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Small and medium businesses potential in the development of the sector of economy (on the Republic Sakha example (Yakutia))

The article reveals the potential possibilities of small and medium-sized businesses to develop some sectors of the economy (by the example of the Republic of Sakha Yakutia) as well as the abilities of the businesses to make prompt decisions under non-standard economic conditions of the northern territories. The role of small and medium-sized businesses as the subjects of the economy increases in the northern areas in connection with implementation of the republican target program «Development of business and tourism in the Sakha (Yakutia) Republic in 2009 – 2011». 
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Functioning of industries, especially the mining one, in new economic conditions needs the radical reorganization of material provision with means of production and production and technical goods. The radical economic reform has accelerated the development of the market relations in Russia; and it also has put forward a number of important problems among which the development of market forms of management, including small and medium businesses development as well as their ability businesses to make prompt decisions under non-standard economic conditions of the northern territories is the most urgent one.

Te efficiency and stability of small and medium enterprises, the creation of new economic communications, stirring up the industrial and innovative activity on their basis is the principal concern of the Northern Zone nowadays. These problems cannot be solved using old approaches and management methods. 
The economy of the Russian regions is forming as a market economy. Russia is a huge home market which is subdivided into the regional markets by means of production, consumers, labor, capitals and investments etc. Each of them represents the system of the territorial organization of means of circulation connected with means of production, distribution and consumption as well as the system of self-regulation of the market demand and supply let alone the regulating influence of the state.

In this connection, from our point of view, the regional market of the Northern Zone is a dominating organizational form of the complex development of the region. At the same time, a territorial and production (industrial) complex is their basis. In order to develop economic relations, the market should become, first of all, a stimulating factor that provides industries with the purposeful and sustainable development.
The practice of the economic reforms in Russia reveals that the market environment of the regions, first of all, is defined by conditions for normal functioning of demand and supply for goods and services.

The paramount importance among market factors belongs to the quantity of the sold market resources and the prices for them. As the result of ultrahigh prices for transportation and energy generated by the industrial monopolists during the last years, the businesses that used to serve the national demand switched to the local markets with the limited or compressed demand, i.e. to the territorial isolation. As long as the demand is limited is now, the supply is also limited; however, it is going to change in the long run. 
A variety of patterns of ownership allows to launch the competition mechanism, and to reveal the possibilities and advantages in each pattern of ownership.

Collective businesses, including joint-stock and other kinds of businesses are capable to act effectively in the large scale industries, including mining, for example, the territorial-production complex (TPC) of the Southern Yakutiya where the Elginskiy coal-filed is actively mined. Besides, private businesses have certain advantages in small and medium entrepreneurship as the parity of sectors of the economy by the patterns of ownership in the regions depends on the specific features of the industrial structure and the geographical position. The share of the state mixed businesses is higher in the regions specialized in the military-industrial establishment, and in the eastern regions as well.

The state interests within the development of the competitive national economy, must provide national and economic security, especially in the eastern regions, to prevent, soften and eliminate the threats.

Technological degradation of the structural warps is also a big threat, for example, in case of primary industries or the breakage of traditional economic relations (of the eastern and northern regions with the European foreign countries).

There is more than one million small enterprises nowadays in Russia, more than 2/5 are the trade and public catering ones, and 1/3 – the industrial and building ones. Small enterprises (in comparison with the big ones) have more advantages to carry out highly remunerative intermediary and speculative operations in the market.

Small businesses (SB) are the integral element of the modern market system without which the economy and the society, as a whole, cannot normally exist and develop. The small enterprises create new jobs more actively in Russia rather than the countries with the developed market economy. Small businesses contribute a lot to the competitiveness development that plays a great role for our highly monopolized economic system, especially in the Northern territories.

According to our studies in 1 half-year of 2010 (table 1), in the republic of Saha (Yakutiya) act 120 average, 4301 small enterprises, and also 40301 registered individual owners. Businesses as the economic subjects in the North appeared not so long time ago, but, they have been developing quite rapidly. It is typical of the Sakha (Yakutia) Republic which economic development in the modern conditions is focused not only on large mining manufacture, but also on the complex development of the economy of southern Yakutia. Small business has proved for a short period of time that it is the independent viable environment of economy which brings the essential contribution to stabilization of the social and economic development of the republic.

According to our researches for the 1st half-year of 2010 (table 1), 120 medium, 4301 small enterprises and also 40301 registered individual businessmen operate in the Saha (Yakutia) Republic. 

Table 1
The Dynamics of the basic indicators of activity of small and medium businesses in the Sakha (Yakutia) Republic *
	The indicator
	2010 (the forecast) 

	2009 (the fact)

	% to 2009



	1. The number of subjects of small and medium business, units, including:


	44722


	41008


	109,1


	The small and medium enterprises, units


	4421

	4034

	109,6



	Individual businessmen, units


	40301


	36974


	109,0



	2.The turnover of organizations, million rubles., including:


	26614,2


	23439,9

	113,5



	supplied goods and services of one’s own manufacture, million rubles.


	12537


	10919

	114,8



	3.The share in the general turnover of organizations, %


	20,6


	18,7

	110,2



	4. The average number of employees, people


	159517


	153651


	103,8



	The small and medium enterprises, people


	43250


	42729

	1,01 times


	Individual businessmen, people


	120903


	110922


	109,0



	5. The share of the employees occupied in small and medium businesses from the general number of occupied in the economy (an expert estimation, taking into account workers hired by individual businessmen), %


	34,7


	33,65

	1,03 times


	6. Investments into a fixed capital, million rubles.


	1026,5


	795,4

	1,5 times



*Source: according to the Ministry of business affairs, tourism development  and employment of the Sakha (Yakutia)Republic 
The increase in the general number of subjects of small and medium business in 2010 makes 9,1% or 3714 units. Thus, the quantity of individual businessmen has increased up to 3327 units and is 9 % more than in 2009. The increase of the small and medium enterprises makes 387 units or 9,6%. Relative density of the medium and small enterprises in total of the big, medium and small enterprises makes 61,8 %, and it corresponds to the level of the same period of the previous year. The greatest number of small enterprises is concentrated in Yakutsk (43,7% from total) and then follows Nerungri with adjoining territories (10,4%), Mirninsky (5,2%) and Aldan (4,8%). Thus, the greatest quantity of small enterprises counting on 1000 persons of the population is in Zhigansky, Ust-Yansky, Ust-May ulus (i.e. districts), Nerungri and Yakutsk with adjoining territories.

The structure of the small and medium enterprises (table 2) by economic activities does not vary that much and corresponds to the all-Russian tendencies. Following that, the share of wholesale and retail traders is 24,9% from all operating small enterprises; the enterprises of the processing manufacture make 7,5%, of building field – 15,5%. According to the estimation, the increase in quantity of small enterprises during the accounting period (in comparison with the previous year) is in agriculture, hunting and a forestry (121%), operations with real estate (119,4%), hotels and restaurants (112,8%), manufacture and distribution of the electric power, gas and water (115,2%), building (114,2%), processing manufacture (111,7%), education (111,9%), public health services and social services (109,8%). The increase in the quantity of the enterprises in the fields of agriculture, building, education and public health services is quite traditional and has a stable annual growth, while the improvement of the indicators in such branches as hotel business, manufacture and distribution of energy, gas and water is an evidence of the effective work, development and economic growth of the enterprises of small-scale business. The Republican target program «Business and tourism development in the Sakha (Yakutia) Republic in 2009 – 2011» has become one of the tools of such a development.

According to the estimated data, the average number of small enterprises will make 38614 workers, of medium ones – 9028 workers. There will be a growth of the average number of workers of the small and medium enterprises in 1,03 times in comparison with 2009, basically, in such fields as the extraction of fuel and energy minerals (growth in 1,02 times), other processing manufactures (in 1,05 times).
In accordance to the expert estimation, (taking into account hired workers of individual businessmen), the share of the workers occupied in the small and medium business in the general number of occupied in the economy will make 34,7% in the first half of 2010 against 33,65% in 2009.
Table 2
The structure of small enterprises by economic activities in 2009 – 2010*
	Economic activity

	2010 (the forecast) 

	2009 (the fact)

	% to 
2009



	
	Quantity units

	% to the total

	Quantity, units

	% to the total

	

	Small enterprises, total, 

including:

	4681

	100

	4198

	100

	117,6


	Agriculture, hunting and forestry


	633


	13,5

	523


	12,5

	121,0



	Fishery and fish breeding

	61


	1,3


	56


	1,3


	108,9



	Mining


	72


	1,5


	72


	1,7


	100,0



	Processing manufactures


	353


	7,5


	316


	7,5


	111,7



	Manufacture and distribution of the electric power, gas and water


	53


	1,1


	46


	1,1


	115,2



	Building
	726
	15,5
	636
	15,2
	114,2

	Wholesale and retail trade; repair of vehicles, motorcycles, household products and private use goods

	1165


	24,9


	1108


	26,4


	105,1



	Hotels and restaurants
	88
	1,8
	78
	1,9
	112,8

	Transport and communication
	246
	5,3
	230
	5,5
	107

	Financial activity
	210
	4,5
	204
	4,6
	102,9

	Operations with real estate
	635
	13,6
	532
	12,7
	119,4

	Education
	321
	6,9
	287
	6,8
	111,9

	Public health services and social services
	45
	0,96
	41
	1,0
	109,8

	Granting of other municipal, social and personal services
	73
	1,6
	69
	1,6
	105,8


*Source: according to the Ministry of business affairs, tourism development  and employment of the Sakha (Yakutia)Republic 

Оборот в сфере малого и среднего предпринимательства, в основном, обеспечивается предприятиями строительного комплекса, обрабатывающих производств, розничной торговли, транспорта и связи.

The monthly average wage of a worker of a small enterprise (without payments of social character) will make 17031,7 rubles (116,4% to 2009). The same indicator at a medium enterprise will make 24245,4 rubles.
The turnover of small and medium enterprises (table 3) will make 34,4 billion rubles for the 1st half-year of 2010, including medium enterprises – 6,8 billion rubles and small enterprises – 27,6 billion rubles. The rate of growth to 2009 will make 112,8%. The relative density of medium and small enterprises in the general turnover basing upon the results of the 1st half-year of 2010 will make about 27,4% against 18,7% in 2009.
Basically, the turnover of small and medium business is due to building enterprises, processing manufactures, retail traders, transport and communication enterprises.

Table 3

The structure of the turnover of small and medium enterprises by economic activities in 2009 – 2010 (in billion rubles)*
	Activity 
	2010 (the forecast) 

	2009

(the fact)

	% to 2009



	Small and medium enterprises,  total including:
	34,4


	100,0


	29,6

	100,0

	112,8


	Agriculture, hunting and forestry


	0,38


	1,1


	0,33


	1,11


	115,2



	Fishery and fish breeding

	0,03


	0,09


	0,03


	0,1


	100,0



	Mining


	0,8


	2,3


	0,8


	2,7


	100,0



	Processing manufactures


	2,8


	8,1


	2,8


	9,5


	100,0



	Manufacture and distribution of the electric power, gas and water


	0,45


	1,3


	0,33


	1,1


	136,4



	Building


	6,8


	19,8


	6,47


	21,6


	105,0



	Wholesale and retail trade; repair of vehicles, motorcycles, household products and private use goods

	15,7


	45,6


	13,9


	47,0


	113,0



	Hotels and restaurants


	0,74


	2,15


	0,5


	1,7


	148,0



	Transport and communication


	2,32


	6,7


	1,7


	5,7


	136,5



	Financial activity


	4,0


	11,6


	2,4


	8,1


	166,7



	Operations with real estate


	0,012


	0,03


	0,01


	0,03


	120,0



	Education

	0,086


	0,25


	0,083


	0,28


	103,6



	Public health services and social services


	0,3


	0,87


	0,2


	0,7


	150,0




*Source: according to the Ministry of business affairs, tourism development  and employment of the Sakha (Yakutia)Republic 

Thus, the turnover of the goods and services of medium enterprises will make 12,5 billion rubles (the rate of growth is 114,8% to 2009). Building contributes more than 40 % of the turnover, the processing manufactures, transport and communication services – more than 10%,. 
The growth of investments into the small and average enterprises from January to June, 2010 will reach 1026,5 million rubles and will be 2,5 times more than the investments into small enterprises in 2009 (in established prices). The greatest share (78,5%) of  the investments into small enterprises belongs to the building complex. Thus, investments made by the enterprises situated the in industrially developed areas of the republic – Yakutsks, Nerungri, Tomponsky and Mirninsky districts.

Thus, the basic industrial indicators of economic activity of small business for the 1st half-year of 2010 is evidence of the stable development of the given sectors of the economy.

The goals set by the Government of the Sakha (Yakutia) Republic for businessmen consist in the increase the share of small and medium business manufacture in the GDP two times more, and the last but not the least – employment  and employees’ professional development as long as  business is a real sector of the  economy in the northern regions today.

The republic gained considerable experience in an enterprenership that provides the mining industry services, groups of homogeneous techs, spare parts, materials for enrichment of ores of nonferrous metals. It is possible to track the development of foreign economic relations of the commercial structure which delivers various equipment and cars from foreign manufacturers by the example of “Lur”, LLC.
From 1997 to 2007 Lur has established business relations with  Komatsu, Warmon, Samsung, Berco, Sumitomo Corporation and other manufacturers from Japan, Austria, South Korea, Italy, Germany, China.

The operational experience of  Lur  is the evidence of the fact that extention of deliveries of one enterprise allows to reduce considerably the service of import (import), to receive retrenchment up to 10% of the total republic turnover. For example, Lur annual turnover is 200,0 million rubles, consequently, the retrenchment  at the cost of price reduction of purchases actually reaches 20,0 million rubles a year. This is not a single instance. This fact proves that there is a stable development of similar firms which form the basis of the progress of the Sakhas (Yakutia) Republics in the long run.

The analysis shows, that the basic tool of the state policy of small and medium business development as an alternative to the centralized supply of northern regions (which also has some  positive effects) is the program state o of small and medium business development. The goals of the program is to provide small and medium business with favorable conditions for development basing upon effective and qualitative state support at all levels.

Other objectives are  the provision favorable conditions for steady activity of small enterprises, lessening of administrative barriers, creating new jobs and employment growth, market saturation with goods and services, development of address legal, methodical and informational support, promotion of prestige of small and medium business, strengthening of social status of businessmen.

No doubt that support of the business according to the program needed substantial financing, that under the economic crisis conditions has been impracticable. Therefore, many program activities have not been realized.

Analyzing the previous programs, it is possible to underline their essential lacks: dismatching of the elements of the programs, general objectives, too many activities, unrealistic tasks, groundlessness of the expected final results. All these lacks were given proper weigh when the program of support of small business and employment development in the Sakha (Yakutia) Republic in 2000 – 2001 which was accepted by Governmental order of the Sakha (Yakutia) Republic №204 (April, 5th, 2000). The results of the program Results in 2000 can be characterized as following:
The financing was 138 million rubles. Only 71 million 849,5 thousand rubles or 54,3% from the planned financing was financed in 2000, including the republican budget (20 million 284,9 thousand rubles), the Fund of employment of the Sakha (Yakutia) Republic – 41 million 960 thousand rubles, the Fund of support of small business (8 million 105 thousand rubles), the local budgets (1 million 500 thousand rubles). Only 46 million 326 thousand rubles was used in 2001. This was caused by the fact that the considerable amount of money was received only in the end of the fourth quarter of that year.

At present by the President of republic Saha (Yakutiya), by the government of the republic of Saha (Yakutiya), changed the proportions of the guarantee of Yakutiya with all necessary to the other side, i.e., is postponed accent by the more complete utilization of reserves of the domestic market. In the last 15 years in the republic of Saha (Yakutiya) completely the new social layer of owners was formed, which is the basis, nucleus of middle class, it makes efforts on the output from the economic crisis, the bases of market type economy are created, assumes active role in the forming of basic prerequisites and conditions for the economic lift and stabilizations, an increase in the standard of living of population. Thus, even incomplete financing of the program allowed carry out many activities to support small business and employment development in the republic.

Now the President of the Saha (Yakutia) Republic as well as the Government of the Republic has changed proportions of provision of Yakutia with all necessary things. The target is to use the reserves of the home market in corpore. (Yakutia) An absolutely new social stratum of businessmen has being formed during last 15 years in the Republic Sakha that is the basis of the middle class; it makes efforts to end up with economic crisis, creates market economy, plays an important role in creating of the preconditions and conditions for economic growth and stabilization, the growth of living standards of the population.
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