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SMALL BUSINESS IN MODERN RUSSIA 

Аннотация: Данная статья посвящается малому бизнесу в Российской 

Федерации. В ней рассматривается количество малых и микропредприятий 

по федеральным округам России, критерии, которым должны 

соответствовать данные предприятия. Также в статье проанализированы 

преимущества и недостатки малого бизнеса в нашей стране. В завершении 

указаны проблемы и препятствия на пути развития малого 

предпринимательства.  
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Abstract: This article is dedicated to small business in the Russian 

Federation. It considers the number of small and micro enterprises in the federal 

districts of Russia, the criteria that these enterprises must meet. The article also 

analyzes the advantages and disadvantages of small businesses in our country. In 

conclusion, the problems and obstacles to the development of small business are 

indicated. 
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Small business is a commercial private enterprise that meets individual criteria 

specific to each individual state and industry. In the modern world, this type of 

business is an integral element of the market economic system, the economy and the 

life of society. In Russia, small business is the main criterion for increasing the level 

of quality of life, production efficiency and filling the market with necessary goods 

and services. Referring to the Unified Register of small and medium-sized 

businesses, the number of small enterprises in Russia is presented in Table 1. 

Table 1 

Number of small enterprises in the Russian Federation by federal 

districts (10.11.2018) 

  

 

Total 

Legal  

entities 

Individual 

entrepreneurs 

 

Micro-

enterprises 

 

Small 

enterprises 

 

Micro-

enterprises 

 

Small 

enterprises 

Russian 

Federation 

5 982 172 2 441 283 224 741 3 288 368 27 780 

Central FD 1 840 380 857 860 81 608 894 582 6 330 

Northwest FD 696 603 340 194 29 228 324 761 2 420 

Southern FD 709 015 186 730 17 291 501 399 3 595 

North Caucasus 

FD 

200 601 42 891 4 358 152 525 827 

Volga FD 1 071 268 419 090 41 325 604 432 6 421 

Ural FD 513 466 210 773 18 169 281 795 2 729 

Siberian FD 692 373 285 255 24 137 379 182 3 799 

Far Eastern FD 258 466 98 490 8 625 149 692 1 659 
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Each type of enterprise meets specific criteria. Table 2 presents the criteria, 

the compliance with which allows the company to be classified as small or micro 

enterprises. 

Table 2 

Criteria for small and micro enterprises 

Criterion Limit value 

 Micro enterprise Small enterprise 

The total share of 

participation in the authorized 

capital of LLC RF, subjects 

of the Russian Federation, 

municipalities, public, 

religious organizations, funds 

 

 

- 

 

 

25% 

The total share of 

participation in the authorized 

capital of LLC other 

organizations that are not 

subjects of small and 

medium-sized businesses, as 

well as foreign organizations 

 

 

 

- 

 

 

 

49% 

The average number of 

employees for the previous 

calendar year 

 

15 people 

 

100 people 

Income from business 

activities excluding VAT for 

the previous calendar year 

 

120 million rubles 

 

800 million rubles 

The Federal Law “On State Support of Small Businesses in the Russian 

Federation” states that this law is aimed at realizing the right of citizens to freely use 

their abilities and property established by the Constitution of the Russian Federation 

for entrepreneurial and other activities not prohibited by law. This provision 

establishes the economic and social role of small business. 
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Referring to the experience of small business development in our country, the 

following advantages can be highlighted: 

1. Elasticity, speed and efficiency in decision making. The advantage of a 

small business is the rapid response to emerging situations, since most of the 

intermediary elements are missing. The businessman makes all decisions 

independently. 

2. Relatively low start-up capital. To open your business is enough of their 

own savings, loans and government grants. Moreover, our country has a policy of 

supporting small business by introducing incentive programs. 

3. Quality of service. Small businesses provide a higher level of service 

than large companies. In a small business entrepreneur is much closer to the end 

user. 

4. Mobility. Small firms are more mobile if circumstances arise in which 

it is necessary to change their location. 

5. Easy to manage. Due to the small size, small firms are easier to manage 

than large ones: the movement of financial flows, taking into account inventory 

items and reporting to the state by small business owners is not as difficult to monitor 

as large entrepreneurs. 

6. Flexibility of structure. Small businesses can respond faster to changing 

market situations, redirect their production, make changes, in contrast to large 

companies, where such decisions can take months. Small businesses are more 

resilient than large corporations. 

These benefits determine the effectiveness of a small business. However, 

recently small business began to occupy weaker position in comparison with average 

and large business. This may be due to several disadvantages of this type of business: 

1. The threat of a crisis. During the economic downturn, small firms are 

very difficult to maintain their existence. It is much harder for them to get help from 

the state in the conditions of the economic crisis, and they are the ones who go 

bankrupt first. 
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2. Limited financial resources. One of the most obvious shortcomings of 

small business is the low amount of capital. The limited finances restrain the 

development of small firms. This affects investment in innovation, production and 

marketing budgets. 

3. Distrust from banks. A loan for a small business is much more difficult 

to obtain than a large or medium one. Small firms cause banks to question solvency 

and stability. 

4. Transaction costs. In the production of goods from small firms, 

transaction costs will be higher than those of large corporations, which enjoy the 

effect of the volume of production. 

5. The possibility of absorption. Large corporations can absorb small 

firms to eliminate potential competitors. 

6. Licenses and permissions. Small firms are more difficult to obtain 

government permits, licenses and patents than large companies. 

7. The threat from large firms. A large company has a more solid share 

capital, brand recognition, more well-known trademarks. 

All these shortcomings lead to the problem of realizing the potential of small 

enterprises in Russia. The main goal of the small business potential is reproduction. 

Production capabilities are directly dependent on the resources available to small 

firms. They are financial, human, technical, informational, material and managerial 

resources. Under the potential of the company means the degree of use of these 

resources. 

The main common problems in the field of small business are: 

1. Limited sales of goods due to the low solvent population; 

2. Investment restrictions and the lack of initial capital. 

The following serious obstacles also hinder the development of small firms: 

 Imperfect or absent legislative base in some aspects of small business. 

There is no single legal framework for the activities of Russian small firms. Also, in 

our country, for them, there are strict regulations, strict taxes and fines, in case of 
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non-payment. Small firms must undergo a lot of checks, which significantly slows 

down the process of enterprise development. 

 Shortage of staff. In Russia, there is a serious problem of staff shortage 

in small business, since training in this area is not at a high enough level, and wages 

in small enterprises are difficult to compete with the salaries of large corporations. 

 Difficulties with rental and working capital. High rent for non-

residential premises is a rather acute problem for small entrepreneurs. 

 Lack of financial and raw material resources. Due to the increased risk 

of bankruptcy of small businesses, banks often refuse loans to small entrepreneurs, 

they doubt the solvency of the company in the future. It is also difficult for 

businessmen to find additional financial investments. Investors, especially wealthy 

and solid, prefer to make investments in large corporations. 

 The lack of demand among the population. Small businesses can not 

produce products in large quantities, but they are also not profitable to focus on a 

narrow circle of consumers, so the demand for goods of small firms is relatively 

small. In addition, the cost of producing small business products is higher than that 

of large corporations, and the material condition of the population does not allow 

purchasing more expensive goods, which leads to idle firms. 

Despite all these problems, small business is the driving force of the Russian 

economy; therefore, to support and develop it, the state implements various incentive 

programs, such as: “Lending by commercial banks to small and medium-sized 

businesses”; "Certification"; "Subsidizing the costs of small and medium-sized 

businesses operating in the field of handicraft and folk art crafts"; "Subsidizing the 

costs of small and medium-sized businesses for the creation and (or) development 

of groups of daytime pastime for children of preschool age"; "Support for social 

entrepreneurship"; "Exhibition and Fair Activity"; “Subsidizing part of the rental 

payments of small and medium-sized businesses engaged in production activities in 

the field of light industry” and others. 
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The government should pay more attention to the legislative base of this sector 

of the economy. It is necessary to have laws that consider a more diverse range of 

possible situations. Resources allocated by the state should be more focused on 

insurance and loan guarantees. 

When implementing measures to support small business, it should be provided 

for the creation of effective institutions for investment and venture entrepreneurship, 

a commodity market and a securities market, as well as an institution for a market 

infrastructure. 

It is worth paying more attention to the training and retraining of 

entrepreneurial personnel, to involve the socially active population in this area. It is 

also necessary to attract foreign investors and develop the foreign economic activity 

of small business. 

In general, in modern Russia there are all prerequisites for the development of 

small business. With sufficient protection from the state and the necessary 

investments, the development of small entrepreneurship remains only a matter of 

time. 
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