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Small business is an integral component of modern market economy, without which the economy and society at large are unable of existing and developing in a regular way. 

Economic reforms in the Russian Federation pursue an effective national economy that would secure high living standards and quality of life, and an appropriate place of this nation within international economic community. Small business is an important tool for accomplishing these objectives.

Small business in the Russian Federation is making a considerable contribution to shaping a competitive environment and providing for market equilibrium. Enterprise promotion in the Russian Federation is an important factor of economic growth and employment. 

Looking through these factors handling the shadow business problem is a major task today. This is possible only by creating favorable environments for enterprise development and I would like to focus on the financial mechanisms and today’s credit banking system.
Small entrepreneurship in Russia is the sector of economy, which has been literally generated by reforms. The date of its birth is 18 July 1991, when the Decree of the Government of the Russian Federation № 446 set criteria for a definition of a small enterprise in Russia and specified the general terms and rules of their operation. 

The beginning of reforms accounted for significant increase in the number of private entrepreneurs, primarily, small entrepreneurs.  In 1992 about 190 thousand new small enterprises were created in Russia, which is 1.4 times higher than in 1991. This process played a major role in the emergence of a private sector in Russia, which was filled mostly due to the inflow of small enterprises. In 1995 about 65% of all Russia’s private businesses were small enterprises [1].
At the earliest stage of the business industry entrepreneurs had to find so-called start-up money themselves. Credit institutions were not considered any help at this point. Nevertheless, the situation have turned in another way and Russian banks are gradually moving closer to small business nowadays. Their work with small enterprises corresponds to the diversification principle. A bank stops being a hostage to one or several large clients. Another positive side of small business is that large enterprises, their programs and projects have already been distributed in the bank system. Small business is still a vacant space in Russia: small and medium-sized banks may easily fit in there. There are reportedly 890,000 small enterprises in Russia nowadays; the small business industry employs 17 percent of the country's population [2]. 

Another positive argument of small business is the profit: investments in this kind of business return more profit in comparison with the same index in large business. Small businessmen do their best to save money on expenses on account of quite modest turnovers, which can not make a living on the net profit of 5-10 percent, which is typical for large business. In case of successful promotion, investments may double or even triple.

It goes without saying that a high percentage of income is accompanied with risks. It is noteworthy that those people, who decide to launch their own businesses, turn out to be either inadequate individuals or simply swindlers. Furthermore, there is a large number of administrative obstacles in Russia, which eventually ruin businessmen's humble attempts to rise to their feet. 

Association of regional banks has recently conducted an opinion poll, which was devoted to the issue of credits for small business. Questions were asked to specialists of 85 banks in 36 Russian regions. The majority of banks (91.6 percent) said that the financial state of things at a small company is the most important detail, to which banks pay attention when they dwell upon a loan for a small enterprise. 81.9 percent of banks pointed out a reliable credit guarantee at this point, whereas 75 percent said that a small company is supposed to have a credit history [3]. 

The results of the opinion poll say that banks do not usually give start-up loans to new small companies. Therefore, banks do not hurry to develop the small business industry in Russia at their own expense. Banks can be friendly if they see that a company is stable, if it is not the first time, when a businessman raises a loan. As a rule, banks need to know that a person has already raised loans for his company and paid them back. The financial security has to be solid in this case. Russian bankers acknowledge that they give loans on security of such values as technological equipment (97.2 percent of banks) and ready-made production (68 percent). A large percentage of credits are secured with real estate – 83.3 percent. It goes without saying that such credits are meant for stable, reliable businesses, not for beginners. Usually, banks require six months of successful activity of an enterprise. 

The interest rate on credits for small enterprises is 1.5 times bigger in comparison with the average annual index on credits for non-financial organizations in Russia. The SME published the following statistics: 19.3% vs. 11.95% per annum in the first half-year of  2005. 

It is worth mentioning that banks compensate high rates with a certain shortening of the decision-making process. It takes a bank the average of six days (the minimum term is one or three days, the maximum is two months) to make a credit decision for a small company. 

It’s clear, that on the market of small business crediting is extremely low. But it is important to create special conditions for crediting, for instance by improving and establishing a system of guarantees.
III. CONCLUSIONS
Still, despite of so impressive list of problems, banks gradually beginning to cooperate with small business sector in Russia, supporting it with various services, especially in the segment of crediting. As the result its terms grow, interest rates decrease, requirements to potential borrowers are softened.  Besides clients are offered with different schemes of paying off  their debts, for example, considering the seasonable prevalence of entrepreneurs activity.
Thus, expansion of crediting small business in Russia now is connected with a number of difficulties which overcoming can become competent legislative activity at a federal level and in subjects of the Russian Federation. Universal support of banks and regional bank associations is necessary, whose efforts are directed on creation and expansion in the regions of financial mechanisms of crediting and supporting small business. Formation and the harmonious work of such mechanisms today, in our opinion, is the major warranty of expansion of access of small business to necessary money supplies.
REFERENCES
[1] Госкомстат России, Российский Статистический ежегодник, Москва, 1995

[2] Russian SME Resource Centre, online, available:  http://www.rcsme.ru
[3] Kuznetsov. A., Journal of Small Business Management, 2004.
PAGE  
73

