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THE INFLUENCE OF SMALL BUSINESS SPREADING
ON THE DYNAMICS OF THE LABOR COSTS SHARE
IN VALUE ADDED GENERATED BY LEADING INDUSTRIES
OF UKRAINIAN ECONOMY

Abstract. The article is devoted to empirical testing of two initial hypotheses. The first is
that the small business spreading in the Ukrainian economy would contribute to changing
conditions of factor incomes distribution in favor of hired workers. The second is exactly such
changes in the distribution of factor incomes (which is expressed by increasing in the share of labor
costs in gross value added generated by leading types of economic activity) will contribute to the
social efficiency increasing of economic activity.

The processes of implementation of the potential of small business to mitigate the negative
social consequences of the deterioration of the macroeconomic situation are researched in the
article. The contribution of small business to the dynamics of the share of wages in the value added
by main types of economic activity was determined and the compliance of the specified
contribution to the potential of a small business to improve the realization of the interests of hired
workers in the relations of factor incomes’ primary distribution was assessed.

The method of "weighted differences" was used for quantitative estimation of the structural
shifts impact on the aggregate for both sectors of large and small business indicators. The
mentioned method was transformed according to the author’s technique in order to include in the
calculations the value of a qualitative indicator by the reporting period against the base period. This
allows us to assess the contribution of qualitative changes, occurring in the small and large business
sectors, to the dynamics of the average characteristics of the factor incomes distribution, inherent to
the leading types of economic activity in the Ukrainian economy.

The obtained results did not confirm the first hypothesis and allowed to substantiate the
conclusion that the spreading of small business by itself (which is not accompanied by qualitative
changes in the role of human resources and improvement of conditions for its reproduction) does
not allow to expect the improving conditions of employees’ access to the main source of
qualification, professional and social mobility — high labor income.

Keywords: gross value added, incomes distribution, structural changes, specifics of small
business, share of labor costs.

JEL Classification J39, P40, P23.
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BIIJIMB NIOIIUPEHHSA MAJIOI'O BIBHECY
HA TUHAMIKY YACTKHA BUTPAT HA OIUIATY IPAI

Y IOJAHIN BAPTOCTI IPOBIJTHUX T'AJIY3EM EKOHOMIKH YKPATHU

AHotauisi. [IpucBsueno emmipuuHiidi mepeBipli ABOX BuXimHUX Timote3. [lepma 3 gxux
nependavae, MO MOMIUPEHHS MaNoro Oi3HeCy B YKpaiHCBKili €KOHOMIIlI 3[aTHE 3MIHUTH YMOBU
po3mnoainy (pakTOPHHUX JOXOJIB HA KOPUCTh HaltMaHUX MpalliBHUKIB. [Ipyra — 1110 came Taki 3MiHH
posnoniry GakTOPHUX JOXOMIB (IO BUPAXKAETHCS Yepe3 3pOCTAHHS YaCTKH BUTPAT HA OIUIATY Iparli
y CKJaJi BaJIOBOI J0JaHOI BapTOCTi, TCHEPOBAHOT MPOBIAHUMH BUJAaMU €KOHOMIYHOI MisITHHOCTI)
CIPUATUMYTH 3pDOCTAHHIO CYCITUTPHOT €PEKTHBHOCTI €KOHOMIYHOT JiSUTBHOCTI.

Jocnipkeno mporiecu peaiizaiii MmoTeHIiany Majgoro Oi3Hecy MIOAO0 TOM’ SKIIEHHS
HETaTUBHUX CYCITUTLHUX HACTIJKIB MOTIPIICHHS MaKpOCKOHOMIYHOI cUTyalii y kpaini. Busnaueno
BHECOK Mayioro Oi3Hecy B [MHAMIKy YacTKH OIUIATH Tpali y CKJIadi J0JaHOi BapTOCTi 3a
OCHOBHUMH BHJaMH CKOHOMIUHOI MISUTBHOCTI Ta OI[IHEHO BiMOBIJHICTh 3a3HAYCHOTO BHECKY
MOTEHITialTy MaJioro Oi3Hecy MIOAO0 TOJIMIIeHHS peanizamii iHTepeciB HaliMaHWX TPAIiBHUKIB Y
BiTHOCHHAX TIEPBUHHOTO PO3MOALTY (PaKTOPHUX HOXOJIIB.

Jyis BUAUICHHST BIUTUBY CTPYKTYPHUX 3pYIIEHb Ha 3arajibHi (32 CEKTOpaMH BEJIHMKOTO i
MaJioro Oi3Hecy) NOKa3HUKHA BUKOPUCTAHO METOJ «3BaKEHHUX PI3HUIIBY, 1[0 BUKOPUCTOBYETHCS IS
BHUJIUICHHS BHECKY TPOIIECiB, IO BiAOYBalOThCS B MEBHOMY CEKTOPi (CKIaaoBiii yacThHI 00’ €KTa
JIOCITIJDKCHHS) Y JAWHAMIKY BiJIHOCHOT XapaKTEPHUCTHUKH BiAMOBITHUX MPOIECIB 32 BCIM 00 €KTOM
JoCITipKeHAS. MeTo TpaHc(hopMOBaHUi 32 aBTOPCHKOIO METOUKOIO JUISl TOTO, 100 BKITIOYUTH JIO
pPO3paxyHKIB 3HAYCHHS SKICHOTO TIOKa3HHWKa 3a 3BITHHM, a He 3a 0azoBuil mepioa. Lle no3Bossie
OIIIHUTH BHECOK SKICHMX 3MiH, IO BIIOYBAIOTBCS B CEKTOpax MaJIOTO 1 BEIMKOTO Oi3HECy, Y
JUHAMIKy CEpeAHIX XapaKTepUCTUK pO3MOAUTY (AKTOPHUX MOXOMAIB 3a MPOBIAHUX BHIAMHU
eKOHOMIYHOT JISITBHOCTI B YKpaTHCHKil €KOHOMIIT.

OtpumaHi pe3ynbTaTH JOCHIHKEHb HE MATBEPJWIA TMEpHIy TimoTe3y 1 J03BOJMIN
OOTpyHTYBaTH BHCHOBOK, IO TOIIMPEHHS Majoro Oi3Hecy (SKe HEe CYNPOBOIKYETHCS SIKICHUMHU
3MiHAMH POJIi JIIOJICBKOTO pEecypcy Ta TOJIMIIEHHSM YMOB HMOTO BIATBOPEHHS) HE JO3BOJISE
pPO3paxoByBaTH Ha MOJIMIICHHS YMOB JOCTYIy HallMaHHX MpPAaLiBHUKIB 10 TOJOBHOTO JKepera
KBalTidikamiiHo1, mpodeciiiHoi Ta couianbHOi MOOUTBHOCTI — BHUCOKHX TPYJIOBHX JIOXO/IIB.

KawuoBi cioBa: BajoBa JomaHa BapTiCTh, MPOMOPIIl pPO3MOILTY, CTPYKTYpHI 3MiHH,
cnernmdika Maioro Oi3Hecy, YacTKa BUTpAT Ha OILIATY Ipalli.

®opwmyit: 1; puc.: 0; Tadmn.: 5, 6i6:.: 15.
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BJIMSTHUE PACITPOCTPAHEHUS MAJIOT'O BU3BHECA
HA TUHAMMUKY JOJHU PACXOJ0B HA OIIVIATY TPYJIA
B JOBABJIEHHOM CTOMMOCTH BEAYIIUX OTPACJEA DKOHOMUKH
YKPAWHBI

AnnoTauus. [ToCBsIIEHO SMIUPUIECKON IPOBEPKE IBYX TUIIOTE3: PACHPOCTPAHECHHUE MAJIOTO
Ou3Heca B YKPAaWHCKOW JKOHOMHUKE CIIOCOOHO HM3MEHUTH YCIOBHS pacipereicHuss (HaKTOPHBIX
JIOXOJIOB B TMOJIb3y HAEMHBIX paOOTHUKOB; TaKUEe U3MCHEHUS pachpeeieHus: (pakTOPHBIX JT0XO0JI0B
OyayT crtocoOCTBOBAThH POCTY OOIIECTBEHHOM 3(h(hEKTUBHOCTH SIKOHOMHYECKOH JESITETHHOCTH.

JInst OLIeHKW BIMSHUS CTPYKTYPHBIX CIBUTOB Ha OOIIME MO CEKTOpaM OOJBIIOTO M Majoro
Ou3Heca MOKa3aTeNny WCIOIb30BaH METOJ «B3BEUICHHBIX Pa3sHHUI», TPaHC(HOPMHUPOBAHHBIN 110
aBTOPCKOM METOJIMKE JUIS TOTO, YTOObI BKJIFOUUTH B PAacueThl 3HAYEHHE KaYeCTBEHHOTO TOKa3aTels
3a OTYETHBIH, a He 0a30BBIN MTEPHO/I.

[TonmydeHHble  pe3ynbTaThl IMO3BOJIMIIA  OOOCHOBAaTH BBIBOA, YTO caMO 10 cebe
pacmpocTpaHeHHe MaJIoro OM3HEeca He MO3BOJISET PACCUUTHIBATH HA YAYYIICHHE YCIOBHUH JOCTYyIa
HACMHBIX PAOOTHUKOB K BBICOKHM TPYAOBBIM JIOXOIaM.

KaioueBble cioBa: BajoBas J00aBJCHHAs CTOMMOCTb, MPOIMOPIMH paclpeaeIcHus,
CTPYKTYpHBIE U3MEHEeHHS, crielrdurka Majgoro OM3Heca, OIS PacXo/I0B Ha OIUIATY TPYAa.

®opmyin: 1; puc.: 0; Tadn.: 5; 6ubn.: 15.

Introduction. The results of the national economy functioning canal ways be represented as
an integral result of the two sectors work: the small business sector and the sector of large and
medium-sized businesses'. That makes a methodological precondition for estimating the
contribution of each sector to the integral overall results of national production. Such an assessment
undoubtedly simplifies the complex real interaction between small and large businesses. In fact, the
parameters of the small business functioning form the important conditions of the large business
and vice versa: the models of economic activity, which are becoming widespread in the large
business, significantly affect the conditions of the operation for small. Therefore, any separation of
the certain sector contribution to the general economic results is conditional. However, this does not
detract from the value of such separate assessment for analyzing the structural changes taking place
in the economy. That is why, in our opinion, in order to form a well-balanced methodological basis
for the development and implementation of the Government’s regulatory policy, important studies
are aimed at clarifying the contribution of the small business sector to the dynamics of target

'Here and elsewhere we will use term "large business" for the sake of convenience, taking into account the overall results of
large and medium-sized businesses, i.e. describing the sector, which can also be defined as "the whole economy apart from small
business"
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indicators of the economy functioning, including those that characterize the distribution of value
added by types of factor incomes and the conditions of implementation the hired workers’ economic
interests.

Analysis of research and problem statement. Connections between small business
spreading and conditions of factor incomes distribution are researched in literature mainly in the
context of the study on differences inherent to these sectors’ reactions to changes in macroeconomic
and institutional conditions of economic activity. In particular, a number of models differently
describing the reaction of large and small businesses to cyclical fluctuations in economic activity
were built. Many works devoted to investigate forms of participation of each sector in shaping
macroeconomic trends and specific of large and small businesses adaptation to the process of inter-
sectoral and intra-industry international trade [1—6].

Based on researches of the interaction between large and small business both foreign and
domestic scientists consider the small business as more sensitive to adverse cyclical fluctuations
and more dynamically captures new sectors and market niches, in times of major structural changes
in the economy [7—9].

Empirical studies on the processes of creating and eliminating jobs as the basis of
employment reproduction in large and small businesses, showed mainly higher activity inherent to
small businesses in jobs creation, in upgrading their organizational and technical conditions and
requirements for qualification characteristics of workers. In particular, a number of studies
conducted in the late twentieth century were devoted to modeling the parameters of jobs creation
and liquidation in sectors of small and large business. For example, in [10] was found that the gross
rate of job creation is reduced in the Canada economy with moving from companies with smaller-
scale of economic activities to companies with larger scale.

However, the studies of the link between the scale of enterprises business activity and
qualitative parameters of employment did not reveal the advantages of small business comparing
with the large business, concerning providing the higher productivity and remuneration of labor and
the whole complex of characteristics the economic interests of employees implementation. T.
Piketty emphasizes that larger-scale of capital creates preconditions for attracting the most skilled
workers and makes it easier for the employer to provide the highest level of remuneration for a not-
numerous "top-managers", whose wages can significantly "tighten up" the average salaries inherent
to the large business in in general [10].

Researches devoted to the role of small business’ employment in the reconstruction of the
Ukrainian economy largely ascertain the significant underutilization of its potential for solving the
employment policy tasks. In particular, despite the clear predominance of small businesses in total
amount of jobs created, low average duration of their existence and worse than average economy
qualitative characteristics of their functioning do not allow this sector make strong positive impact
on the process of employment reproduction [10,11]. Highlighting a number of features inherent to
small business in Ukraine and factors of their formation and spreading, domestic researchers are
solidarity in assessing the role of small businesses as an important sphere of employment vacated
by large and medium-sized enterprises, which however still has a very low productivity and the
level of payment. Accordingly, the redistribution of total employment to small businesses in
Ukraine may not cause a positive impact on the socio-economic efficiency of domestic production
until there will be a radical qualitative changes in the functioning of small businesses and areas of
self-employment that will reduce their lag behind in productivity and rate of return [13, 14].

However, the quantitative differences inherent to the employment characteristics of small
and large businesses in Ukraine are much less explored in recent researches and changes in sphere
of employment, occurring during the recent years require the updating of databases to take into
account and estimate the trends that have emerged since the intensification of the reform and
complication of the military-political situation in Ukraine. Therefore, the objective of this paper is
to define the contribution of small businesses to the dynamics of the wage’s share in value added,
generated by main industries of Ukrainian economy. And on this basis to determine the reasons,
which have caused the deviation of such contribution comparing with the small business potential
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for mitigating the negative effects of the deterioration of the macroeconomic situation in Ukraine.

Research results. Authors have chosen the share of labor cost in value added as a dependent
indicator, by following causes. This indicator provides an important characteristic of the realization
economic interests of employees and reflects the small business impact on the employment
characteristics.

This choice is due, firstly, to the fact that this indicator provides the most comprehensive
description of the factor incomes distribution between wage workers and recipients of property
income. The canonical vision of this correlation suggests that the increasing of the share of labor
cost in the value added indicates the equalization of the factor incomes distribution and the
inclusion of the general population to beneficiaries from the growth of productivity and incomes. In
the case of value added reducing, a reduction in the share of labor cost shows that the burden of
deteriorating conditions for the resource reproduction is transferred mainly to wage earners and
growth of such share shows that such burden is borne by the recipients of income from
entrepreneurship and property. At the same time, the latter version corresponds to the "normal"
distribution of functions among social groups: the nature of income from entrepreneurship and
property itself and implies that during the periods of economic activity curtailment, their recipients
should bear the burden of deterioration, leaving at least unchanged the real scale of labor
remuneration.

Based on this interpretation of dynamics of the share of labor cost in the industry’s value
added, we will analyze the contribution of small business in the dynamics of this indicator by
industries, concerning to which inner statistics data allows form the database for 2012—2015 years.
The retrospective period covers the difficult for the Ukrainian economy years. In 2012, the growth
rate of real GDP had come close to zero, and since 2013 — have become negative, against the
backdrop of complexity political and military processes. During these years, the total number of
employees in Ukrainian economy decreased by 18.32% and in the sphere of small business — by
12.21%.The share of small business in the total number of employed in selected economy’s sectors,
have increased from 40.99% in 2012 to 44.06% in 2015. During the same period, the average for all
selected economy’s sectors share of labor costs in the value added has undergone a dramatic
reduction. For enterprises of all sizes, this figure decreased from 21.5% to 14.1% and for small
businesses only — from 29.9% to 14.43%. These figures show that the burden of unfavorable
macroeconomic dynamics falls primarily on salaried employees, or, in other words — on the wider
population, whose ability to invest in human capital is primarily define the entire set of positive
changes in the economy. In this sense, the development of small business acquires a special
significance in modern Ukraine, since this particular sphere of economy has the most powerful
potential for mitigating the contradictions, inherent to the distribution of value added within various
factor incomes.

Therefore, we will try to investigate below “how the potential of small business to mitigating
the negative social consequences of the macroeconomic situation’s deterioration is realized in
various industries? In particular, we will determine the contribution of small businesses to the
dynamics of the labor cost share in value added by major industries, and try to estimate how much
this contribution meets the potential of a small business to improve the realization of the interests of
hired workers in the relations of factor incomes’ primary distribution.

To do this we will use the method of "differences", which is commonly used to separate
contributions of processes occurring in a particular sector (the component part of the research
object) in the dynamics of the relative characteristics of the corresponding processes throughout the
object of research [15].

The formula provided by this method can be adapted to the figures of our study database as
follows:

ILCSh =
= [LCShy_sb1/7cSh] sb0 - 1)< 1Swy_sb0 + ( (Lesh]_1ba/[Lesn] Ibo - 1) x gsw]_ib0 (1)

ne: ILCSh — index of labor cost share in value added as result of joint influence of corresponding
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characteristics of small and large business;

Swshﬂ, SW.b1— the labor cost share in value added, generated by small business of
industry in corresponding year;

SWino , SWib1— the labor cost share in value added, generated by large business of
industry in corresponding year;
Applying this formula to “Agriculture, forestry and fishing” data for 2014—2015 we obtain
the following results as given in the Table 1.
Tablel
Estimation of the large and small businesses contributions to the dynamics of the labor cost share in
the value added generated by “Agriculture, forestry and fishing”

Growth rate due
In sector of large business In sector of small business to the joint
Figure’s name impact of small
Growth Growth and large
2014 2015 rate 2014 2015 rate business
Payroll 13275,8 | 11939,6 | -10,06 | 4023,8 | 33149 | -17,62 -11,82
The labor cost share in value added 16,61 11,47 -30,96 7,63 7,01 -8,06 -25,64
Welght fgr estimation of sector’s 077 0.78 0.23 022
contribution
We1ghted growth rate of absolute a7 410
size of labor cost,%
Weighted growth rate of labor cost
share in value added, % 23,76 -1,88

Source: calculated by authors on data by www.ukrstat.gov.ua

According to Table 1, the share of labor costs in the value added of agriculture decreased
significantly in 2015 compared to 2014 (this trend is also true for the longer period 2012—2015).
Thus, on the whole, the share of labor costs in the sectoral value added fell from 13.06% to 9.71%,
i.e. 25.64%.

At the same time, the major share of such reduction was caused by the decreasing of the
share of labor costs as part of the value added generated by the large business sector. Indeed,
despite the fact that in the small business employed up to 40.5% (in 2014) of the total number of
employees of the agriculture, the share of small business labor cost in total labor costs for this
industry in 2015 does not exceed 22% . This indicates a significantly lower average salary in the
small business sector, compared to a large business in agriculture. Accordingly, lower rates of
reduction of the labor cost share in value added attributed to small agricultural businesses were
weighed by a low proportion (0.23 - specific weight in 2014). As a result, according to our
calculations, the contribution of small businesses to the reduction in the share of labor cost in the
value added generated by whole agricultural sector, was is only 1.88% (against 23.76% of the
contribution of large businesses).

According to Table 2, in manufacturing, the share of labor costs declined in 2015 compared
to 2014 by 18.2%, while the reduction in the absolute size of payroll was even higher (21.86%).
Less reduction of the labor cost share compared with the absolute amount of labor costs is due to
the reduction of the absolute size of value added in manufacturing. Despite the fact that the share of
employed in sector of small business in the manufacturing has reaches 18.0%, the share of labor
cost in the small business sector of manufacturing, in total labor cost of this industry does not
exceed 6%, and in 2014 it was only 4%. In addition, in the small business sector, the rate of
reduction observed on labor cost share in the industry’s value added is significantly lower than in
the sector of large business (10.4% versus 18.2%). Accordingly, concerning to the small business
sector of the manufacturing, lower reduction rates were weighed by the lower specific weight and,
as a result, the contribution of small businesses to the rate of reduction of the labor cost share was
only 0.37%, against the contribution of large business — 17.78%.
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Table2
Estimation of the large and small businesses contributions to the dynamics of the labor cost share in
the value added generated by “Manufacturing”

Growth rate due

In sector of large business an
to the joint

In sector of small business

Figure’s name impact of small
2014 2015 | GOV | og14 | gor5 | Growth | andlarge
rate rate business

Payroll 108788,8 | 848342 | -22,02 | 4023,8 | 3314,9 | -17,62 -21,86

The labor cost share in value 19,80 16,15 | -1844 | 1275 | 1142 | -10,38 18,15

added

Welght fgr estimation of sector’s 0.96 0.94 0.04 0.06

contribution

Welghted growth rate of absolute 21.23 0,63

size of labor cost,%

Weighted growth rate of labor

cost share in value added, % -17,78 -0.37

Source: calculated by authors on data by www.ukrstat.gov.ua

According to the data given in the table 3 construction was the first industry, where the rate
of reduction of the labor cost share in the value added of small businesses sector was higher than the
similar rate for large businesses (13.7% vs. 9.1%), and the share of small businesses in the total
labor costs of the industry was enough significant (28% in 2014 and 41% in 2015). Accordingly,
the contribution of small businesses to the overall reduction in the labor cost share in the industry’s
value added is only slightly lower than the contribution of the large business sector. Consequently,
in construction, first, the potential of small businesses to influence the average indicators of the
whole industry was the largest among the industries, covered by our research. Secondly, the
influence of the dynamics inherent to the defining indicator of the realization economic interests of
the hired workers in the small business on the average for the industry indicator was strongly
negative: the rates of reduction inherent to the share of labor cost in the value added of the small
business were higher than the similar rates inherent to the large business.

Table3
Estimation of the large and small businesses contributions to the dynamics of the labor cost share in
the value added generated by “construction”*

In sector of laree business In sector of small Growth rate
& business due to the
Figure’s name joint impact
2014 2015 Growth 2014 | 2015 Growth | of small
rate rate and large
business
Payroll 7950,2 | 3650,79 | -54,08 {3133,5| 2536,7 | -19,04 -44,17
The labor cost share in value |15 0 | 1436 | 912 | 18,53 | 1599 | -13.71 | -1042
added
WelgI}t for espmgtlon of 0.72 0.59 028 | 041
sector’s contribution
Weighted growth rate of
absolute size of labor cost,% -38,79 -5,38
Weighted growth rate of labor 6.55 3.88

cost share in value added, %
Source: calculated by authors on data by www.ukrstat.gov.ua

According to the data given in the table 4, an example of the positive orientation of the small
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business impact on the dynamics of the labor cost share in the industry’s value added is given by
“Wholesale and retail trade” — the only surveyed industry, where in the small business sector, the
labor cost share in value added has increased. And although this increase was due to the excess of
the rates of reducing the added value of the sector over the pace of reducing the absolute size of
labor costs, the general characteristics of the realization of the interests of hired workers in the
industry was under positive influence of trend observed in small business sector.
Table4
Estimation of the large and small businesses contributions to the dynamics of the labor cost share in
the value added generated by “Wholesale and retail trade”*

In sector of large business In sector of small business Growth rate
due to the

joint impact

Figure’s name Growth Growth

2014 2015 2014 2015 of small and
rate rate large
business
Payroll 27249,1 | 23775,9 -12,75 10200,0 | 8281,9 | -18,81 -14,40
The labor cost share in value added 8,73 8,44 -3,39 10,34 13,43 29,90 5,67
We1ght f(?r estimation of sector’s 0.73 0.74 027 0.26
contribution

Weighted growth rate of absolute
size of labor cost,%
Weighted growth rate of labor cost
share in value added, %

Source: calculated by authors on data by www.ukrstat.gov.ua

-9,27 -5,12

-2,47 8,14

If the fall in the labor cost share in the value added for large businesses resulted in a 2.47%
reduction in the average for “Wholesale and retail trade; repair of motor vehicles and motorcycles”,
then the growth of such share in small business caused the increasing in 8.14%. Accordingly, the
positive impact of the small business offset the reduction in the share of labor cost recorded in the
large business, which also resulted in positive growth rates in whole industry: the increasing in the
labor cost share in the value added of trade was 5.67%.

The calculations carried out according on the data of “Transportation and storage, postal and
courier activities” (below — “Transport”) showed that a significant reduction in the labor cost share
in the added value of “Transport” was mainly due to the worsening of the conditions for the
implementation economic interests of hired workers in the sector of large business of this industry
are shown in Table 5.

Table5
Estimation of the large and small businesses contributions to the dynamics of the labor cost share in
the value added generated by “Transportation and storage, postal and courier activities”

. . Growth rate
In sector of large business In sector of small business due to the joint
Fioure’s name Growth Growth impact of small
s 2014 2015 TOWI 9014 | 2015 | CTOM and large
rate rate business
Payroll 30811,3 | 273377 -11,27 2289,70 | 1980,8 | -13,49 -11,43
anl‘gelc’;‘b"r cost share in value 2927 | 2331 | -2036 | 1500 | 1471 | -1,94 -19,08
Welght fgr estimation of sector’s 0.93 0.93 0.07 0.07
contribution
Welghted growth rate of absolute 10,49 0.93
size of labor cost,%
Weighted growth rate of labor cost
share in value added, % -18,95 -0.13

Source: calculated by authors on data by www.ukrstat.gov.ua

In particular, in the large business sector, the share of labor cost in value added decreased by
20.4%, while in the small business sector it was only 1.9%. However, despite the fact that the sector
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of small business accounts for 27.4% (in 2014) to 25.5% (in 2015) of the total number of employed
in the “Transport”, the share of small business in total labor cost of this industry varies between
6.9% in 2014 and 6.8% in 2015. Accordingly, the low rates of reduction of the labor cost, observed
in the small businesses were weighed by low specific weight and the decisive influence on the
reduction of the average for this industry indicator had a sector of large business. Thus, the
contribution of large business to reducing the labor cost share in the added value of “Transport” was
-18.9% and small business — only -0.1%.

In our opinion, the evidence suggests that in “Transport”, the small business, although
characterized by significantly better conditions for the implementation of the hired workers’
interests concerning the value added distribution, however, did not have a significant potential for
improving the average indicators for “Transport” due to the small specific weight of small
businesses in total labor costs of this industry.

Conclusions. According to the results of the analysis, we can separate two basic scenarios
for the small businesses participation in the formation of average for industry characteristics of the
implementation the of hired workers interests.

The first suggests that small business is characterized by significantly better characteristics
than the sector of large businesses, but a low specific weight of small businesses in the aggregate
labor cost of industry, which does not allow small businesses to significantly affect the average for
industry labor cost share in value added. This scenario was observed in such industries as
“Transportation and storage, postal and courier activities”, "Manufacturing”" and "Agriculture,
forestry and fishing". The second scenario suggests that having a sufficiently large share in the total
labor cost to significantly affect the average for industry proportion of value added distribution, a
small business is not characterized by better than large conditions for the realization of hired
workers interests: the rate of reduction the labor cost share in value added is close to a similar
indicator of big business.

Finally, such industry as "Wholesale and retail trade; repair of motor vehicles and
motorcycles" was the only example where the positive impact of a small business offset the
negative processes in large business sector. The increasing in the share of labor costs in value added
was the result of the positive impact of small business where conditions for the hired workers
interests realization have improved, unlike the large sector business, where the burden of curtailing
the scope of economic activity was shifting mainly to hired workers.
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