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Abstract. In today’s system of global marketing the national economic development and
increasing international competitiveness are determined by two key factors: natural, recourses and
nations ability being engaged into business. While the first one is unpredictable, the second is
based on people’s attitude and desire to obtain knowledge and skills for further development of
business relations. The core idea of this article is to present the situation of small business in
Russian Federation. So the research is carry out to analyze the evolution of small business and the
possibilities to use world method and experience of running and operating small business, to
adopt them successfully to local political and economic situation. To compete internationally and
produce qualified product is rather difficult process, so the necessity of creating the highest
possible condition arise. People engaged into business activity should be ready to meet today’s
economic challenge and be able to resist any financial crisis.

Keywords: Enterprises; subsidies; loan; government; support program; general tax system;
simplified tax system; patent-based simplified tax system.

Introduction. There are numerous reasons of considering small business as an important
factor of development nation economy. Until the 1970s there was a widespread belief that business
would become increasingly concentrated on large units. It was thought that mass production
techniques would provide economic growth of any nation. So small companies were referred to as a
peripheral business and could prosper only by large units. Considering all aspects we can easily
state out that this attitude is wrong.

The existence of a strong, healthy small business community has been recognized as the best
way to preserve competition, prevent monopolistic control of any industries, and thus to assure the
population of the benefit of competition through elastic prices and qualified products and services.

Running small and medium business is important source of income generation and wealth
creation. The present state of small and medium-sized enterprises (SME) in Russia does not meet
modern economic requirements, so to overcome the difficulties and enter into a new path of
development basic problems of operating SME should be defined, analyzed and solved. Strong
market economy, in accordance with global standards, requires new challenges: to operate in the
well structured business environment with multitude choice of small companies. To provide strong
development of small and medium business is not easy without government support, including
concession of subsidies for specific businesses, primarily in the form of tax advantages and long
term loans, and the reduction of tax rates for specific activities.

The main idea, which stands behind the small and medium-sized companies, is their ability
to react immediately to economic changes, while for large companies this process is rather hard
during economic situation changes and rate of profits usually falls. That is the crucial point for
SME to mirror the general state of economy. [1]

What is small and medium business in Russia?

Different nations have slightly different definition for the term of “small and medium
enterprises”. For example, in the United States a business that has less than 100 employees is
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considered to be “small and medium business”, whereas it is less than 50 employees to qualify as a
“small and medium business” in the countries of European Union. [1]

The following criteria for classifying a business as small and medium are set out by The
Federal Law “About Development of SME in Russia”:

e micro enterprises - the number of the employees not more than 15 people, the amount of
annual turnover is limited to 60 million rubles;

e small enterprises— the number of the employees from 16 to 100 people, with an annual
turnover of 400 million rubles;

e medium-sized enterprises— the number of the employees from 101 to 250 people, the
annual turnover of 1 billion rubles;

Considering the geography of SME in Russia we see that they are mostly concentrated in
central region: in Moscow (20%) and St. Petersburg (12%), where the economic and human
resources for small and medium business activity are the most attractive. It is explained by the fact,
that financial situation is more lucrative in this area. According to the sphere of operation SME the
structure is presented by this way. Let us look at how SME are differentiated accordingly to the
branch of industry. Branch structure of SME has not completely changed in recent years. In 2011,
the vast part of SME operates in wholesaling, repair of motor vehicles and household appliances —
38%, renting and servicing activities — 21% and building and construction — 11%. Dynamic growth
was observed in mining and extraction of row materials from the Earth: electricity, gas and water
supplying services (11%) (Chart 1).

Chart 1. Branch structure of SME in Russia, 2011.
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Russian small and medium business is characterized by the tendency to “move into a
shadow”, which allows the companies to evade taxes, and, to lesser extent, to avoid the excessive
regulatory difficulties. According to the data of the Federal State Statistics Service (Rosstat) the
number of them declined in 2011 more, than 2008. The number of officially closed enterprises in
2011, proves that small and medium business in Russia choose to move into the shade (Chart 2).

[5]
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Chart 2. Statistic of Russian small and medium business.
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The contribution of small business to the GDP of Russia was between 15-17% and this is
particularly disappointing when compared with the leading developed countries (previous years it
accounted only 12%). For example, the share of SME in the United Kingdom, the USA, Germany,
Japan composed for 50-55% of GDP, and it was 65% in Italy and France (Chart 3). [4]

Chart 3. SME share in GDP of developed countries.
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SME support programs.

Most countries implement their SME support programs through the National Development
Banks (Germany, France), or through specialized agencies, funds, technology centres (the USA,
Canada). The Small Business Administration (SBA) is the United States government agency that
provides support to entrepreneurs and small and medium-sized businesses. The mission of the
Small Business Administration is "to maintain and strengthen the nation’'s economy by enabling
the establishment and viability of small businesses and by assisting in the economic recovery of
communities after disasters". Annual budget of SBA is approximately $15 billion, and 72% of these
assets are spent on loan guarantee. [2]

The European Union supports the European small and medium-sized enterprises, providing
them available grants, loans and guarantees, which is allocated either directly or managed
programs both the national or regional ones. For example, the European Union’s Structural Funds,
European Investment Fund support newly created and technology-oriented SME, providing them
with guarantees to financial institutions that cover credits to SME. [3]

One of dominate obstacles in the way of small business is the lack of financial support.
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According to the survey data, 15-20% of business expenditures were financed by
using external sources. Established Government small and medium business support program
identified the share of government in total invested sources amounted 40% and the rest of 60%
was provided by entrepreneur himself.

According to Russian budget for 2013-2015, presented by Finance ministry, government is
going to spend over 67.8 billion rubbles, dedicated to providing support to SME throughout the
country.

The financial support is provided in two ways: general tax system with tax benefits and
simplified system of taxation.

The first one consists of specialized and basic incentives for SME:

1) tax benefit to small enterprises for using accelerated depreciation methods;

2) SME engaged in production of consumer goods, construction industry and several other
fields, do not pay income tax in the first two years of operating;

The second way implies transition to the simplified system of taxation. Under this system
certain companies are free to choose to pay single tax or federal, regional and local taxes (including
VAT, property and sales taxes). Enterprises using this taxation system do not pay the uniform
social tax, but they are obligated to pay pension insurance contributions, VAT on imported goods
and state duties. Under these conditions taxpayers are entitled to choose whether they pay a
uniform tax at a rate of 6 % on the basis of all revenues or at a rate of 15% on the basis of income. In
2011, revenue from these special tax regimes, designed for SME, rose up to 15% and accounted
173.3 billion rubles. [6]

Tax reform, carried out in 2011, established new Patent-Based Simplified Taxation System.
The Patent-Based STS might be used only by the sole entrepreneurs and allows performing
business activity under the conditions of minimal tax burden and simplified reporting; the tax
declaration is not required to be submitted, all payments are fixed and do not depend on the
financial results of the entrepreneurship subject activity. Despite the novelty of this tax system,
experts note the significant rise of its popularity, revenue is announced to increase by two times.
[7]

Conclusion. In conclusion, it is necessary to highlight a great economy importance of small
and medium business for every country; it performs multiple economic and social functions.

In addition to tax deductions for budgets, SME develops economic sector by creating new
workplaces and promoting market competition. In the Russian Federation small and medium
business is on the stage of growth, and we are engaged into the process of reaching the developed
countries success. In spite of all drawbacks, the main aim has already been achieved. In 2006 the
Federal Law «About competition protection» was established, in 2008 the law on SME
development joined into force and governmental commission on SME development was formed, on
which decision a number of laws is accepted. Until now a range of different SME support projects
are formed to join into force. And as experts say, due to these factors the share of SME will increase
by 60% by 2020.

References:

1. Small businesses and their importance / http://www.dineshbakshi.com/igcse-business-
studies/business-activity/revision-notes/1258-small-businesses-and-their-importance [1]

2. Small business administration / http://en.wikipedia.org /wiki/ Small_ Business
__Administration [2]

3. European Union support programmes for SME

/ European Commission, Enterprise and Industry DG./ http://ec.europa.eu
/enterprise/newsroom/cf/itemdetail.cfm?item_id=5778&lang=en&tpa_id=174 [3]

4. Nalogooblozhenie malogo predprinimatelstva v Rossii | za rubezhom: realii | prognozi. I.A.
Mitrofanova, A.A. Erentraut/ “Molodoy Uchenii”, 2012 - No1 [4]

5. Statistica malogo i srednego biznesa — kratkie itogi sploshnogo issledovaniya Rosstata v
20011 / http://www.rcsme.ru/common/totals.asp [5]

6. Uproshchennaya sistema nalogooblozheniya (USNO) 2012 (RF)/
http://www.kadis.ru/nalogi/?id=46 [6]

7. Uproshchennaya sistema nalogooblozheniya na oshove patenta /
http://www.blh.ru/services/usn_patent.html [7]

52



http://en.wikipedia.org/�
http://ec.europa.eu/�

European Journal of Economic Studies, 2013, Vol.(3), Ne 1

YIK 338
PazBuTue MmaJjioro u cpeanero ousneca B Poccun 2011-2012 rr.

! Mapusa ImutpueBHa PriHziakoBa
2 Acsa JlesonoBHa Tymacsu

! CounmHCKUH TOCYAapCTBEHHBIM YHIUBEpCUTET, Poccus
354000, r. Coun, yi1. CoBeTckasi, 26a

Crynent

E-mail: m_i_| 0.91@mail.ru

2 COYMHCKUU rocy/lapCcTBeHHBIN yHUBEpPCUTeT, Poccus
354000, . Coun, y;i. CoBeTckast, 26a

Kanaugar nmejaroruyeckux Hayk, JOIEHT

E-mail: a-I-tumasyan@mail.ru

AnHOTamuA. BceM u3BeCcTHO, UTO Majible U CpeIHUE MPEAIPUATHSA UTPAIOT BAXKHYIO POJIb B
SKOHOMHUKE JIIO0OH CTPAHBI, TAK KaK BBIMIOJHAIOT PAJT SKOHOMUUYECKUX U COIUATBHBIX (DYHKIIHH.
OnHako, ypoBeHb pa3BUTHA MaJoOro U cpeaHero Ou3Heca B Poccuu He COOTBETCTBYET
CETOHAIIHUM IOTPEOHOCTSAM CTPaHBI, UTO MOOY’K/IaeT MPaBUTEJIbCTBO IPUHUMATD P, Mep A
MIO/I/IEPKKU U CTUMYJIMPOBAHUSA POCTA YMCJIA MAJIbIX U CPEJHUX MIPEeANPUATHH.

KirroueBbie cjoBa: TpeAunpuATHs; CYOCHUANH; CCy[a; HPABUTEIBCTBO; IIPOrPAMMBI
HOJIIEPIKKH; OCHOBHASI CHCTEMAa HAJIOTOO0JIOKEHUs; YIPOIIEHHAs CHCTEMA HAaJIOTOOOJIOMKEHUS;
YIIPOIleHHAs CUCTEMA HAIOT000JI03KEeHHA HAa OCHOBE [TaTEHTA.
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