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ABSTRACT

Relevance. The living standards in any country largely depend on how developed
is this country’s business sector. The latter, in its turn, relies on the availability
and efficient use of resources. The problem that arises in this respect and that
this study seeks to address is how to measure the resource potential available for
the development of small businesses in order to choose the optimal strategy of
stimulating this sector for this or that region. Research objective. The aim of this
research is to study resources available to small businesses and their use in Rus-
sian regions. Data and methods. The set of indicators used in our analysis helps
us measure the activity of small businesses in Russian federal districts. The key
elements of the assessment are based on the official statistics and include the fol-
lowing: average labor productivity of small businesses, the unit turnover per small
enterprise, the number of small firms per 10,000 people. Each of these indicators
was analyzed by using the methods of mathematical statistics according to the
three criteria: stability (S); average values (M); and the variability of the results (V),
which characterizes interregional differentiation within a federal district/country.
Results. The article proposes a system of indicators for diagnosing small business
development based on the concentration and performance of small-sized enter-
prises. The quantitative results of such analysis can be used for choosing strategies
of small business development. Conclusion. There was a significant decline in
entrepreneurial activity during the post-crisis period of 2017-2018 in Russia,
which could be explained by the impact of foreign sanctions and the difficult eco-
nomic situation in the country (inflation, a sharp rise in the price of resources, dif-
ficulties in communication with international partners, and the difficulty or even
impossibility to adopt efficient technologies in a short time). As our analysis has
shown, some of the Russian territories still have underutilized resource potential
that can be used for stimulating small business development.
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AHHOTAIINA

AKTyalbHOCTb. YPOBEHb >KU3HM B TI000II CTpaHe BO MHOI'OM 3aBUCUT OT TOTO,
HACKO/IbKO Pa3BUT JIe/IOBOJ CeKTOP 9To¥t cTpaHbl. [TocneHee, B CBOIO 0Yepesib,
3aBMCUT OT JJOCTYIHOCTM ¥ 3G QPEKTMBHOIO MCIONb30BAHUA pecypcoB. IIpo-
671eMa, KOTOpasi BO3HMKAET B 9TON CBSI3Y M KOTOPYIO IIBITAETCSI PEIIUTD JaH-
HOE JICCTIeflOBaHNe, 3aK/II0YaeTCSl B TOM, KaK M3BMEPUTb PeCYPCHBII IOTEHIINAIL,
JOCTYIHBI ISl PasBUTYS MaJOro OM3Heca, YTOOBI BBIOpAaTh ONTUMAJIbHYIO
CTpaTeruio CTUMY/IMPOBAHNS 3TOTO CEKTOpa A TOTO WM MHOIO PEruoHa.
Ilenpb uccnemoBanm. lenbio nccneToBaHNA ABIACTCA M3ydeHUE PECYPCOB, 10-
CTYIHBIX MaJIOMy OM3HeCY, ¥ VX VICIIONIb30BaHNUA B perroHax Poccun. JlanHbIe
n metonsl. ChopmMupoBaHHasA B paboTe cepus OTHOCUTENbHBIX MHAUKATOPOB
HaIlpaB/ieHa Ha BBIAB/ICHME aKTUBHOCTM Majoro OmsHeca 10 (emepanbHbIM
OKpyraM cTpaHbl. ba3oBBIMU 9/IeMEHTaMM OLICHK!U Ha OCHOBE JJAHHBIX O0pULN-
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QJIPHOJ CTAaTUCTVIKY BBICTYNAIOT: CPeSHSA IIPOU3BOJUTEIBHOCTD TPYHa B Ma-
JIoM OM3Hece, yHeNbHbII 060pOT Ha OHO Majioe HpedIpuATIe, YVC/IO MaJIbIX
¢upm Ha 10000 Hacenenns. Kakaplil 13 yKa3aHHbBIX MHAMKATOPOB IPOAHA/IN-
3MPOBaH C IOMOILBIO IIPYMEHEHVSI METOJOB MaTeMaTU4ecKOl CTATUCTUKY II0
3-M KpUTepuaAM: ycToiunBocTH (S); cpefHUM 3HaueHnAM (M); BapMaTUBHOCTH
pesynbraTos (V), oTpakarolieil CTelleHb MeXXpernoHaabHO fuddepernnanmm
B npepienax DenepanpHoro okpyra/crpansl. Pesymbrarel. B pabore mpemio-
JKeHa CHCTeMa IIOKasaTesIell Al JUarHOCTUKN JesATEeTbHOCTY CeKTOpa Majoro
IpelIpYHIMATEeIbCTBA Ha OCHOBE CUCTeMbI IIOKa3aTesell «KOHLeHTpauys-a¢-
(DeKTUBHOCTb» M MX CTATMCTUYECKUX XapaKTepucTuk. KonmuecTBeHHbIe 3HA-
YeHMs MO/TyYeHHBIX Pe3y/IbTaToOB CIy>KaT OCHOBOII /I BbIOOPA HaIpaB/IeHMI
PasBUTHS MajIoro 6M3Heca B KOHKPETHOJ COLMATbHO-9KOHOMMUIECKOI CICTe-
Me. BeiBoppl. B mocTxkpusucubiit nepuop 2017-2018 rr. B Poccyn nabmropancs
3HAYUTENbHBI CIafl IPefIpYHAMATEIbCKON aKTUBHOCTH, YTO MOXKHO 00bsIC-
HUTD BIVIAHJMEM BHENIHUX CaHKIUI M CJI0KHOM SKOHOMMYECKON CHUTyaluei
B cTpaHe (MH(IALMA, pesKkoe yIOpOXKaHMe PecypCcoB, TPYSHOCTU B OOIeHNN
C MeX/JYHapOIHBIMY IAPTHEPAMM, a TAKXe CJIOXKHOCTDb WIN JjaKe HeBO3MOX-
HOCTb BHefpeHUA 9(pPeKTUBHBIX TEXHOJIOTUI B KOpOoTKMe cpoku). Kak moka-
3aJI IPOBeeHHbIII HaMJ aHa/IN3, Ha HEKOTOPBIX TeppuTopuax Poccun Bee emre
MMeeTCsI He[lOMCIIONIb30BAHHBII PeCypPCHBII IIOTEHLIMATI, KOTOPbIJ MOXXET OBITH
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VCIIO/Ib30BaH /1A CTUMY/INPOBAHMA Pa3BUTUA MaJIOro 6usHeca.

Introduction

In Russia in recent years, much scholarly
attention has been given to how efficiently re-
sources necessary for small business develop-
ment are used. This problem is discussed in re-
lation to the need to revive and stimulate this
sector. Therefore, the research in this area is ne-
cessary to find ways to improve the performance
of small businesses (including the sphere of in-
novation). There are, however, some inherent
methodological difficulties such as the choice of
indicators, the choice of a specific time lag or
data verification.

Gradual digitalization of the country’s econ-
omy, the use of end-to-end information tech-
nologies, and, as a result, the intensification of
communications between businesses boost the
country’s entrepreneurial potential and reduce
the costs. Therefore, it is important to describe
the current trajectory of development of the small
business sector, which is the most flexible sector
in the country’s economy.

Our study focuses on the resource potential
of regional small businesses. Regional resource
potential for the development of SMEs includes
the following: the industrial structure of the re-
gional economy; technological innovation to ex-
pand the range of activities of SMEs; and gov-
ernment support (Artemov et al., 2018). This set
of elements can be expanded by adding human
resources since labor efficiency affects the per-
formance of economic entities and the regional
economy as a whole.

R-ECONOMY 4

Our aim is to study how small businesses
in Russia use their resources. This aim has de-
termined the following research objectives: to
provide an overview of the methodological ap-
proaches to this problem; to create a system of in-
dicators to assess the development of local small
businesses; to test our methodology by using of-
ficial statistical data; and, finally, to outline pros-
pects for improving the efficiency of businesses.

The hypothesis of the research is there are
significant variations in the indicators of entre-
preneurial resource development across Russian
federal districts.

This research seeks to analyze the data on
Russian regions by looking at a set of chosen
characteristics (concentration and efficiency of
small businesses) and thus provide recommen-
dations regarding the most efficient administra-
tion strategy of managing resources for small
business development.

Literature review

Modernization, accelerated technological
growth, improvement of the living standards and
the changing institutional conditions depend en-
tirely on the speed and quality of innovation in
the business environment.

The policy of the Russian government is aimed
at revitalizing regional systems by creating condi-
tions for innovative development to ensure higher
efficiency of businesses, better output and labor
productivity, and thus raise the living standards in
regions. population life quality. Thus, in their de-
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velopment, regional systems seek to develop their
resource potential (Donichev, et al., 2018).

The development of technological innova-
tion largely depends on the material and resource
support of research and on the market conditions
(Godoy, 2000). Many technological innovations
are a result of deliberate effort made to increase
productivity. Some part of the innovation, usually
the most ‘radical’ one, is driven by intuition and
creativity.

H. de Groot et al. (2009) claim that sustain-
able formation and development of a regional
economic system relies on the active use of in-
novative resources. E.Lenchuk (2016) emphasi-
zes that a complete inventory of the existing eco-
nomic and industrial potential of the country is
required in the initial phase in order to devise
conceptual approaches to national technological
development and to high-quality forecasting.

SME:s play a key role in economy and social
development of any state because they help deal
with the shortage of goods and services through
intensive search for new business solutions.
Moreover, SMEs create employment and serve as
a source of tax revenue for the state budget.

According to L. Bliahman (2013), the main
method of new industrialization is mass innova-
tive entrepreneurship. SMEs can thus replace gi-
ant hierarchical corporations. Corporations have
big research centers but they may be outplayed by
chains of small firms which use informal relations
based on flexible contracts, trust and fast response
to customers’ needs (Zaslavskaya, 2013).

The status of small business defines the
strategic behavior of large and medium-sized
businesses in terms of their investment deci-
sion-making (Cheberko, Mayevsky, 2013). Small
businesses tend to be more flexible, especially if
they use automatic lines, robots, CNC machines
and machining centers, which helps them to
stay on top of industry trends (Faltzman, 2019).
Thus, the saturation of markets, intensification
of competition in the small business sector and
the improving living standards are the key trends
in all developed countries.

Modern Russia does not have an effective
mechanism for socio—economic growth yet due
to the lack of a well-developed market with a
normal competitive environment and effective
development incentives. Such mechanism is
usually created on the basis of the prevailing pri-
vate ownership of SMEs (Aganbegyan, 2018). At
the same time, in Russia, state ownership domi-
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nates over private one and oligarchic structures
control the predominant part of private property
while SMEs account for about one fifth.

It should also be noted that the problems,
patterns and results of entrepreneurship deve-
lopment have been a much debated question in
international research literature for a long time.
For example, in 1979, American researcher, Da-
vid L. Birch (1979), analyzed the statistics of
small businesses for a ten-year period and pub-
lished the results in his report “The Job Gene-
ration Process”. It was shown that a significant
part of the regional economic growth came from
independent firms; on average about 60% of all
jobs in the USA were created by companies with
20 or less workers, and about 50% of all jobs were
created by independent entrepreneurs while
large companies (with more than 500 workers)
provided less than 15% of all jobs (Birch, 1979).

American economist A. Cooper (1985)
showed the valuable contribution of incubator en-
terprises to the development of regional business
enriched by new subsidiaries of successful par-
ent companies (spin-offs). An illustrative exam-
ple is the operator of the PayPal payment system
to which large companies such as Tesla Motors,
LinkedIn and others delegated the implementa-
tion of their (Rao, 2008).

There is research evidence that labor pro-
ductivity and firm size are related, which con-
tributes to scientific discussion about support of
small and micro-enterprises only (Bartelsman
etal, 2013; Linarello, Petrella, 2017; Wildnerova,
Blochliger, 2019).

According to I. Domnina and L. Mayevskaya
(2019), despite the large body of research on this
problem, the role of SMEs in the socio-economic
development of regions is still largely an underex-
plored question.

Experts from the Higher School of Econo-
mics (HSE, Moscow) have demonstrated the lack
of longitudinal research (for a period of 20 years
or more) on economic agents’ activity and its con-
nection to economic growth. To update the me-
thodology and make the assessment more objec-
tive, the researchers propose the model “economic
growth — business and consumer confidence” for
the expert community based on official Rosstat
data on eighty-five Russian regions and six basic
economic sectors There is evidence of the signi-
ficant potential of industries where entrepreneu-
rial confidence is growing. The HSE’s study uses a
wide range of quantitative, mainly mathematical,
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analysis tools and covers a 23-year period. Other
industries, even those where the activity is high
but grows slowly or stagnates, are “catching up”
with the leaders in the HSE’s ranking of entre-
preneurial optimism (Kitrar, Lipkind, 2020). An
important advantage of the HSE’s methodology is
the use of a large body of data, both in the spatial
and temporal dimension. On the other hand, this
study uses Rosstat survey data, which may pro-
vide a somewhat distorted picture of the trends in
the sphere of small business in Russia.

N. Yakushev (2020) puts the main emphasis
on the technological effectiveness of entrepre-
neurship. It is necessary to develop a methodo-
logy for evaluation of the technological entrepre-
neurial activity and its parameters and compare
the Russian and international experience. In this
respect, it should be noted that there are several
difficulties that will have to be addressed: there is
a lack of official statistical data on this sector of
economy and the use of expert assessments for
such purposes will not provide an adequate and
qualitative understanding about the real situation
and dynamics of specific parameters which are
necessary for competent decision-making.

Our analysis of the research literature has
shown that in Russia there is a lack of state sup-
port for small businesses, strategic programs in
this sphere should be adapted to the needs of dif-
ferent regions or federal districts; and, finally, it is
necessary to update the assessment tools to trace
the dynamics of small business and determine the
growth points in Russian regions.

Research methods

The methodological framework for research
on small businesses’ resource potential is usually
provided by econometric analysis methods. This
method has been already tested (see, for example:
Fraimovich et al., 2014).

Our study comprises the following steps:
1) development of consolidated indicators of
quality that could be used to describe the current
state of entrepreneurial activity in this or that ter-
ritory; 2) selection of the parameters according
to the available statistical data; 3) selection of the
statistical characteristics of the measured param-
eters to identify the behavior of small businesses;
4) quantitative research based on the chosen pa-
rameters and databases; 5) devising recommen-
dations for more efficient administration of small
business development in Russian regions.

Our quantitative analysis is based on offi-
cial statistics on small businesses in all regions
and federal districts of the Russian Federation in
2011-2018.

We excluded the data from the lockdown pe-
riod of the COVID-19 pandemic from our cal-
culations due to the lack of updated information
for later time intervals. However, in this case it
is important to assess the performance of small
businesses before the beginning of the lockdown
period. This way we will be able to answer the fol-
lowing questions: 1) did the business sector deve-
lop in Russian regions before the pandemic? and
2) can the sluggish growth of the small business
sector be explained by the adverse effects of the
lockdown? The proposed methodology can be
applied to the sphere of medium-sized and large
businesses and for studies based on the data on
other territories and countries.

The list of indicators is shown in Table 1.

All indicator systems are samples both in
terms of the number of observations and the num-
ber of parameters. The proposed indicators reflect
the general state of small business development in
a region. These indicators rate this sector depen-
ding on the concentration of firms and their per-
formance. The choice of these criteria - efficiency
and concentration - and the key principles of sta-
tistical modelling have led us to to minimize the

Table 1
Base indicators and methods of analysis of small business development in Russia
Indicator Notation Methods Units
1. Average labor productivity in l Small business turnover / Average number of em- | million rubles / person
small businesses ployees in small enterprises
2. Unit turnover per small q Turnover of small enterprises / Number of small million rubles / unit
enterprise enterprises
3. Number of small businesses n (Number of small enterprises / Population) - 10,000 | unit / 10,000 people
per 10,000 population

Source: the authors™ calculations based on data from the statistical yearbook “Regions of Russia” published by the Federal
State Statistics Service (Rosstat) http://www.gks.ru/wps/wcm/connect/rosstat main/ rosstat/ru/statistics/publications/catalog/ (Ac-

cessed data: March 28, 2021)
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number of partial values. For monitoring, Ros-
stat uses the following indicators: small business
turnover (billion rubles); production of the main
types of products by individual entrepreneurs (in
natural units); the average number of employees
(thousand people); the number of small enter-
prises (units); and population (thousand people).
The correlation between the parameters provides
an opportunity to reduce parsed dataset to 3.

It was already mentioned that each of these
indicators should be analyzed according to the
following three criteria: stability (S) in 2011-2018;
mean value (M) in the same period; result vari-
ability (V) reflecting the interregional differenti-
ation within the confines of the federal district/
country, for the last reporting year (2018). It
is worth explaining that stability (S) of a given
function is defined by the time factor influence
coefficient of the regression equation on condi-
tion that the significance level of its statistics (p)
does not go beyond 5% (Donichey, et al., 2011).
It is possible to obtain mean values (M) by cal-
culating the arithmetic mean of the 8-year time
interval results.

Finally, the variability of the indicators is
calculated as quotient of the standard value de-
viation and the mean value. It is easy to perform
these calculations by using the Excel program.

Results

The above-described calculations are based
on the available official statistics for all Russian
regions. Table 2 shows the average labor produc-
tivity of small businesses in federal districts in
2011-2018.

The Central Federal District is in the first
place in terms of stability (S) and mean value
(M). The “outsider” position of the Volga Federal
District seems quite paradoxical: this district is
traditionally famous for its powerful manufac-
turing sector (including the entrepreneurship
manufacturing sector) and developed infra-
structure.

The graph of small businesses’ labor pro-
ductivity (I) of the Central Federal District in
2011-2018 is presented in Figure 1 and is cal-
culated according to the following function:
I(t) = -66.83 + 0.68t. The stability value is 0.68
(S) because of the high correlation coefficient of
this regression equation (r = 0.93) and its opti-
mal statistics ((p) = 0). The stability of other ter-
ritories is studied in the same way.

The resulting variability (V) situation is
quite the opposite. The Central Federal Dis-
trict is characterized by the highest spread in
variability indicators (0.41). The Volga Federal
District and the Southern Federal District have
the minimum spread in variability indicators
(0.2 each). Resources allocation was uniform in
small businesses across the regions of these dis-
tricts in 2018.

The swing chart (Fig. 2) shows that in spite
of the increasing median significance of labor
productivity of the Central Federal District in
2016-2018, the interregional differentiation
does not decrease. This fact appears alarming
due to the overconcentration of resources (both
labor and production) in a limited number of
regions and the sluggish growth of the econo-
mically vulnerable territories.

Table 2
Average labor productivity of small businesses in 2011-2018
Territories Year S M Vv
2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 |(2011-2018) (2011-2018) (2018)
Russia 2.17 | 2.18 | 2.30 | 2.45 | 4.25 | 3.87 | 4.46 | 497 0.45 3.33 0.30
Central Federal District 295 | 259 | 265 | 292 | 533 | 512 | 6.29 | 7.08 0.68 4.37 0.41
Northwestern Federal District | 1.91 | 2.03 | 2.08 | 2.17 | 5.18 | 4.09 | 4.56 | 4.95 0.51 3.37 0.30
Southern Federal District 1.95 | 2.16 | 2.36 | 2.60 | 3.31 | 3.19 | 398 | 3.78 0.30 2.92 0.20
North Caucasian Federal 1.89 | 2.03 | 2.28 | 2.45 | 3.07 | 3.66 | 3.89 | 4.25 0.36 2.94 0.25
District
Volga Federal District 1.63 | 1.84 | 2.02 | 2.09 | 3.29 | 2.79 | 2.95 | 3.33 0.25 2.49 0.20
Ural Federal District 218 | 235 | 252 | 255 | 395 | 339 | 3.77 | 4.11 0.29 3.10 0.21
Siberian Federal District 1.73 | 1.88 | 1.95 | 2.08 | 3.47 | 3.12 | 3.37 | 4.10 0.34 2.71 0.22
Far Eastern Federal District 1.92 | 2.01 | 2.19 | 2.34 | 406 | 391 | 4.04 | 4.23 0.4 3.09 0.28

Source: the authors’ calculations based on data from the statistical yearbook “Regions of Russia” published by the Federal State
Statistics Service (Rosstat) http://www.gks.ru/wps/wcm/connect/rosstat _main/rosstat/ru/statistics/publications/catalog/ (Accessed
data: March 28, 2021)
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Figure 1. Labor productivity values scatter chart (1) in small businesses of the Central Federal District
in 2011-2018 (1, million rubles/person; t, years)
Source: the authors’ calculations based on data from the statistical yearbook “Regions of Russia”
published by the Federal State Statistics Service (Rosstat)

http://www.gks.ru/wps/wcm/connect/rosstat_main/rosstat/ru/statistics/publications/catalog/
(Accessed data: March 28, 2021)
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Figure 2. Labor productivity values swing chart (1) in small businesses of the Central Federal District
in 2016-2018 (I, million rubles/person; t, years)

(notation: “Median” is the value separating the higher part (above this value) of the sample from the lower part.

In our case, the sample consists of 18 regions of the Central Federal District and is divided into two parts, each consistingo
9 regions; “25%-75%" is a rectangle which corresponds to 25 % and 75% quartiles; “Range without sampling” is the range
of values (/) which was obtained without accounting for observational outliers; “Extreme points” are the points
which correspond to the extreme values in the sample)

Source: the authors’ calculations based on data from the statistical yearbook “Regions of Russia”
published by the Federal State Statistics Service (Rosstat)
http://www.gks.ru/wps/wcm/connect/rosstat main/rosstat/ru/statistics/publications/catalog/
(Accessed data: March 28, 2021)
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Regarding the second indicator - business
turnover per small enterprise (g), the North Cauca-
sian Federal District and Far Eastern Federal Dis-
trict are the most successful in terms of stability (S)
(1.65 and 1.32, respectively). These results exceed
those of the Central Federal District and Russia in
general. The Northwestern Fede-ral District and
the Southern Federal District are characterized by
zero values in the stability indicator: business enti-
ties collect revenue in an unpredictable mode. Fig-
ure 3 shows the scatter chart of small business turn-
over (q) in the Ural Federal District in 2011-2018.

The chart shows that the results (g) of the Ural
Federal District are quite different as evidenced by
the significance level of the District’s statistics (p)
(p = 0,092), which exceeds the threshold value
(0.05) and has a relatively low correlation coeffi-
cient (r = 0.63). Thus, there is no turnover stability
in the Ural Federal District.

The Central Federal District demonstrates the
maximum average unit turnover (Mgq) (19.39 mil-
lion rubles / unit), which is 25% higher than that of
the North Caucasian Federal District (15.5 million
rubles /unit) and the national average (15.01 mil-
lion rubles/unit). The Siberian Federal District has
the lowest result (Mgq) in 2011-2018 (11.72).

The Volga Federal District shows the most
optimal spread of the unit turnover interregio-

18 T T T T

nal indicators (variability - Vg) while the North
Caucasian Federal District shows the maximum
spread of indicators (0.69). It is half of the average
Russian level (0.33).

Regarding the third indicator - the number of
small enterprises per 10,000 (n) - it seems appro-
priate to note that the Central Federal District is
ahead of the other regions in the group (S, = 17,6)
due to its stability in 2011-2018. In this indicator,
the Central Federal District’s level is twice higher
than the national level (S, = 8.97). The situation in
the Far Eastern Federal District (S = 0) and in the
North Caucasian Federal District (S = 0) is quite
unpredictable.

Figure 4 illustrates a significant decline in
business activity in the North Caucasian Federal
District in the post-crisis period of 2017-2018.
This decline is apparently related to the foreign
sanctions and the deterioration of the general
economic situation in the country (inflation, rise
in resource prices, barriers to efficient communi-
cation with international partners, and the diffi-
culty to adopt innovative technologies in a short
period of time).

As for the average results (M) of indicators
n, the Central Federal District has the maximum
value (M, = 240) and North Caucasian Federal
District has the minimum (M, = 52).

17}

16}

15}

14}

13}

12+

11}

10

2011 2012 2013 2014 2015 2016 2017 2018

Figure 3. Scatter chart of small business turnover (q) in the Ural Federal District in 2011-2018
(g, million rubles/person; t, years)

Source: the authors’ calculations based on data from the statistical yearbook “Regions of Russia”
published by the Federal State Statistics Service (Rosstat)

http://www.gks.ru/wps/wcm/connect/rosstat _main/rosstat/ru/statistics/publications/catalog/
(Accessed data: March 28, 2021)
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The most balanced differentiation (V) for
this indicator is in the Volga Federal District
(V,, = 0.29), and the highest, in the Northwestern
Federal District (V,, = 0.56) and in the North Cau-
casian Federal District (V,, = 0.51).

The final calculation results of the resource
potential of small businesses in districts in
2011-2018 are shown in Table 3.

As a result, we are going to use the case of the
Central Federal District to illustrate how the pro-

posed methodology can be applied. We are going to
compare the Districts values with national values
(normative values) and the best results (referential
values). The results for the Central Federal Dis-
trict for the first two sets of characteristics (S and
M) should be compared with the similar ones for
other territories. The order of the calculations of the
variation which shows the growing inter-regional
imbalances must be reversed. All calculations are
presented in the petal diagram (Fig. 5).

481 o ]

2011 2012 2013 2014 2015 201 2017 2018

Figure 4. Scatter chart of the number of small enterprises per 10,000
of the North Caucasian Federal District in 2011-2018 (n, unit/10000 people; t, years)
Source: the authors’ calculations based on data from the statistical yearbook “Regions of Russia”
published by the Federal State Statistics Service (Rosstat)

http://www.gks.ru/wps/wcm/connect/rosstat_main/rosstat/ru/statistics/publications/catalog/
(Accessed data: March 28, 2021)

Table 3
Final calculation results of the resource potential of small businesses
in federal districts in 2011-2018
Territories $in 2011-2018 M in 2011-2018 V2018

P q n )4 9 n )4 q n

1 2 3 4 5 6 7 8 9
Russia 0.45 1.15 8.97 3.33 15.01 158.21 0.30 0.33 0.48
Central Federal District 0.68 1.25 17.6 4.37 19.39 184.05 041 0.19 0.44
Northwestern Federal District 0.51 0 8.98 3.37 12.79 | 240.04 | 0.30 0.21 0.56
Southern Federal District 0.30 0.94 3.65 2.92 14.03 119.29 0.20 0.31 0.32
North Caucasian Federal District 0.36 1.65 0 2.94 15.50 52.00 0.25 0.69 0.51
Volga Federal District 0.25 0.61 7.51 2.49 13.37 138.15 0.20 0.14 0.29
Ural Federal District 0.29 0 8.06 3.10 13.37 171.19 0.21 0.20 0.37
Siberian Federal District 0.34 1.06 5.78 2.71 11.72 154.96 0.22 0.22 0.44
Far Eastern Federal District 0.40 1.32 0 3.09 13.79 | 156.78 0.28 0.27 0.38

Source: the authors’ calculations based on data from the statistical yearbook “Regions of Russia” published by the Federal State

Statistics Service (Rosstat) http://www.gks.ru/wps/wcm/connect/rosstat main/rosstat/ru/statistics/publications/catalog/ (Accessed
data: March 28, 2021)
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As can be seen from the graph, the Central
Federal District exceeds the average Russian va-
lues in almost all normative indicators (except
for 7). The reference results are higher than the
results of this district from 6 to 9 positions. At
the same time, the highest labor productivity in-
terregional stratification (Vp - 7) is in the Cen-
tral Federal District. There is significant territo-
rial polarization and concentration of the main
production resources in Moscow agglomeration.
These transformations significantly reduce the
resource potential of peripheral areas by causing
economic and social tensions.

6 5
—&— Comparison with the all-Russian values
(normative)

+ o[l - Comparison with the best result (reference)

Figure 5. Comparison of the entrepreneurial
potential of the Central Federal District
with the normative and referential values
in indicators (1-9)

Results of our analysis agree with the re-
search evidence regarding the trends and pros-
pects of business development in Russia. For
example, Y. Mirkin (2020) claims that every
large business cooperates with small and medi-
um-sized suppliers. There are no large business
and suppliers in the Russian Federation. The de-
pendence on technology imports, equipment fa-
cilities, and raw materials is very high.

R. Greenberg argues that the share of small
businesses (20% of GDP in comparison to 60-80%
in Western countries) is explained by the fact that
the share of large diversified businesses in Russia is

R-ECONOMY 4

very small. In developed countries, such businesses
give orders to smaller enterprises for making com-
ponents and parts. Business in general, and small
business in particular cannot be profitable until the
country’s economic development undergoes some
profound changes (Greenberg, 2020).

N. Ivanova (2019) contends that since the
government is cutting its spending on the stimu-
lation of innovation in the country, it is necessary
to stimulate the development of corporate R&D
centres, laboratories and high-tech start-ups and
to encourage businesses to reorient from impor-
ting technological solutions towards creation
and implementation of their own R&D programs
(transition from catch-up development whose
possibilities are low because of the sanctions to
more proactive strategies.)

V. Faltsman (2019) believes that a munici-
pality, the head of this municipality and regional
administration should be made responsible for
the growth of the turnover of SMEs. The growth
in the turnover accompanied by a reduction in
state subsidizing ought to be the main criterion
for assessing the quality of local and regional ad-
ministrative work. Even though such factors as
the results of election campaigns and the creation
of a favorable investment climate are important,
they cannot be used as such criteria. Natural rent
as a source of subsidies is decreasing. Funds for
the redistribution and interregional transfer of
finance are diminishing progressively. Every mu-
nicipality and region within resource-rich Russia
ideally must become self-sufficient and provide
for itself. Of course, the corresponding adjust-
ments should be made to the Tax Code. The re-
alization of the initiative described by Faltsman
may, however, be impeded by the current legis-
lation and by the lack of authority of the corre-
sponding local governmental agencies.

M. Mirkin claims that the economic model
and the macro-conditions for entrepreneurship
must be changed to develop SMEs. After that,
businesses should be stimulated with the help of
such mechanisms as improved credit availabili-
ty and lower interest rates; fiscal incentives for
growth and modernization; maximum facilities
for direct foreign investment; smaller tax bur-
den; budget investments (e.g. by increasing pub-
lic debt to 30-35% of GDP); accelerated depreci-
ation; and so on (Mirkin, 2020).

Bessonova et al., who have studied the role of
the business sector in Russia and found that the
current situation is rather alarming, believe that
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the mechanisms for effective redeployment of re-
sources should have a key role in the acceleration
of labor productivity growth. In other words, there
should be market conditions for new enterpris-
es to be able to expand, hire new employees and
increase labor productivity. It is also necessary to
create an opportunity for enterprises without suf-
ficient development potential to leave the market
and for their employees to move to companies
with a high level of labor productivity (Bessonova
et al., 2020).

Zemtsov and his colleagues (2020) explain
that business competition between regions and
cities is necessary for the development of SMEs.
Another necessary change is the reform of the
fiscal system: the tax revenue collected by lo-
cal governments should be used to support the
business sector, in particular to co-finance the
development of institutions that would provide
entrepreneurs with “soft” services, equipment
and capital, and to support local initiatives
(through participatory budgeting). Tax incen-
tives must be created to solve local problems
and to increase the prestige of entrepreneurship
(Zemtsov et al., 2020).

The above-described measures should be im-
plemented as soon as possible since any delay may
cause irreversible economic consequences and
impede the country’s socio-economic growth.

Conclusion

The use of territorial potential may be opti-
mized by addressing the problem of regional dis-
parities in Russia. This result might be achieved
through micro-management and by increasing
the amount of federal subsidies to lagging re-
gions. It is, however, important to note that in
some indicators the regional disparities may be
quite small for some districts although the over-
all business performance in this district may be
unsatisfactory. Thus, it would make sense to use
the data on specific districts as well as the na-
tional statistics.

The proposed indicators and their statisti-
cal characteristics describe the situation in the
regions within a certain federal district regard-
ing the average level of small business deve-
lopment, its differentiation and stability. This
allows us to identify the regional stratifica-
tion level, and find the points of small business
growth of the socio-economic system under
examination. We propose the following stra-
tegies for entrepreneurial development within
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the selected system of indicators and their sta-
tistical characteristics:

1) administration should use the arithmeti-
cal averages of the indicators (concentration and
performance of small-sized businesses) since such
parameters are easy to control. Financial instru-
ments applied to a limited number of entities
might provide the best results at minimum costs;

2) administration oriented towards the level
of interterritorial differentiation and providing
support primarily to lagging regions;

3) administration aimed to ensure a posi-
tive stable growth. This strategy will help avoid
fast transformations and preserve the existing
stratifications. This strategy was chosen to se-
lect regions and small businesses whose goal is
a long-term planned development in the most
promising economic areas with long payback pe-
riods, stable consumer demand, and long-term
positive social transformations;

4) a combination of administrative methods,
which implies the improvement of several statis-
tical characteristics, for example, synchronization
of long-term sustainable growth and reduced
stratification. In this case, it is necessary to select
regions with greater resources, which will help
reduce regional disparities while ensuring the
general stability.

Each of the above-described strategies has
some advantages and disadvantages. For exam-
ple, the fourth strategy may lead to a reduction
in the number of bankruptcies among small
firms, a reduction in regional unemployment, a
reduction in social tension, but it will not pro-
vide a significant increase in the benchmarks of
stability and average economic values due to the
lack of resources in Russia and, therefore, will
not be able to improve all statistical characte-
ristics simultaneously. As for governmental deci-
sion-making in Russia in relation to small busi-
nesses, it can be said that economic support is
given mostly to the “strongest” regions. It leads
to an increase in the average values of the para-
meters under consideration. Stability indicators,
however, may slightly improve but the disparities
in the regional business system will increase.

The choice of a strategy for stimulating small
business development in Russian regions, espe-
cially if the available resources are scarce, should
be based on the stimulation of one group of statis-
tical indicators while the values of the others will
decrease. We propose economic instruments for
implementation of strategic decisions for small
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business development in the Russian Federation
based on the system of indicators and their statis-
tical characteristics.

The proposed approach can be used to deter-
mine how effectively the entrepreneurial potential
of a territory is being used. Regional and local au-
thorities can use our research findings to devise

strategic programs for business development and
support. The universal indicator system described
in this study may also be of interest to high-tech
incubators and innovation clusters as it can be ap-
plied to identify modernization trends, assess the
efficiency of economic development and help de-
vise new, more productive solutions.
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