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The article is devoted to actual problems of small and medium-sized entrepreneurship’s develop-
ment. Characteristics of the main directions of small and medium-sized businesses at the federal and
regional levels development is given, the strategic management of small and medium-sized businesses

features are identified.
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Academic research in the field of small and
medium-sized businesses have begun to de-
velop recognizing the importance of this sector
as a major source of job creation and economic
growth, which was especially pronounced in
the 90s years of the twentieth century. Progress
in the theoretical development of the strategic
management concept in small and medium
enterprises is largely attributable to a significant
contribution of this sector in the maintenance
of the economy and the welfare of the popula-
tion in most countries of the world.
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While a substantial amount of research re-
lated to strategic management, and strategies
analysis was done for large corporations, strate-
gic management concerning small and medium
business almost has not been developed until
recently. Traditional strategic management
researchers have faced the need to define this
concept in terms of the formation of plans, as
the main objective was to develop an optimal
strategy for large organization parameters.

Meanwhile, economically developed coun-
tries’ statistics shows that each year tens of
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thousands of small and medium-sized enter-
prises go to “self swimming”. However, almost
as many enterprises curtail their business with
an enviable constancy, and the only a few are
able to stay on the market for more than a few
years [1].

There are quite simple ideas and concepts
that can greatly increase the chances of success
of any enterprise. The concept of small and me-
dium enterprise has come to Russia from West-
ern countries, where it has begun to emerge as
the main pillar of the economy. Presumably,
massive lay-offs in large corporations could be
one reason for this phenomenon, when their re-
dundant workers were subsequently employed
in small and medium enterprises [3].

In the Russian Federation Small and Me-
dium Business began developing relatively
recently. If in the middle of 1980s there were
about 40 thousand enterprises and they were all
public, by 1994 the number of registered com-
panies has reached 900 thousand, 90% of which
were private. In 1991 — 1992 with the advent of
the Russian Federation laws “On property in
the Russian Federation” and “On enterprises
and entrepreneurial activity” procedure for
registration simplified.

Ifthe process of formation and development
of small and medium-sized businesses in for-
eign countries was held for decades, in Russia

the million-strong class of businessmen-owners
who have the desire and ability to work hasbeen
formed just for a few years (fable 1).

The data of table 1 shows that in 2007 com-
pared with 2000 the number of small businesses
has increased by 255 thousand; average num-
ber of people employed in them has increased
by 2 million people. An important factor in
enhancing the role of small enterprises in the
economy is the sharp increase in fixed assets
investment, indicating an increase of material
and technical base of small businesses as an
essential condition for their further develop-
ment. Thus, investment in fixed assets of small
businesses in 2007 compared to 2000 increased
5 times and amounted to 22,7 min. rubles per
one small enterprise.

In the past few years, small and medium
businesses the Vologda region is developing
quite stable. Comparison of the Vologda region
to other NWFD regions (excluding St.-Peters-
burg) by the number of small and medium-sized
enterprises shows that it takes a middle position in
the overall ranking table — 5" place out of 9. The
size of small businesses in the region is larger
than in the NWFD regions. One such enterprise
in the Vologda region employs, on average, 15
people, in St.-Petersburg — 6 people. Major in-
dicators of small and medium-sized businesses
is shown in fable 2.

Table 1. Basic indicators of small enterprises activities in Russia

Year
Indicators
2002 2003 2004 2005 2006 2007 2007 to 2002
The number of small businesses o
(at the end of the year), thousands 882,3 893,0 953,1 979,3 10328 | 1137,4 28,9%
The average number of employees (excluding 70203 | 74589 | 78151 | 80452 | 85828 | 92392 28%
external workers), thousands of people
Average number of external workers, thousands 502,9 546.9 608.6 630.4 656,5 640.2 97%
of people
Average number _of_ employees who performed work 252.9 2490 2435 258 1 2293 277.9 9%
on contracts of civil law, thousands of people
Investment in fixed capital, bin. rubles 51,0 67,3 99,2 120,5 171,3 2591 5 times
Small businesses turnover, bin. rubles - - - 9612,6 | 12099,2 | 15468,9 100%
ZZZpr:zmber of small enterprises per 10 thousand 61 62 66 69 73 80 319,

Source: Small business in Russia 2008: a statistical digest / Rosstat.
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Table 2. Major indicators of small and medium-sized businesses in the Vologda region

Indicator 2005 2006 2007 2008 2008 to 2005, %
Number of employees in small and medium-sized 1450 156.0 160,0 169.2 16
businesses, thousands of people
The turnover of small and medium-sized businesses, 55,5 69.8 796 79 29
bin rubles
Source: Business and power: regional business magazine. — 2009. — Ne 2 (17).

Being inferior to other NWFD subjects
by the number of small and medium-sized
businesses the Vologda region holds a leading
position in terms of number of employees at
one company.

Sectoral distribution of main activities in
the Vologda region has a slight difference from
the distribution in the Russian Federation.
Small and medium-sized businesses in the
region mainly focus on wholesale and retail
trade (the region — 27%, Russia — 32,1%), real
estate, rental and service delivery (the region —
15%, Russia — 13,7%; fig. 1).

Another feature of the small and medium-
sized businesses in the Vologda region is the
dominance of individual entrepreneurs (58%
in the structure of employment) over small
and medium-sized enterprises (42%). The
average number of individual entrepreneurs

in the region is 32,7 people per 1 thousand in-
habitants. This is higher than in Russia (24,1)
and St.-Petersburg (14,3), which is connected
with the taxation peculiarities and registra-
tion simplification. Individual entrepreneurs
specialize in wholesale and retail trade (45%).
Their share in transport and communication is
16,5%, in the provision of public utilities, social
and personal services — 10%. Employment of
individual entrepreneurs in manufacturing and
agriculture is fixed at 7,2 and 6% respectively.
Individual entrepreneurs, in contrast to the
small and medium-sized enterprises have al-
ready mastered the provision of public utilities,
social and personal services.

The issue of strategic development of these
enterprises, as claimed by some research-
ers, is that the formal procedures of strategic
management are inappropriate in the context

Figure 1. The structure of small and medium-sized businesses by type
of activity in the Vologda region in 2008, %
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Source: Business and power: regional business magazine. — 2009. — Ne 2 (17).
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of small and medium-sized enterprises. They
have neither the management nor the financial
resources that could be used for strategic man-
agement techniques (Cragg and King, 1988;
Shrader, 1989; Watts and Ormsby, 1990). A
number of studies have concluded very little re-
lationship of strategic planning and operations
of small and medium-sized enterprises (Unni,
1981; Robinson; 1984; Orpen, 1985). These
studies indicate the dual relationship of plan-
ning and operation of small and medium-sized
enterprises. It is anticipated that planning value
is reduced by such factors as uncertain activi-
ties, management competence and companies’
development stage.

Small and medium enterprises is a relatively
new area of research within the framework of
strategic management (Chell, 2001). Accord-
ing to Hanlon and Scott (1995), the model of
rational planning is the most promising in the
development of small businesses strategies.
Planning is often viewed as the company’s key
to the success, since it reduces uncertainty,
warrants alternatives consideration and helps
managers to interact with investors. Thompson
argues that entrepreneurs should have the abil-
ity to think and act strategically. Strategic man-
agement is seen as a necessity, it is recognized
that the development and implementation of
business strategies in small and medium-sized
firms are different from similar processes in
large companies.

In our opinion, the publications devoted
to small businesses interpret strategic manage-
ment without reflection of'its essence. The con-
cept of strategic management is applicable to
small and medium-sized businesses. However,
it is necessary to take into account a number
of specific characteristics of this sector of the
economy, which should leave their mark on the
development strategy of such organizations.

So, what is the difference between the pro-
cess of strategic management in small and me-
dium enterprises and a similar process in large
companies? The process of strategy forming in
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large companies comprises four main stages:
1) strategic analysis, 2) identification of stra-
tegic alternatives, 3) strategies developing and
4) strategy implementation [3, 5].

At the stage of strategic analysis both exter-
nal and internal factors to development of the
company or hindering it are taken into account.
A comprehensive analysis of the company is
made: its strengths and weaknesses, potential
and internal reserves, the financial situation.
The analysis allows presenting the company’s
present situation, and drawing the line, follow-
ing which it will be able to use its capabilities.
This phase is needed to determine the com-
pany’s readiness to strategic action.

“Strategic alternatives” stage includes the
definition of the mission and the goals, finding
ways and means to achieve them. This stage is
crucial, because by defining the goals of devel-
opment, the company is focusing its resources
on the implementation of those operations,
which correspond to a given direction. Alterna-
tive strategies and primary economic rationale
for the effectiveness of each of the proposed
alternatives are also made here.

The strategy development is the development
of the most appropriate choice, formulating
strategies and developing business projects,
plans and programs for its implementation.
Stage of the strategy implementation is carried
out using previously developed plans, linked
to each other and corresponding to the strategy
content in all major functional areas of business
enterprise.

After completion of the strategy imple-
mentation a monitoring mechanism to assess
the impact of implemented strategies in the
enterprise is established. This mechanism
should include a definition of criteria for results
evaluating, comparing actual performance with
targeted, analysis of variances between actual
and targeted rates, adjustments to the strategy
if necessary [2].

Logical framework of strategy development
for small and medium-sized businesses and
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Figure 2. The scheme of strategic management for small and medium business
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its implementation is as follows (fig. 2). Small
and medium-sized businesses do not fit into
the strategic management process including
the study of the surrounding business environ-
ment, building, strategy implementing and
its results evaluating. These companies must
have a new mission, goals and new strategies
and policies which reflect the correlation of
external opportunities and threats to internal
strengths and weaknesses. Differences in pro-
cedures for the development strategy for small
and medium-sized businesses from a similar
procedure for the large business is that the
process of strategy development for small and
medium businesses requires a definition of the
principal possibility of business constructing
in the initial stage. While for large companies
strategic management is one of the compo-
nents of the controlling mechanism and there
are no questions concerning the possibility of
the organization’s functioning as a whole. In
other words, the strategic management in small
and medium enterprises should react to more
quickly to changes in the external environment,
i.e. to be more detailed. Therefore a modi-

possible?

fied version of strategic management model is
proposed, which is more in line with the “new
entrepreneurial business”.

The “new entrepreneurial businesses” is
understood as a new level of development of
business relationships that are taking place in
Russia today. These relationships are different
from those that were in the country in mid-
1990's.

The model of strategic management for
small and medium-sized businesses in every
industry has specific characteristics. However,
the proposed universal model, with certain
adjustments fits for all small and medium-sized
businesses.

In the stage phase the basic idea of business
is developed. In the second and third stages
organization’s internal and external environ-
ment is studied, both the possibility and threats
from the external environment are identified.
The fourth stage is devoted to an analysis of
strategic factors to the application of SWOT-
analysis. At the fifth stage, it is decided whether
or not to proceed. Ifit seems that the main idea
of the business can be carried out effectively, it
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should be continued to operate. Otherwise, it
is necessary to abandon further development
of ideas, until there is no change in strategic
factors. In case the feasibility of the main
ideas of the business is assessed as achievable,
a mission, objectives, strategies and policies
are developed at the sixth stage. At the seventh
stage the implementation of business plan using
the plans and actions is taking place. Finally, at
the eighth stage the actual performance is com-
pared to the planned. Dependent to the extent
that the actual results differ from the planned
one should revise the mission, its objectives
and strategies.

A distinctive feature of the proposed model
of the strategic management system in small

and medium enterprises is the clarity and speci-
ficity of action, which increases their efficiency.

Thus, the system of strategic management is
a key element of successful operation, not only
large corporations but also small and medium-
sized enterprises. The presence of a strategic
approach helps small and medium enterprises
to build competence in a continually changing
external environment, which will undoubtedly
have a positive effect on activity.

The proposed model of strategic manage-
ment in small and medium-sized enterprises is
more adapted to the realities of this sector of the
economy and serves as a universal, simplified
model, by means of which one can start to build
a system of strategic management.
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