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Abstract. The article emphasizes the need to consider the institutional 
environment of small businesses as the basis for ensuring the 
implementation of the state strategy for business development during the 

period of overcoming the consequences of the economic crisis that arose as 
a result of the spread of a new coronavirus infection. The comparative 
characteristic of the definitions “institutional environment” and 
“institutional environment of entrepreneurship” of domestic and foreign 
researchers is carried out. Conclusions are made about the need to study 
the interaction of elements of the institutional environment of 
entrepreneurship development in Russia. The stages of formation of the 
institutional environment of small business are summarized. The 
composition and structure of small business entities in recent years have 

been analyzed. The problems affecting the decrease in the level of the 
business climate are systematized. The institutions for supporting small 
businesses (the fund for support (development) of SMEs in the region, the 
SME corporation, Skolkovo, territories of advanced socio-economic 
development, special economic zones, industrial parks, etc.), which 
provide various types of support for entrepreneurs: subsidies, tax 
incentives, preferential lending, non-financial support, government 
guarantees. The role of the state as the initiator of the creation of various 

institutions that support the development of small business and implements 
programs for the strategic development of small and medium-sized 
businesses, stimulating the growth of investment potential, is emphasized. 
To conduct the research, the author used both theoretical and empirical 
methods. 

1 Introduction 
Small and medium business is a certain center in the formation of state economic policy in 

Russia. Entrepreneurship is seen as the key to economic growth, investment and innovation, 

job creation and social inclusion in the state. However, according to official statistics, small 

and medium-sized enterprises can now be determined by the size of employment and 

income received for the previous period. This is a large category that encompasses 

enterprises with different ownership structures, different numbers of employees and levels 

of economic activity. This point is taken into consideration in the course of this study. It is 
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innovation and investment that are the most effective tools in the competition between 

small businesses and large corporations. At the same time, one should consider the 

significant influence of the institutional environment among other various types of external 

environment (economic, political, legal, social and other conditions) on the opportunities 

for entrepreneurship growth and the transition from an ordinary “startup” project to a 

transnational company with a high level of capitalization. A.A. Baitursunov emphasizes 

that “the presence of an effective and well-structured institutional environment for the 

functioning of entrepreneurial activity is a priority task, since it is the basis for ensuring the 

implementation of the state strategy for the development of entrepreneurship” [2, p. 476]. 

At the same time, it should be particularly noted that there is an acute need for the influence 

of high-quality institutions for the development of small and medium-sized enterprises 
during the crisis period. A decrease in the level of financial resources, and, consequently, a 

decrease in the business activity of small business entities, gives rise to the need for 

institutional changes.

2 Problem Statement

The development of economic relations in the period of globalization is associated with a 

number of problems. The study of the interaction of elements of the institutional 

environment will allow to generalize the negative factors affecting the business climate and 

assess the directions of support through the institutional formations of small business.

3 Research Questions

The study of institutional changes in the field of small and medium-sized businesses 

follows from the consideration of the essence of the institutional environment of 

entrepreneurship.

E. D. Vaisman and M.V. Podshivalova concluded that “unified methodological 

approaches to the interpretation of the institutional environment, a unified classification of 

its constituent elements have not yet been formed” [13, p. 29]. It is by highlighting the 

concept of “institutional environment” as a separate category and by studying the 

approaches to the interpretation of this term, the attempt to systematize it will allow to 

generalize the methodological aspects of identifying the institutional environment of small 

business. A review of literary sources made it possible to summarize the main 
interpretations of the concepts of “institutional environment”, “institutional environment of 

entrepreneurship”, “institutional environment of small business”.

It is widely accepted that the term “institutional environment” was introduced by 

foreign economists L. Davis and D. North, who “understood the institutional environment 

as a set of fundamental political, social and legal rules that create a base for production, 

exchange and distribution” [4, p. 6]. The definition of the institutional environment by

A.A. Auzan considers it as “a set of rules (social, political, legal, economic) that determine 

human behavior” [1, p. 53]. A review of literary sources allows us to conclude that most 

authors adhere to the consideration of the institutional environment as a system of rules and 

norms between economic entities [7, 9, 12].

By the institutional environment the authors N.G. Vovchenko and T.V. Epifanov mean 

“a set of formal and informal institutions, as well as mechanisms of state regulation of 
entrepreneurial activity, including the mechanisms of centralized support for small 

businesses by state authorities and the international community” [15, p. 300]. V.N. Rutsky 

and I.S. Pyzhev summarizing the institutional problems and prospects for the development 

of innovative entrepreneurship in the resource economy came to the conclusion that the 
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following components of the institutional environment of innovative small business should 

be distinguished: subjects of the business environment, social characteristics of an 

entrepreneur, transaction costs of entrepreneurial activity, sectoral characteristics of the 

technological regime of entrepreneurship and institutional constraints and incentives to 

innovators in national and regional innovation systems [11, P. 132].

The conducted review of scientific research indicates the need to focus on the 

interaction of elements of the institutional environment system in order to overcome the 

crisis situation of small businesses as a result of the spread of a new coronavirus infection.

4 Purpose of the Study

The purpose of the study is to generalize the elements of the system of the institutional 
environment of small business taking into account the assessment of the dynamics of 

changes in the structure of small business entities in Russia in recent years.

5 Research Methods

During the study, the following theoretical methods were used: analysis and synthesis, the 

method of abstraction, induction and deduction, interpretation, in order to understand the 

mutual influence of factors that determine the dynamics of general development. In 

addition, the use of empirical research methods should be noted: the study of scientific 

works of domestic and foreign scientists-economists and the results of their research 

activities, observation, conversation, etc.

6 Findings

It should be emphasized that the institutional environment is characterized by constant 

changes. This is due to the changing business environment and the adopted regulations. At 

the same time, it is always necessary to conduct a thorough analysis of the benefits and 

losses obtained from the introduction of innovations:

Next, we will consider the basis of formation of the institutional environment. The 

stages of formation of the institutional environment of small business:

- determination of the goals and objectives of the development of small business;

- conducting a preliminary analysis of the advantages and disadvantages of introducing 

something new;
- search for analogs in domestic or foreign practice;

- creation of an implementation strategy, taking into account the goals of related 

institutions;

- development of a set of adaptation measures aimed at minimizing the costs of

individual groups;

- carrying out the final calculation of benefits and losses from the introduction of the 

new institution.

The data obtained is compared with the available financial support in order to make an 

informed decision.

For the purpose of more effective formation of the institutional environment of small 

business, attention should be paid to the mechanism of state regulation. It is the system of 
state regulation and stimulation of entrepreneurship in the Russian Federation that 

constitutes the basis of the institutional environment. The author previously paid attention 

to the factors and methods of state regulation of small business [5].
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The state, being the initiator of the creation of various institutions supporting the 

development of small businesses and implementing programs for the strategic development 

of small and medium-sized business, stimulates the growth of investment potential.

According to experts, small and medium-sized businesses are the engine of the 

economy of many countries. According to the Organization for Economic Co-operation and 

Development (OECD), in developed countries, from 60 to 70% of the employed population 

work in SMEs, in China – 80%. The contribution of small and medium-sized businesses in 

the US is about 50%, in the UK – 47%, in Germany – 57%, in China – 60%, in India –

45%. In China, the SME sector owns 65% of patents, 75% of technical innovations and 

over 80% of new products. According to the World Bank, in developing countries in the 

next 15 years, four out of five new jobs will be created by small and medium-sized 
enterprises [14].

According to the studies, the experts determined the share of workers of small and 

micro-enterprises in the total number of workers in 2019 in the context of the constituent 

entities of the Russian Federation from 1, 7% (in the Republic of Ingushetia) to 23.8% (in 

the Kaliningrad region). On average in the country, this indicator was 15.0% [10].

As the Minister of Economic Development of Russia Maxim Reshetnikov emphasized, 

“the total number of people employed in small business in Russia increased in 2020

compared to the previous year and amounted to almost 23 million people.” At the same 

time, he noted a slight decrease in small businesses over the past year [8].

We summarize the dynamics of change in the number of small business entities in Table 

1.
Table 1. The structure of small businesses for 2016 – 2020 in the Russian Federation*

As at the date 
of :

Number of 
SMP

The sum of the 
average number of 
employees

Average ratio 
of workers to
SMEs

Growth rate 
(decrease) in the 
number of SMEs in 
relation to the
previous period,%

10.01.2017 5865780 15855749 2,70 No Data Available

10.01.2018 6039216 16106581 2,67 102,96

10.01.2019 6041195 15873589 2,63 100,03

10.01.2020 5916906 15321788 2,59 97,94

10.01.2021 5684561 15491144 2,73 96,07

on average over 
5 years 5909532 15729770 2,66 99,25

* - the table was compiled on the basis of data from the Unified Register of Small and Medium 
Enterprises [16].

The analysis of the structure of registered SMEs indicates a slight decrease in the 

number of small businesses in 2019 and 2020, which ranges from 3-4%. This low value of 

reducing the number of small businesses is associated with the implementation of anti-crisis 

measures in the following main areas: concessional lending, support of demand and support 

for the regions of the country.
We should also pay attention to the sectoral composition of small businesses. It should 

be noted the following areas of activity, in which the largest number of SPMs was 

registered: construction of residential and non-residential buildings (15%), road freight 

transport service (15%), retail trade mainly of food products (12%), rent and management 

of own or leased real estate (10%), provision of services by hairdressers and beauty salons 

(9%), etc.

The conditions for small and medium-sized businesses are characterized by the 

peculiarities of the entrepreneurial climate, the stable development of which will become 
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the basis for the development of the institution of entrepreneurship in the Russian 

Federation.

We should also note the role of interaction between small business entities, the state and 

institutions of the entrepreneurship development (Figure 1).

Fig. 1. The system of interaction of elements of the institutional environment of small 
business development

Institutional environment for the 

development of small businesses in 

Russia 

Public and commercial institutions for 
the development of small businesses

Regional SME Support (Development) 
Fund

SME Corporation
Skolkovo

Territories of advanced socio-economic 
development

Special economic zones
Industrial parks, etc.

State institutions for small business 
entities support

President of the Russian Federation 
Government of the Russian 

Federation
Ministry of Economic Development

Line ministries
Federal control agencies, etc.

Support tools for small businesses

Subsidies

Tax incentives

Concessional lending

Non-financial support

State guarantees

SMALL BUSINESS ENTITIES

Entrepreneurship development principles

legal

- the legal 
environment 
regulating the 

small business
activities;
- information 
security of 
entrepreneurship
etc.

economic

- business 

climate;
- the state of the 
socio-economic 
development of 
the region;
- availability of 
financial 
resources;

- supply and 
demand, etc.

social

- accessibility to 
education in the 

field of small 
business;
- entrepreneurial 
skills, etc.

political

- competitive 
environment for 
small businesses;

- ensuring 
employment of 
the population;
- creation of a 
favorable 
investment 
climate, etc.
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The presented system reflects the interaction of elements of the institutional environment 

of small business. The characteristics of business development institutions at the federal 

level are presented in the work of O.V. Chistyakov and A.V. Babkin. The authors 

concluded that it is necessary in the future to conduct research in the field of small and 

medium-sized business development taking into account the impact of the proposed support 

measures from the institutions of business development [3, p. 135].

According to the report of the Russian Union of Industrialists and Entrepreneurs on the 

state of the business climate in 2019-2020, “the state of the business climate in Russia, 

according to 38% of business representatives, has not changed in 2019. 34.2% of 

respondents noted some deterioration in the business climate, and more than a quarter 

believe that the situation has improved in 2019” [6]. It is worth paying attention to the 
complex problems, highlighted by entrepreneurs, that do not contribute to the improvement 

of the business climate: fiscal policy, lack of qualified personnel, rising producer prices, 

difficulty in accessing credit resources, insufficient protection of property rights, a drop in 

the population's solvency associated with the spread of a new coronavirus infection, and 

others. The solution to these problems is possible with introducing state support for small 

businesses.

7 Conclusion

Over the past year, there have been significant changes in the institutional environment of 

entrepreneurship as a result of the introduction of restrictive measures in order to reduce the 

spread of the new coronavirus infection. This implies the need for a more detailed study of 

the interaction of elements of the system of the institutional environment of small business.

Comparative analysis of the concepts of “institutional environment” and “institutional 

environment of entrepreneurship” reveals a wide range of studies on this issue and the 

versatility of this category. The review of scientific works indicates the absence of unified 

methodological approaches to the interpretation of the definitions under consideration and 

the need to clarify the essence of the “institutional environment of small business” in 

further research.

The state occupies a special place in the system of the institutional environment of small 
business. Through the legislatively approved instruments of support with the help of public 

and commercial institutions of the development of small businesses, the state regulates the 

activities of entrepreneurs and provides support in order to overcome the crisis situation. 

Thus, it contributes to the improvement of the business climate and the solution of 

emerging problems.
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