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1. INTRODUCTION 
Small and medium enterprises play an important role in the modern econo-
my, accounting for the majority of enterprises quantity, as well as a significant 
share of economic weight in terms of job creation and production. 

However, comparing to their role in the economy, SMEs are weakly presented 
at international markets as it is much harder for them to overcome barriers to 
trade due to lack of necessary financial and human resources. Thus, addressing 
trade barriers by SMEs can result in a significant expansion of international 
trade. Free trade agreements are one of the instruments, which could help ad-
dressing trade barriers in general and for SME, in particular. 

This paper aims at the analysis of how SMEs are addressed in FTAs concluded 
by Ukraine. The rest of the paper is structured as follows: Section 2 provides 
with EU and Ukrainian approaches to definition of SMEs, Section 3 analyses 
the role of SMEs in Ukrainian economy, Section 4 compares international ex-
perience of SMEs role in trade to the Ukrainian realities, Section 5 contains 
information on what FTA could potentially do for SMEs, Section 6 shows how 
Ukraine’s FTA address the problems of SMEs, Section 7 concludes.

2. DEFINITION OF SMES
We consider the definition of small and medium enterprises from the perspec-
tive of both European and Ukrainian practices. We start with the EU definition 
and then compare it to the Ukrainian one. 

2.1 European approach to definition

The European approach was adopted by Commission Recommendation 
2003/361/EC of 6 May 2003.1 The aim of this approach is coordination and 
improvement efficiency of policies targeting SMEs, which is conducted by the 
European Commission, the Member States, the European Investment Bank 
(EIB) and the European Investment Fund (EIF).

To start with, the enterprise is defined to be any entity engaged in an economic 
activity, irrespective of its legal forms, including self-employed persons and 
family businesses engaged in craft or other activities, as well as partnerships or 
associations regularly engaged in and economic activity. Within the popula-
1  http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:en:PDF
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tion of enterprises, only a specific sample can be considered as SMEs, which 
is made up of enterprises employing fewer than 250 persons and reporting 
annual turnover not exceeding EUR 50 m and/or annual balance sheet total 
not exceeding EUR 43 m. In its turn, SMEs include subsets of micro, small 
and medium enterprises. In order to distinguish between these types of SMEs, 
special criteria are applied. (Table 2.1)

Table 2.1: Criteria for defining micro, small and medium enterprises 
in the European Union

Size Employees Turnover
and/

or
Annual balance sheet 

total

Micro <10 ≤ EUR 2 m ≤ EUR 2 m

Small <50 ≤ EUR 10 m ≤ EUR 10 m

Medium <250 ≤ EUR 50 m ≤ EUR 43 m

Source: Commission Recommendation 2003/361/EC of 6 May 2003 

These ceilings shown in Table 1 are regarded as maximum values. However, the 
Member States, the EIB, and the EIF in some cases may fix lower thresholds 
in implementing their policies or partly apply these criteria, for example, the 
only number of employees as the criterion of staff numbers remains one of the 
most important, and must be observed as the main one. Introducing a finan-
cial criterion is nonetheless a necessary adjunct in order to grasp the real scale 
and performance of an enterprise and its position compared to its competitors. 
But sometimes turnover may not be a desirable sole financial criterion, in par-
ticular because enterprises in the trade and distribution sector have by their 
nature higher turnover figures than those in the manufacturing sector. To ad-
dress these difficulties, the turnover criterion should be combined with that of 
the balance sheet total as it reflects the overall wealth of business. It is possible 
that either of these two criteria can be exceeded. Additionally, as turnover ceil-
ing refers to enterprises engaged in very different types of economic activity, it 
should be updated to take account of changes in both prices and productivity 
in order not to restrict the usefulness of this definition.
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According to the European definition, in order to understand the real eco-
nomic position of SMES, it is also necessary to remove from the sample under 
consideration those enterprises whose economics power may exceed that of 
genuine SMEs. Thus, a distinction should be made between various types of 
enterprises, depending on:

• whether they are autonomous (less than 25% belong to investors who    
have a positive role in financing and creation of given enterprise); 

• whether they have holdings which do not entail a controlling position  
(partner enterprises);

• whether they are linked to other enterprises.

2.2 Ukrainian approach to definition 

Ukrainian approach to the definition of SMEs is contained in the Commercial 
Code of Ukraine.2 Article 55 of the Code defines business entities and distin-
guishes between entities, which can be treated as micro, small and medium 
enterprises. To start with, business entities are defined as parties of economic 
relationships (legal or natural persons) that carry out economic activity, exer-
cising their economic competence (integrity of economic rights and obliga-
tions), have separate property and suffer liability by their obligations within 
this property, except for cases, envisaged by the law.

Considering the thresholds for micro, small and medium enterprises, in gen-
eral, they are similar to the European approach, however, some differences 
exist. Firstly, Ukrainian definition is based on two criteria, employment, and 
turnover, whereas balance sheet total is not considered. Secondly, as financial 
results in Ukraine are reported in hryvnia and margin values are denominated 
in euro, turnover should be converted to euro using the average official ex-
change rate of the National Bank of Ukraine for the reporting year.

2   http://zakon4.rada.gov.ua/laws/show/436-15/page2
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3. ROLE OF SMES IN UKRAINIAN ECONOMY
The category of SMEs plays a significant role in the Ukrainian economy. As of 
the end of 2014, 1.9 m of business entities were classified as SMEs, including 
1.6 m of natural persons. In total, SMEs are characterized by the employment 
of 8.8 m and sales of UAH 4459.7 bn. These figures reflected the economic 
weight3 of SMEs (average over 2010-2014) equal to 99.97% of business entities, 
76.46% of employment and 60.11% of sales (Figure 3.1). However, dynamics 
shows that SMEs demonstrated ambiguous tendencies in 2010-2014. During 
the analysed period, the number of small and medium business entities de-
creased by 0.25 m, which lead to lower employment (-1.5 m), but higher total 
sales (+ UAH 522 bn). 

Figure 3.1: Economic weight of SMEs in Ukrainian economy (average in 
2010-2014)

Source: State Statistics Service of Ukraine

3   We refer here to economic weight as a share of a specific sample in a whole population by different 
indicators.
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Berlin Economics (2014) compared the economic weight of SMEs in Ukraine 
with some benchmark economies (Table 3.1). Analysis of the data shows that 
Ukraine is more similar to less developed economies of EU (e.g., Slovakia) in 
a number of entities and employment,4 whereas sales share corresponds to the 
most advanced ones (e.g., Germany). 

Table 3.1: Economic weight of SMEs in Ukraine comparing to 
benchmark economies

Share of SMEs, % Ukraine
Benchmarks

EU-27 Germany Poland Slovakia

Number of enterprises 99.9 99.8 99.5 99.8 99.9

Sales 60.4 57.9 60.9 69.0 71.2

Employment 75.5 66.9 60.9 69.0 71.2

Source: Berlin Economics (2014) Towards a modern SME policy in Ukraine. 03 November 
2014 

Statistics also shows that SMEs are more important for the production of ser-
vices than for the production of goods. For example, such types of economic 
activity as industry and transportation are the least dependent on small and 
medium business entities as they underperform the total figures for Ukraine 
by all of the analyzed indicators. On the other hand, many types of services 
demonstrate the importance of SMEs close to 100%. (Figure 3.2).

4   Employment means hired persons and owners of business
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Figure 3.2: Economic weight of SMEs by economic activity in 2014 (legal 
persons only)5

Source: State Statistics Service of Ukraine

Figure 3.3 also shows the regional diversity of SMEs, represented by legal per-
sons, calculated as a number of business entities per 1000 inhabitants. We can 
observe higher density of SMEs in South and East, as well as Kyiv, as these 
regions are characterized by the strongest economic activity.

5   * - data for big and medium enterprises are confidential
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Figure 3.3: Regional diversity of SMEs (only legal persons are included)

Source: Berlin Economics (2014) Towards a modern SME policy in Ukraine. 03 November 
2014

4. SMES IN INTERNATIONAL TRADE OF GOODS
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SMEs account for 81% of exporters and 34% of exports value.7 However, there 
is the participation of SMEs is heterogeneous among the EU members (Figure 
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7   http://trade.ec.europa.eu/doclib/docs/2014/september/tradoc_152792.pdf
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extra-EU SME exports. In such EU members as Cyprus, Estonia, Ireland, and 
Latvia the share of SMEs in total exports exceeds 50%, whereas in Luxem-
bourg, Slovakia and Hungary it does not exceed 20%. The same holds for the 
share in a number of exporting firms. Whereas in Lithuania, Latvia and Aus-
tria the share of SMEs in a total number of exporters exceeds 95%, in Germany, 
Czech Republic, and Estonia it is close to 60%. 

Another research shows that in USA share of SMEs (<250 employees) in ex-
ports is close to one-quarter, in APEC – varies between 19 and 31%, whereas 
in South America – between 5 and 35%.8

Figure 4.1: SMEs role in extra-EU exports by EU member in 2012 (only 
legal persons are included)

Source: Cernat, Norman-López, and T-Figueras (2014) SMEs are more important than you 
think!: Challenges and opportunities for EU exporting SMEs. Chief Economist Note

Thus, it is important to explore how the structure of Ukraine’s international 
trade corresponds to this benchmark in order to estimate room for potential 
expansion of SMEs in Ukraine’s exports and imports. 

8   http://www.oecd.org/cfe/smes/31919223.pdf
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4.2 Ukraine’s exports

Small and medium enterprises account for 85.5% of exporters but stands for 
39.6% of a total number of shipments and 14.5% of merchandise exports value 
(Table 4.1). SMEs also tend to export less number of goods to less number of 
countries. Whereas large exporters sell, on average, 15.9 goods (at 10 digits 
of HS classification) to 7.9 markets, for SMEs the respective numbers are 5.2 
goods to 2.6 markets. Average value of large exporters’ shipment was 3.9 times 
higher than an average shipment of exporting SME. More detailed breakdown 
of exporting SMEs shows that most of them are presented by micro firms 
(40.0%), but medium enterprises make more shipments of bigger value (21.2% 
of shipments, 10.1% of exports value). Micro exporters are also the least diver-
sified in both commodity structure and geography of their exports.

Comparing Ukraine with the EU members, one can notice that Ukraine is 
the closest to Slovakia where SMEs accounts for 87% of exporters and 17% of 
exports value.

Table 4.1: Role of SMEs in exports of goods in 2012

 
Share in 
value of 

exports, %

Share in 
number of 

transactions %

Share in 
number of 

exporters, %

Average 
number of 

goods

Average 
number of 
partners

Big 85.5% 60.4% 11.4% 15.9 7.9
SME 14.5% 39.6% 88.6% 5.2 2.6
including
Micro 1.3% 9.5% 40.0% 3.9 2.0
Small 3.1% 9.0% 26.5% 5.4 2.6
Medium 10.1% 21.2% 22.1% 7.5 3.9

Note: own calculations based on microdata

SMEs are differently presented at the markets of Ukraine’s trading partners 
(Figure 4.2). We compared to the share of SMEs in the Ukraine’s exports to 
Russia (FTA signed in 1993) and the EU (DCFTA is expected to be launched is 
2016, autonomous trade preferences are implemented since 2014). Comparing 
to the average of 14.5% exports value, SMEs accounts for 18.1% of exports to 
the EU market, 17.8% of exports to the Russian market and 9.9% to the mar-
kets of the rest of the world. Thus, SMEs are more represented at the key export 
markets of Ukraine.
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Figure 4.2: Regional diversity of SMEs exports in 2012 (only legal 
persons are included)

Note: own calculations based on microdata

4.3 Ukraine’s imports

Small and medium enterprises account for 96.2% of importers but stands for 
63.5% of a total number of shipments and 27.3% of merchandise imports value 
(Table 4.2). SMEs also tend to import less number of goods to less number of 
countries. Whereas large importers purchase, on average, 44.3 goods (at 10 
digits of HS classification) from 6.2 markets, for SMEs the respective numbers 
are 6.8 goods from 1.9 markets. Average value of large importers’ purchases 
was 4.6 times higher than an average shipment of importing SME. More de-
tailed breakdown of importing SMEs shows that most of them are presented 
by micro firms (75.9%), but medium enterprises make more shipments of big-
ger value (27.6% of shipments, 15.3% of imports value). Micro importers are 
also the least diversified in both commodity structure and geography of their 
imports.
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Table 4.2: Role of SMEs in imports of goods in 2012

 
Share in 
value of 

imports, %

Share in 
number of 

operations, %

Share in 
number of 

importers, %

Average 
number of 

goods

Average 
number of 
partners

Big 72.8% 36.5% 3.8% 44.3 6.2

SME 27.3% 63.5% 96.2% 6.8 1.9

including

Micro 3.5% 16.1% 75.9% 3.3 1.5

Small 8.5% 19.9% 13.1% 17.7 3.1

Medium 15.3% 27.6% 7.2% 24.7 4.1

Note: own calculations based on microdata

Analysis of size structure imports by trading partners (Figure 4.3) shows that 
imports from Russia much less depends on SMEs (12.4%) than those origi-
nated in the EU (40.4%) or the rest of the world (39.8%), which could be ex-
plained by minerals, which dominated in Ukraine’s imports from Russia.

Figure 4.3: Regional diversity of SMEs imports in 2012 (only legal 
persons are included)

Note: own calculations based on microdata
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5. WHAT POTENTIALLY FTAS CAN GIVE TO SMES

5.1 Key challenges faced by SMEs at international markets

Even if a small or medium company is able to face trade barriers and enter the 
foreign market, it will be subject to wide range of new problems. A study by 
OECD9 on removing barriers to SME access to international market highlights 
a set of challenges, which are the following:

• Identifying international business opportunities, locating and analyzing 
markets – SMEs are unable to identify and make the best use of international 
market opportunities due to time, competency and finance limits.

• Contacting overseas customers — it is difficult for SMEs to enter the 
new market in a best way or o identify potential high-value customers 
due to the lack of knowledge.

• Obtaining reliable foreign representation — SMEs face difficulties in 
engaging suitable agents and effectively managing them at a distance as 
is requires additional managing time and capabilities.

• Accessing finance for internationalization — SMEs may face a shortage 
of funding by financing institutions as well as lack or relevant financial 
skills.

• Allocating managerial time to deal with internationalization — time is 
the most limited resource to SME owner, whereas entry into international 
markets requires allocation of significant time and effort.

• Engaging specialist staff to assist with the management of international 
markets — often SMEs cannot afford to hire technical, legal, marketing, 
e-commerce, and supply-chain specialists required for internalization.

• Meeting the cost of accessing markets — internalizing SMEs faces 
additional in-market transportation, distribution cost that are not faced 
by local competitors, which makes it difficult to compete at the foreign 
markets.

9   http://www.oecd.org/industry/smes/37818332.pdf
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• Dealing with anti-competitive behavior — SMEs may face anti-
competitive behavior of local firms of governments (additional 
administrative burden) of by competing for foreign firms (dumping).

• Difficulties in accessing of support from government – there could be 
little government support for internalizing SMEs, of there could be little 
information on such support, of the process of gaining such support 
could be complex.

5.2 Effects of general provisions of FTAs on SMEs

Potentially SMEs can gain from the conclusion of FTAs; however, their capac-
ity to use these opportunities is much lower than those of big companies. In 
general, Free Trade Agreements, by reducing tariff and non-tariff measures, 
make it cheaper and easier for SMEs to start or expand their exports to anoth-
er party’s market. However, additional risks can emerge for the whole nation-
al business, in general, and SMEs, in particular, as, on the one hand, easier 
access to domestic market will facilitate higher competitive pressure, and, on 
the other hand, adaptation to possible changes in regulatory framework can 
demand extra cost, which could be too burdensome for small enterprises. In 
the context of their impact on SMEs’ trade such topics as tariffs reduction and 
elimination, customs and trade facilitation, services access, TBT/SPS, intel-
lectual property protection, transparency, government procurement, etc. can 
be discussed. 10 11

Tariffs reduction and elimination. Despite in modern international trade, tar-
iffs are not the main trade barriers, they continue to be more burdensome 
for small and medium business entities comparing to the big ones. Thus, in 
some cases, removal of such tariffs could allow SMEs to sell more their prod-
ucts abroad, or even start international sells for the first time. However, the 
expected effect for SME could be less than those for bigger companies, which 
are more productive and able to expand their share at foreign markets due 
to trade liberalization. On the other hand, reduction of import tariff implies 
cheaper foreign inputs, which will benefit SMEs and reduce their cost of pro-
duction. 

10   http://www.ustr.gov/uscolombiatpa/small_business
11   http://www.ustr.gov/sites/default/files/03142014-TTIP-opportunities-for-SMEs.pdf
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Technical barriers to trade/Sanitary and phytosanitary measures. It is more dif-
ficult for SMEs to face additional costs arising from the need to comply with 
technical regulations and sanitary and phytosanitary measures of trade part-
ners, which differ from the national legislation. Thus, harmonization of tech-
nical regulations and SPS could significantly reduce trade costs for exporting 
and importing SMEs. However, these changes in legislations could require ad-
ditional investments in modernization of production facilities, so some firms 
will be out of the market due to inability to meet additional costs. 

Customs and trade facilitation. Another barrier to international trade arises 
from the inconsistency of customs procedures and regulations, as well as non-
transparent customs requirements. This barrier imposes additional fixed trade 
costs in terms of time and money being more harmful to SMEs. Thus, lower 
cost of crossing the border could primarily benefit SMEs.

Services access. The requirement of local presence at the destination market 
significantly reduces the export potential for services exporters, especially for 
small and medium ones. Elimination of such requirements could contribute to 
more intense trade in services between the trading partners and open access to 
foreign markets for SMEs exporting services.

Intellectual property protection. SMEs usually have less capacity to protect their 
intellectual property, so they are more likely to be affected by the inappropri-
ate protection of IPR at the foreign markets. FTAs, in case they contain any 
specific provisions, could contribute to better protection of IPR in a trading 
partner, thus, benefitting SMEs.

Transparency. SMEs could have limited capacities to follow changes in legisla-
tion of trading partners imposing a significant barrier for their exports. Thus, 
more prompt publication of relevant legislation and regulations could increase 
predictability of trading partners’ trade policy, as well as lower potential costs 
due to unexpected changes in rules of trade. 

Government procurement. SMEs also could face limited capacities in access to 
foreign government procurement. As a result, easier access here could create 
additional opportunities for SMEs to expand their exports. 
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Electronic Commerce. By making easier interactions between exporters/im-
porters with customers/suppliers, e-commerce facilitates international trade 
and creates opportunities for the comparatively higher value of trade in more 
goods with more trading partners. Thus, specific legislation on e-commerce 
as well as duty-free treatment of goods traded via the Internet could create an 
additional market place for SMEs. 

Gains through value chains. SMEs also could benefit from international trade 
without direct engagement in it. Providing inputs required for the production 
of exported goods or purchasing foreign inputs, SMEs could benefit from the 
easier access of bigger enterprises to foreign markets resulted from FTAs.

5.3 SME-specific provisions in FTAs

Analysis of Global Preferential Trade Agreements Database by World Bank12 
shows that approximately one-fifth of FTAs reported as those being in force 
(56 out of 256) contain a direct provision regarding SMEs. Mainly these pro-
visions contain provisions on cooperation issues, which include information 
exchange, legal and professional cooperation, partnership, trade-related is-
sues, government procurement, access to financing, assisting in starting new 
businesses, intellectual property protection, adoption of new technologies 
and technology transfer, trade in services, technical assistance, human re-
sources and investment-related issues (Table 5.1).

12   http://wits.worldbank.org/gptad/
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Table 5.1: Specific commitments on SMEs in the world practice of free 
trade negotiations

Areas of 
cooperation Provisions

General 
information 
exchange

Information exchange between Parties through conferences, 
seminars, experts dialogue, training programs, and promo-
tion of contacts between economic operators;

Information and know-how exchange aimed at improvement 
of legal, administrative, technical, tax and financial conditions 
necessary for the development and expansion of SMEs and 
their cross-border cooperation.

Legal and 
professional 
cooperation

Exploring jointly effective strategies and support policies for 
the development of SMEs, including financial support and in-
termediary services;

Publication and exchange of documents concerning SMEs;

Support the improvement of business development, especially 
related to aspects of policies and norms that aim for the com-
petitive development of SMEs;

Establishment of networks among appropriate entities of both 
Parties that provide assistance to SMEs;

Exchange expertise on entrepreneurship, management, re-
search and management centers, quality and production 
standards.

Partnership Promotion of business partnership and development of pro-
duction chains.

Trade

Promotion of SMEs exporting activities through access to 
information regarding mandatory procedures, regulatory 
regimes and other relevant information on markets of other 
Parties.

Government 
procurement

Exchange information on respective approaches to maximize 
access for SMEs into the government procurement market.
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Areas of 
cooperation Provisions

Access to 
financing

Facilitating access to credit and improving conditions for 
SMEs to access credit making them more flexible; 

Encouraging partnership and information exchange for SMEs 
financing institutions (credits, bank, guarantee organizations, 
seed capital firms).

New 
businesses Assisting SMEs to start up businesses.

Intellectual 
property

Stimulating the creation and development of intellectual 
property.

Adoption 
of new 
technologies 
and 
technology 
transfer

Promotion of new technologies adoption in SMEs to update 
their company management, extend their markets.

Supporting technological innovation transfer to SMEs and 
improvement of productivity;

Increasing access to information on technological promotion 
programs for SMEs and financial support and encouragement 
programs for SMEs.

Services

Provision of the specialized services required by SMEs (man-
agement training, accounting, marketing, quality control) and 
strengthening of agencies providing such services;

Support for the commercial promotion for SMEs in services 
sector;

Assisting SMEs to overcome obstacles encountered in the use 
of electronic commerce.

Technical 
assistance

Provision of technical assistance, in particular, for the estab-
lishment of appropriate institutional support for SMEs, at the 
national and regional level, in respect of financial, training, 
advisory, technological and commercial services. 
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Areas of 
cooperation Provisions

Human 
resources

Promotion of training and personnel exchange between SMEs 
of Parties and relevant business advisors and industrial asso-
ciations;

Development of human resources and management skills to 
increase the knowledge of other Parties markets.

Investments

Giving priority to promoting business and investment oppor-
tunities as well as joint ventures between small and medium-
sized enterprises (SMEs) of the two countries;

Development of a mechanism for joint investments.

In some cases, Parties can designate working groups of committees on evalu-
ation the effects of given FTA Agreement on SMEs. In particular, such institu-
tions can perform some or all of the following functions:

•  reviewing and discussing issues concerning the effective implementation 
of provisions regarding SMEs;

• exchanging views and information on the promotion of SMEs 
cooperation;

• identifying and recommending ways of further cooperation between 
Parties;

•  identification of available opportunities for the training of small business 
personnel in government procurement procedures;

• identification of SMEs interested in becoming trading partners of small 
businesses in the territory of another Party;

• development of databases of SMEs in the territory of each Party for use 
by entities of another Party wishing to procure from small businesses;

• consultations regarding the factors that each Party uses in establishing 
its criteria for eligibility for any SMEs programs;

• activities to address any related matter.
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6. ARE FTAS SIGNED BY UKRAINE FOCUSED ON 
SMES?

6.1 General overview of Ukraine’s FTAs

Currently, Ukraine has 16 FTAs in force and 1 FTA, which is signed but not 
implemented in a full scope yet. Most of these FTAs are concluded within the 
post-Soviet region, however, free trade areas which came into force recently 
shows that Ukraine moves the gravity of its international trade to the Euro-
pean direction (Table 6.1). 

Table 6.1: FTAs concluded by Ukraine

Trade 
partner Type Coverage Date of 

signature

Date of 
entry into 

force
CIS + Georgia

Armenia RTA, bilateral
Goods (GATT Art.

XXIV)
07 Oct 1994 18 Dec 1996

Azerbaijan RTA, bilateral
Goods (GATT Art 

XXIV)
28 Jul 1995 02 Sept 1996

Belarus RTA, bilateral
Goods (GATT Art.

XXIV)
17 Dec 1992 11 Nov 2006

Georgia RTA, bilateral
Goods (GATT Art.

XXIV)
09 Jan 1995 04 Jun 1996

Kazakhstan RTA, bilateral
Goods (GATT Art.

XXIV)
17 Sept 1994 19 Oct 1998

Kyrgyzstan RTA, bilateral
Goods (GATT Art.

XXIV)
26 May 1996 19 Jan 1998

Moldova RTA, bilateral
Goods (GATT Art.

XXIV)
13 Nov 2003 19 May 2005

Russian 
Federation

RTA, bilateral
Goods (GATT Art.

XXIV)
24 Jun 1993 21 Feb 1994

Tajikistan RTA, bilateral
Goods (GATT Art.

XXIV)
06 Jun 2001 11 Jul 2002

Turkmenistan RTA, bilateral
Goods (GATT Art.

XXIV)
05 Nov 1994 04 Nov 1995

Uzbekistan RTA, bilateral
Goods (GATT Art.

XXIV)
29 Dec 1994 01 Jan 1996
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Trade 
partner Type Coverage Date of 

signature

Date of 
entry into 

force

CIS
RTA, 

plurilateral
Goods (GATT Art.

XXIV)
18 Oct 2011 20 Sept 2012

CEZ
RTA, 

plurilateral
Goods (GATT Art.

XXIV)
19 Sept 2003 20 May 2004

Europe

Macedonia RTA, bilateral
Goods (GATT Art.

XXIV)
18 Jan 2001 05 Jul 2001

Montenegro RTA, bilateral
Goods & Services 

(GATT Art.XXIV & 
GATS Art.V)

18 Nov 2011
01 January 

2013

EFTA RTA, bilateral
Goods & Services 

(GATT Art.XXIV & 
GATS Art.V)

24 Jun 2010 01 June 2012

EU RTA, bilateral
Goods & Services 

(GATT Art.XXIV & 
GATS Art.V)

27 Jun 2014 01 Jan 2016

Source: UNDP (2011)
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6.2 FTAs within post-Soviet region

In 1990s Ukraine signed FTAs with most of CIS countries, which in 2000s were 
replaced by plurilateral agreements, however, the initial bilaterals are still in 
force. Thus, it is reasonable to analyze both these groups of FTAs.

Currently, Ukraine has bilateral FTAs with Russia,13 Armenia,14 Azerbaijan,15 
Belarus,16 Georgia,17 Kazakhstan,18 Kyrgyzstan,19 Moldova,20 Tajikistan,21 Turk-
menistan22 and Uzbekistan23 in force. Agreements with Latvia, Lithuania, and 
Estonia, which also were signed in the 1990s are not currently in force, as 
these countries joined the EU and nowadays belong to the EU customs area. 
All of these bilateral FTAs consider only trade in goods and do not contain 
specific provisions on SMEs. The Parties commit to reducing tariff and non-
tariff measures in mutual trade, ensure transit of goods, transparency, as well 
as regulate issues on dispute settlement. 

Since 2000, when a first FTA within CIS24 was signed, trade liberalization be-
tween post-Soviet countries transformed from being bilateral to plurilateral. 
However, the first version of CIS FTA was not implemented. As a result, a 
new CIS FTA25 was signed in 2011, which in further was ratified by Ukraine 
in 2012. This new agreement included a more broad set of issues; however, 
they still were related only to trade in goods and did not contain any specific 
provisions on SMEs. Among the commitments, the following were included: 
elimination of import tariffs, elimination of non-tariff barriers, rules of origin, 
national regime, government procurement, free transit, trade defence instru-
ments, elimination of subsidies, TBT and SPS, re-exports. In addition, the Par-
ties signed an Agreement on technical barriers in the free trade area,26 which 
is based on WTO Agreement on trade barriers in trade. 

13   http://zakon4.rada.gov.ua/laws/show/643_057
14   http://zakon4.rada.gov.ua/laws/show/051_001
15   http://zakon4.rada.gov.ua/laws/show/031_518
16   http://zakon4.rada.gov.ua/laws/show/112_007
17   http://zakon4.rada.gov.ua/laws/show/268_600
18   http://zakon4.rada.gov.ua/laws/show/398_008
19   http://zakon4.rada.gov.ua/laws/show/417_003
20   http://zakon4.rada.gov.ua/laws/show/498_029
21   http://zakon4.rada.gov.ua/laws/show/762_008
22 http://zakon4.rada.gov.ua/laws/show/795_523
23 http://zakon4.rada.gov.ua/laws/show/860_003
24 http://zakon4.rada.gov.ua/laws/show/997_051
25 http://zakon4.rada.gov.ua/laws/show/997_n25
26   http://zakon4.rada.gov.ua/laws/show/997_a48
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Thus, signed within the post-Soviet region FTAs do not contain specific provi-
sions on SMEs and regulate only trade in goods, however, they are very impor-
tant for Ukrainian business, including SMEs. On the one hand, they provide 
easier access to a broad number of countries with a huge total market, as well 
as allow small firms to import raw materials and intermediate goods at lower 
prices, which is very important for SMEs. In addition, stable and clear rules of 
international trade with neighboring countries create additional incentives for 
expansion of SMEs’ both international and domestic economic activity.

6.3 FTAs with European countries

Since 2000s Ukraine intensified its trade cooperation with European countries. 
It resulted in FTAs with Montenegro,27 Macedonia28 EFTA states,29 and the 
EU.30 In addition to easier access to the markets of European countries, these 
agreements signaled to Ukrainian business gradual reorientation of Ukraine to 
Europe, at least in international trade. Moreover, usually FTAs with the Euro-
pean countries imply a higher level of cooperation and more advanced com-
mitments. 

FTA with Macedonia deals with trade in goods, but the commitments are 
deeper than those with CIS countries. They include commitments on elimina-
tion of both import and export duties, NTBs and VERs, cooperation on TBT 
and SPS, special commitments on agriculture, trade defence instruments, re-
exports, regulation of monopolies and state support, rules of origin, customs 
matters, competition, payments, intellectual property rights, government pro-
curement, dispute settlement. Whereas FTA with Macedonia considers only 
trade in goods, the Agreement with Montenegro also includes commitments 
on trade in services, which are based on GATS.

The FTA between Ukraine and EFTA is broader than described above Agree-
ments in the context of SMEs, as in addition to commitments on goods, ser-
vices and other included in previously mentioned FTAs, an important feature 
of Agreement with EFTA is provisions on cooperation in order to maintain 
better access for small business suppliers to respective markets of Parties and 
their government procurement systems (Article 6.10. Cooperation). 

27   http://zakon4.rada.gov.ua/laws/show/892_008/print1424052322985022
28   http://zakon2.rada.gov.ua/laws/show/807_200
29   http://www.efta.int/free-trade/free-trade-agreements/ukraine
30   http://eeas.europa.eu/ukraine/assoagreement/assoagreement-2013_en.htm
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Although Association Agreement between Ukraine and the EU and underly-
ing Deep and Comprehensive Free Trade Area are not implemented yet, as of 
the current date this is the most advanced package on trade liberalization. 

In addition to a broad scope of trade-related provisions, Association Agree-
ment contains specific commitments regarding SMEs. To specify, these com-
mitments are described in Chapter 10 Industrial and Enterprise Policy, Title V 
Economic and Sector Cooperation. According to these commitments, Parties 
should enhance their cooperation on the improvement of an administrative 
and regulatory framework for both Ukrainian and EU businesses and should 
base it on the EU’s SME and industrial policies, taking into account interna-
tionally recognized principles and practices. In order to reach these goals, the 
Parties agreed to cooperate as follows:

• Implement strategies for SME development, based on the European 
Charter for Small Enterprises, and monitor the implementation process;

• Create better framework conditions for greater competitiveness via 
the exchange of information and good practices (including structural 
changes, environmental issues, energy efficiency and cleaner 
production);

• Simplify and rationalize regulation and regulatory practice, implementing 
best EU regulatory good practice;

• Encourage the development of innovation policy via the exchange of 
information and good practice of R&D commercialization, cluster 
development and access to finance;

• Encourage more contacts between EU and Ukrainian firms and between 
these firms and the authorities in Ukraine and in the EU;

• Support establishment of export promotion activities in Ukraine;

• Facilitate the modernization and restructuring of both Ukrainian and 
EU industry in certain sectors;

• Implementation of European best practices in doing business will 
contribute significantly to more favorable business and investment 
climate. Unification and integration relevant legislation and regulatory 
practices with the respective ones of the EU is expected to ease access 
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to the European market for Ukrainian companies, as well as increase 
competitiveness of Ukrainian business, especially SMEs.

As we mentioned above, it is harder for SMEs to gain from FTAs comparing 
to big companies. More advanced commitments within FTAs with the Euro-
pean countries allows not only liberalize trade in goods and services but also 
facilitated the involvement of SMEs to international trade and promote more 
favorable conditions for business at international markets.

Box 1 European Charter for Small Enterprises

The European Charter for Small Enterprises was adopted by the General 
Affairs Council in Lisbon on 13 June 2000 and approved at the European 
Council held in Feira on 19-20 June of the same year.

Introductory part of the Charter recognizes small enterprises as the 
backbone of the European economy and the main driver for innovation, 
employment as well as social and local integration in Europe. With this 
respect, the following principles, goals and lines of action were developed.

Principles:

• Acknowledge the dynamic capacities of small enterprises in answering 
to new market needs in providing jobs;

• Stress the importance of small enterprises in fostering social and 
regional development , while behaving as examples of initiative and 
commitment;

• Recognize entrepreneurship as a valuable and productive life skill, at 
all levels of responsibility;

• Applaud successful enterprise, which deserves to be fairy rewarded;

• Consider that some failure is concomitant with responsible initiative 
and risk-taking and must be mainly envisaged as a learning 
opportunity;

• Recognize the values of knowledge, commitment and flexibility in 
the new economy.
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Obligations: 

• Strengthen the spirit of innovation and entrepreneurship which enables 
European business to face the challenges ahead;

• Achieve a regulatory, fiscal and administrative framework conducive to 
entrepreneurial activity and improve the status of entrepreneurs;

• Ensure access to markets on the basis of the least burdensome requirements 
that are consistent with overdriving public policy objectives;

• Facilitate access to the best research and technology;

• Improve access to finance throughout the entire life-cycle of an enterprise;

• Continuously improve performance offering the best environment for 
small businesses in the world;

• Listen to the voice of small businesses;

• Promote top-class small business support.

Lines for action

• Education and training for entrepreneurship;

• Cheaper and faster start-up;

• Better legislation and regulation;

• Availability of skills;

• Improving online access;

• More out of the Single market;

• Taxation and financial matters;

• Strengthen the technological capacity of small enterprises;

• Successful e-business models and top-class small business support;

• Develop stronger, more effective representation of small enterprises’ 
interests at Union and national level.
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7. CONCLUSIONS

Small and medium enterprises in Ukraine stands for business entities with 
employment and sales not exceeding 250 persons and EUR 50 m, respectively. 
In 2010-2014 SMEs in Ukraine accounted for 99.97% of entities, 76.46% of 
employment and 60.11% of sales. Comparing these figures to the EU coun-
tries, Ukraine is more similar to Slovakia in terms of entities and employment, 
but the share in overall sales is closer to Germany. At the sectoral level, SMEs 
are less presented in industry and transportation, whereas dominates services.

The analysis shows that SMEs are relatively underrepresented at the world 
markets, accounting for from one-quarter to one-third of exports, but pro-
ducing almost half of GDP. The EU case shows that here SMEs stands for 81% 
of exporters and 34 % of export. The EU member most similar to Ukraine in 
terms of these figures is Slovakia.

In 2012, Ukraine’s SMEs accounted for 14.5% of exports value, sold though 
39.6% of shipments by 85.5% of exporters. Exporting SMEs on average had a 
number of exported goods, the number of trading partners and average trans-
action value twice less than the big exporters. On the imports side, SMEs ac-
counted for 27.3% of imports value, purchased through 63.5% of shipments by 
96.2% of importers. Importing SMEs purchased 7 times fewer goods from 4 
times fewer markets, the average value of the purchase was 5 times less.

At the international markets, in addition to facing traditional trading costs, 
SMEs also lack capacities to identify business opportunities, contact overseas 
customers, obtain foreign representation, access financing, allocate managerial 
time, engage specialist staff, meet market access costs, deal with anti-competi-
tive behavior and obtain support from the government. 

Establishment of FTAs, in general, could help firms to reduce trade barriers 
by decreasing tariff protection, lowering TBT and SPS barriers, make easier 
customs clearance, facilitate services trade, protect IPR, improve transparency 
of trade policy, make access to government procurement easier, facilitate elec-
tronic commerce. The indirect effect of FTAs for SMEs could arise from in-
volvement in supply chains. Analysis of world practices shows that some FTA 
contains SME-specific provisions are included in above mentioned general 
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provisions or separate requiring an additional vector of bilateral or multilat-
eral cooperation (e.g., by creating special working groups).

Analysis of FTAs concluded by Ukraine shows that most of these agreements 
do not face specific trade barriers of SMEs. However, FTA with EFTA coun-
tries and DCFTA with the EU have such provisions. EFTA contains general 
cooperation provisions on facilitating SMEs foreign trade. DCFTA stimulates 
cooperation on the improvement of administrative and regulatory framework 
based on respective best EU practices, including European Charter of Small 
Enterprises. Being supportive for Ukrainian SMEs, these practices are expect-
ed to be incorporated in Ukraine with the implementation of DCFTA.




