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Abstract. The article analyzes various approaches to «small business» definition, which are
proposed in regulatory and legal documents as well as in modern scientific works. The economic
essence and main functions of small business as a subject of the economic system are defined. The
problems faced by small business entities with the beginning of the war in Ukraine were studied.

The small business management classification by duration and scale are analyzed. The system
analysis main goal as well as the necessity of its usage in small business strategic management is
substantiated. The main factors of the internal and ex ternal small business entity environment are
outlined. The system analysis features of strategic management in small business are studied. The
necessity and main ways of strategic management efficiency improving in small business in the
military conditions are substantiated. The main challenges and tasks that must be fulfilled by a
modern small enterprise in order to adapt to the new external environment conditions in order to
continue full-fledged work during the war are defined.

Keywords: small business, system approach, macro environment, micro environment,
strategic management, system analysis, management decision.
JEL Classification: L 20,L 22, M12, M40

INTRODUCTION

The destruction of the established rules of the market, the change in supply and demand
caused by the start of hostilities in Ukraine requires a modern small enterprise to find methods of
adaptation to new circumstances, to attract reserves to maintain its livelihood, to carry out
transformation or relocation of its production facilities. Ensuring long-term competitive advantages
in modern conditions is more possible thanks to the effective use of strategic management methods
and economic analysis.
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Small business plays a key role in the development of the economy, contributes to the
creation of new jobs and ensures innovative development. System analysis in the context of
strategic management allows to consider the enterprise as a whole system, determine its strengths
and weaknesses, as well as to develop optimal strategies for achieving success and competitive
advantages.

It is important for small businesses to apply system analysis in strategic management to
achieve stability and efficiency. A consistent approach to the study of the external and internal
environment, the development of optimal strategies and their implementation allow small
businesses to successfully compete on the market and ensure sustainable growth.

LITERATURE REVIEW

Scientific interest in finding ways to increase the effectiveness of strategic management in
small business is due to a number of factors and challenges that are characteristic of this sector of
the economy.

The works of the following domestic and foreign scientists are devoted to the search for ways
to increase the effectiveness of strategic management in small business: Z. Varnaliy, 1. Herchikova,
M. Tugvin-Baranovskyi, V. Gerasimchuk, V. Lyashenko, Y. Schumpeter and others.

Let's consider different approaches to the terminological definition of the concept of “small
business” proposed in modern scientific studies.

Depending on the scale of economic activity Varnalii Z.S. divided entrepreneurship into large,
medium and small (Varnaliy Z. S., (2003). The scientist interpreted “small entrepreneurship” as an
independent, systematic, innovative activity of small enterprises and citizen-entrepreneurs at their
own risk with the aim of realizing an economic interest — making a profit.

A similar definition is provided by Hetman O.0.: “...small entrepreneurship is the
independent economic activity of small enterprises and citizen-entrepreneurs, which is conducted
with the aim of obtaining profit...” (Hetman O.0. & Shapoval V.M., 2012).

The same approach is followed in his scientific works by V. I. Gerasimchuk, who divides
such related concepts as “entreprencurship”, “business” and “small and medium-sized business”
and believes that business is any economic activity with the aim of obtaining a certain benefits, and
entrepreneurship as an economic activity is carried out exclusively on an innovative basis
(Kozachenko A.B. et al., 2003).

Some researchers, in particular Kichuk O.S., hold the opposite opinion and consider “small
entrepreneurship” to be a domestic translation of “small business” (Kichuk O.S., 2009).

According to another scientist Bilorus O.H. small entrepreneurship is a special subtype of
entrepreneurship, which consists in the creation and practical implementation of a new economic
process or making a special contribution to an already existing economic process, connected with
the entrepreneurial activity of citizens — natural persons and with the functioning of small
entrepreneurial structures of various forms of ownership and organizational legal forms for the
purpose of obtaining profit, provided that the subject of entrepreneurship has a personal interest in it
and the need to satisfy certain needs of society (Bilorus O.G., (2014).

Voloshchuk N.Yu. defines small entrepreneurship as a special type of economic activity,
taking into account the entrepreneur's creative abilities and innovative approaches, based on self-
employment of entrepreneurs and members of his family, own risk and property responsibility,
aimed at making a profit and according to certain criteria defined by current legislation
(Voloshchuk N.Yu., 2015).

Frolova V.Yu. proposes to consider small entrepreneurship as an independent organic element
of the market economy, which is based on the initiated risky economic activity of small enterprises
and individual entrepreneurs with the aim of obtaining additional profit (Frolova V.Yu., 2017).
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According to economist Matusova O.M. small entrepreneurship is a sector of the regional
economy in which business entities of various organizational and legal forms operate, carrying out
independent, innovative, systematic economic activity at their own risk with the aim of obtaining an
economic and social effect (Matusova O.M., 2016).

Another domestic scientist Nebava M.I. believes that small business is a very delicate and
sensitive sector of the economy, which is the most vulnerable to such adverse factors as financial
difficulties, cyclical fluctuations, inflation, tax pressure, etc. (Nebava M.I., 2022).

As a result of the analysis of various definitions of the term “small business” proposed in
modern scientific studies, it was determined that scientists adhere to two conceptual approaches to
defining the essence of this term: as a type of economic activity and as a sector of the national
economy.

PAPER OBJECTIVE

The paper is aimed at disclosure of the theoretical foundations of system analysis in strategic
management at small business enterprises and justification of the need to increase the effectiveness
of strategic management in the conditions of martial law.

RESULTS AND DISCUSSION

With the formation of a market economy in Ukraine, various types of economic entities began
to form, differing in size, form of management and volume of profit. Classification of business
entities in Ukraine can be carried out according to several categories, in particular, according to the
size of the company. Thus, when assigning an enterprise to one or another type, a combination of
the following factors is taken into account: the volume of the company's income; number of
workers; the value of total assets.

Thus, business entities are divided into four large groups: micro-enterprises, small business
entities, medium-sized enterprises, and large enterprises.

There is no unified approach to the interpretation of the term “small business” in national
legal acts. The state policy regarding the regulation of economic relations that arise in the process of
organizing and carrying out economic activities between economic entities is reflected in a number
of regulatory and legal documents, the main ones of which are the Law of Ukraine “On
Entrepreneurship” (1991), the Law of Ukraine “On Development and state support of small and
medium-sized enterprises in Ukraine” (2012), the Law of Ukraine “On Business Partnerships”
(1991), the Law of Ukraine “On the Audit of Financial Statements and Auditor Activities” (2017),
the Law of Ukraine “On Accounting and Financial Reporting in Ukraine” (1999), the Law of
Ukraine “On the Protection of Economic Competition” (2001), the Economic Code of Ukraine
(2003) and others.

Thus, according to the Law of Ukraine “On Accounting and Financial Reporting in Ukraine”
(1999), small enterprises are those that do not meet the criteria for micro-enterprises and whose
indicators, as of the date of drawing up the annual financial statements for the year preceding the
reporting year, meet at least two of the following criteria:

1) book value of assets - up to 4 million euros inclusive;

2) net income from the sale of products — up to 8 million euros inclusive;

3) the average number of employees is up to 50 people.

According to the definition given in Article 55 of the Economic Code of Ukraine (2003),
subjects of small business are natural persons registered in accordance with the procedure
established by law as natural persons — entrepreneurs or legal persons — business subjects of any
organizational and legal form and form of ownership, in which the average number of employees
for the reporting period does not exceed 50 people and the annual income from any activity does
not exceed the amount equivalent to 10 million euros, determined at the average annual exchange
rate of the National Bank of Ukraine.
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According to the definition given in the Law of Ukraine “On the Protection of Economic
Competition” (2001), a small and medium-sized entrepreneur is defined as a business entity whose
income from the sale of products for the last financial year or the value of its assets does not exceed
the amount equivalent to 500 thousand euros, determined at the rate of the National Bank of
Ukraine, which operated on the last day of the fiscal year, if there are competitors with a
significantly larger market share in the markets where this entrepreneur operates. We will conduct a
comparative analysis of the meaning of the term “small enterprise” proposed in the normative legal
acts of Ukraine, which regulate economic relations that arise in the process of organizing and
carrying out economic activities between economic entities (Table 1):

Table 1

Comparative analysis of the characteristic features of the categories of enterprises according
to their definitions given in the legislative acts of Ukraine

Law of Ukraine “On Accounting
and Financial Reporting in
Ukraine”

- book value of assets - up to 350
thousand euros;

- net income from the sale of
products — up to 700 thousand
euros;

- the average number of employees
is up to 10 people

- book value of assets — up to 4
million euros;

- net income from product sales —
up to 8 million euros;

the average number of employees
is up to 50 people

- book value of assets - up to 20
million. euro;

- net income from product sales -
up to 40 million. euro;

- the average number of employees
is up to 250 people

- book value of assets — more than
20 million euros;

net income from the sale of
products (goods, works, services) —
more than 40 million euros;

- the average number of employees
is more than 250 people

Economic Code of Ukraine

Microenterprise
- the average number of
employees for the reporting
period does not exceed 10 people;
- annual income from any activity
does not exceed the amount
equivalent to 2 million euros,
determined at the average annual
exchange rate of the National
Bank of Ukraine (NBU)

Small enterprise
- the average number of
employees for the reporting
period does not exceed 50 people;
- the annual income from any
activity does not exceed the
amount equivalent to 10 million
euros, determined at the average
annual exchange rate of the NBU.

Medium enterprise

other business entities belong to
medium-sized business entities.

Large enterprise
- the average number of
employees for the reporting
period exceeds 250 people;
- the annual income from any
activity exceeds the amount
equivalent to 50 million euros,
determined at the average annual
exchange rate of the NBU.

Law of Ukraine “On Protection of
Economic Competition”

there is no definition of the term

- income from the sale of
products for the last fiscal year or
the value of assets does not
exceed the amount equivalent to
500 thousand euros, determined
at the rate of the NBU.

- income from the sale of
products for the last fiscal year or
the value of assets does not
exceed the amount equivalent to
500 thousand euros, determined
at the rate of the NBU.

there is no definition of the term

Source: after Ukrainian financial and accounting portal «Debit-Credit»
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Therefore, in national legal acts, the category of an enterprise is determined based on the
indicators of its financial statements for the year preceding the reporting year and the number of
employees.

Depending on the scale, duration and horizon of implementation, management in small
business is divided into strategic, tactical and operational (Table 2).

Table 2

The main types of management in a small business depending on its duration and scale

Type Operational Tactical Strategic

achievement of set goals,
distribution of production
and management functions
among employees
adjustment of individual
Object of search for ways of efficient  indicators of the strategic
concentration use of production factors plan, review of
management goals
short-term, medium-term

long-term survival of the
enterprise under changing
conditions

production and sale of
Appointment products (goods and
services) for profit

search for new
opportunities in
competition

Time horizon short term perspective . long-term perspective
perspective
. . timely response of the
comparing strategic plan -
N . L h . enterprise to the
Performance profitability, rational use of indicators with those
I . X challenges of the
criteria resources achieved over a certain

changing external

period -
environment

Source: compiled by authors

Strategic management, which involves the formation of a strategic-type management system
based on the definition of the goal as the starting point of strategic actions, demonstrates the
greatest effectiveness at enterprises of various types (Table 1). The main goal of strategic
management is to ensure the long-term survival of the enterprise under changing market conditions.

The application of strategic management in a small business assumes that the developed
strategies, which will cover a set of defined goals, must have a systemic nature from the moment of
their development to implementation.

Western European scientists D. Schendel, K. Hatten and F. Kotler, who are developers of the
theory of strategic management, belong to one of the effective in methodological and practical
terms of attempts to offer a constructive definition of this term: strategic management is the process
of defining and establishing a connection of the organization with its external environment, which
consists in the realization of the chosen goals and in the desire to achieve the desired state of
relations with the environment by means of the distribution of resources, which allows the
organization and its divisions to act effectively and efficiently.

Strategic management in a small business is a dynamic process, the components of which are:

- analysis of the internal and external environment of the organization;

- mission of the enterprise;

- strategy selection;

- implementation of the selected strategy;

- control of the strategy implementation process and evaluation of results.

Since strategic management involves the transformation of the enterprise from the current
state to the desired one, the constant adjustment of all elements of the system as a reaction to
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changes in the parameters of the external environment is characterized by the repetition of the
stages of strategic management, i.e. cyclicity.

A necessary prerequisite for each subsequent management cycle is the use of system analysis
in strategic management, which is designed to reveal the reasons for the success or failure of the
company's strategic activities. It is the system analysis that provides the basis for defining the
mission and main long-term goals of the enterprise, developing and implementing the chosen
strategy, and evaluating the results.

The set of methods and tools used in the study of economic systems is called system analysis.
The main purpose of applying system analysis in solving specific problems is decomposition of the
problem into its component parts, increasing the degree of validity of management decisions,
forming a set of alternatives, comparing them with each other and determining the prevailing ones.

System analysis allows you to investigate factors whose influence can be expressed both
quantitatively and qualitatively.

A small enterprise as an institution of the modern economic system is a separate subject of
economic activity, the strategic activity of which is formed taking into account the factors of the
internal and external environment. In a market economy, the very environment of the organization
determines its existence (Figure 1):

Macro environment
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Internal environment:
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Natural - produc’glpn, p_ersonr_1e|,
j . competitive, financial
| conditions o
3 Supp potential; Local
liers - level of production authori | cultural

organization;
- organizational culture;
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of NTP /

Competitors

State of the country's
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Figure 1. Factors of the internal and external environment of a small business entity

Source: after Savina H.H. & Skibina T.l., 2016
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The development of the strategy of a small business entity should begin with an analysis of
the organization's environment, the results of which will become the basis for forming the mission,
goals and choosing the appropriate strategy (Figure 1).

A systemic analysis of the organization's environment involves the study of factors of the
macro environment, the immediate environment of the enterprise and internal factors of its
development. Thus, an assessment of the company's strengths and weaknesses, available resources,
opportunities, and threats provides a basis for strategic analysis.

The objects of system analysis in strategic management are the process of preparing and
making management decisions and various problems that arise during the creation and functioning
of an enterprise as an economic system.

The essence of the system analysis is that this process is related to making the optimal
management decision from a set of alternatives, each of which is evaluated from a long-term
perspective.

The tasks of system analysis include tasks of decomposition (representation of the system in
the form of subsystems consisting of separate elements), analysis (determination of the properties of
the system and its external environment) and synthesis (construction of the system according to the
description of the transformation law).

It is believed that the purpose of system analysis is the analysis of problems that must be
solved in the process of strategic planning. Therefore, the most important task in carrying out a
system analysis is the development of recommendations for solving the practical problems of the
enterprise.

In general, in the process of system analysis, it is possible to identify general patterns of
conducting research aimed at finding the best solutions to various problems.

In strategic management, system analysis develops specific scientific methods of cognition
(definition and ranking of goals, breakdown of problems into separate elements, determination of
relationships both between system elements and between the system and the external environment),
studies the regularities and order of implementation of individual methods of cognition, and as well
as the principles of combining individual methods and techniques into a set of system analysis
methods.

System analysis in strategic management in small business should include not only the
development of strategic plans, but also the monitoring of the current situation with feedback and a
flexible response to changes in the organization's external environment.

Since the most important goals of the existence of any enterprise are the continuity of its
economic activity with obtaining economic benefits, then strategic management should be an
ongoing process, and not a one-time act of strategy development.

We can single out the following main tasks that are solved by system analysis in strategic
management:

1) substantiation of the set of desired states of the subject of small business, which is the
object of strategic management, and the system of priorities based on a set of indicators of the
desired state of the enterprise;

2) analysis of the problems of achieving the desired state of the enterprise with the
simultaneous search for ways to solve them;

3) the content and structure of target programs for the implementation of the small business
development strategy according to its main components or strategic directions.

In the conditions of fierce competition, the main task of small business entities in strategic
management is to ensure sustainable competitive advantages, which are a guarantee of long-term
and effective functioning and development of the enterprise.

In general, the following characteristic features of system analysis in strategic management in
small business can be distinguished:

- application of the system approach, which consists in taking into account the overall goal of
the system and the relationships of a separate element of the system with its other elements;


https://management-journal.org.ua/index.php/journal

Shyshkin, V., Onyshchenko, O., Sulyz, A. & Tur, D. (2024). Small business: features of system analysis in the
strategic management system. Management and Entrepreneurship: Trends of Development, 1(27), 64-75.
https://doi.org/10.26661/2522-1566/2024-1/27-06

- implementation of a system analysis for the entire complex of problems and its reduction to
the level of their components;

- for the most part, the results of the analysis indicate the way to solve the problem and
require the adoption of appropriate management decisions;

- system analysis acts as an auxiliary tool that provides an opportunity to determine
alternative solutions to the problem;

- digitization of business processes and the use of modern computer technology;

- taking into account indicators based on accounting, reporting and plan data.

Before the war in Ukraine, it was small entrepreneurship that increased the level of
employment of the population, formed a competitive environment, stimulated business activity,
ensured the effective use of production resources, generated the formation of the middle class of the
population, ensured the well-being of entrepreneurs, and determined the stability of the socio-
economic system of the state.

The dynamics of the number of registered small business entities is presented in Figure 2:

1955119

1937827
1922978

1822671
1789406

2017 2018 2019 2020 2021
Figure 2. Dynamics of the number of small business entities in Ukraine for 2017-2021, units
Source: after Voloshchuk N.Yu., 2015

Today, the development of small business in Ukraine is a powerful aggregate of the country's
exit from the economic crisis in the conditions of war, because the creation of small business
entities guarantees replenishment of the state budget and contributes to the solvency of the
population.

Given the much smaller margin of financial stability and geographical attachment to its
consumer, small businesses today have a more difficult time than large companies.

Subjects of small businesses in Ukraine in the conditions of martial law and military
operations suffered significant losses and destruction. Thus, according to a survey conducted by the
Ministry of Digital Transformation, 47% of enterprises have stopped, and the total direct losses of
small and medium-sized businesses since the beginning of the war are estimated at 85 billion
dollars (UNIAN Information Agency, 2022).

Therefore, the effective management of business processes of a small enterprise during the
war should be based on a high speed of reactions to the challenges of the external environment and
awareness of a high degree of responsibility for each management decision made. Thus, in order to
adapt to the new challenges of the external environment in order to continue full-fledged work
during the war, small business entities faced a number of new tasks, including the relocation of
production facilities and the resumption of work at new sites, mostly in the western regions of
Ukraine, establishing the export of goods to third countries in transit through the territory of the EU,
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regulating the procedure for booking employees for temporary travel abroad, establishing effective
logistics by road, etc.

CONCLUSION

Effective strategic management of small business entities in wartime conditions should be
based on the adaptability of management, the ability to set new goals and objectives, quickly
analyze risk factors and promptly make effective management decisions.

It is the systematic analysis in the strategic management of a small business entity that makes
it possible to obtain an information base for making strategic decisions based on an assessment of
the company's strengths and weaknesses, opportunities and threats, to quickly adapt to new
circumstances on the market, and to minimize the negative consequences of the influence of
external factors on its activities and internal environment.

System analysis, as a methodology for solving large complex problems in strategic
management, represents the most objective basis for the approval of management decisions and
allows structuring the identified problem based on the analysis of actual data.
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MAUJIE HIAITPUEMHUNIOTBO: OCOBJIMBOCTI CUCTEMHOI'O AHAJII3Y
B CUCTEMI CTPATEI'TYHOI'O YIIPABJIIHHA

umkin Bikrop OsexcanapoBu4 Cynu3 Aprem BosogumupoBu4
3anopizvkuii HayioHatbHUll YHigepcumem 3anopizvkuti HayioHaIbHUL YHIgepcumem
3anopidcocs, Yrpaina 3anopicocs, Yrpaina
Onumenko Oxcana AHATOJIIBHA Typ Januino BaxumoBuy
3anopizvkuii HayioHatbHUll YHigepcumem 3anopizvkuti HayioHarbHULl YHigepcumem
3anopidxcocs, Yrpaina 3anopiscacs, Yrpaina

VY craTTi IpoaHanti30BaHO Pi3HI MIIXO0IU O BU3HAYEHHS TEPMIHY «Malle MiIPUEMHULITBO,
3alpONOHOBAaHI B HOPMATHBHO-TIPABOBUX JOKYMEHTAaX Ta B CY4aCHUX HAyKOBHX JOCIHIIKEHHSIX.
Bu3HaueHO €KOHOMIYHY CYTHICTh Ta OCHOBHI (PYHKIIII MajJoro MmiIIpHUEMHHULTBA, K Cy0’e€KTa
€KOHOMIYHOT cucTeMu. J{oCIiKEeHO cTaH Ta MPoOJIeMH, 3 SIKUMU 3ITOBXHYJIHUCS Cy0’ €KTH MajioTo
MITPUEMHHUIITBA 3 TIOYATKOM BiiHHM B YKpaiHl.

[IpoaHani3oBaHO OCHOBHI BUIU YNPABIIHHS B MajioMy HIANPUEMHHUITBI B 3aJI€KHOCTI BiJ
foro TpuBaiocTi Ta MacmTtady. Bu3HaueHo ronoBHYy MeTy Ta OOIPYHTOBaHO HEOOXITHICTb
3aCTOCYBAaHHS CHCTEMHOTO aHalli3y y CTpAaTeriyHOMY YIpaBiiHHI B MainoMmy Oi3Heci. OkpecieHo
(dakTOopy BHYTPIIIHBOTO Ta 3O0BHINIHHOTO CEPEAOBHINA CY0’€KTa MAaJoTO MiINPUEMHUIITBA.
JlocmikeHo XapaKTepHI OCOOJMBOCTI CHCTEMHOTO aHaJli3y MPH CTPATETIYHOMY YIPaBIiHHA B
MajioMy TignpueMHUITBL. OOrpyHTOBAaHO HEOOXIMHICTh Ta OCHOBHI TNUISXH MIABUIICHHS
€(hEeKTHBHOCTI CTPATETIYHOTO YIPABIIHHSI Majoro Oi3HEeCy B yMOBax BOEHHOTO cTaHy. BuzHaueHo
OCHOBH1 BHKJIMKM Ta 3aBJaHHS, SKI MalOTh OyTHM BHKOHAHI Cy4aCHHM IMIANPUEMCTBOM 3 METOIO
ajanTarlii 70 HOBUX YMOB 30BHIIIHBOTO CEPEIOBUINA JJIs MPOJAOBKEHHS MOBHOIIIHHOI pOOOTH TIif
yac BiiffHH.

KawuoBi caoBa: wmaie MmINPUEMHHLTBO, CHCTEMHHMHA TMiIXil, MaKpOCEpEIOBHIIE,
MIKpOCEpEIOBHIIE, CTpATEruHEe YIIPABIIIHHS, CACTEMHUIN aHaji3, yIIpaBIiHChKE PIllICHHS.
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