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Abstract:The aim of this research is to determine the main factors affecting activity of small and medium sized enterprises in the Azerbai-
jan market and analysis of its situation through collected data.The method used in the research will be conducted as an interview
(online).Literature-based findings were essentially the factors that hampered the development of small and medium-sized enterprises in
Azerbaijan in a few different areas. There was identified a list of problems related to SMEs development connected with access to financial
resources, problems in the application of internet technologies, relationship between the character of the enterprise and the character of the
operator,outside environment, cultural differences, problems in strategy determining.

Streszczenie:Celem tych badan jest okreslenie gldéwnych czynnikéw wplywajacych na dzialalno$¢ matych i $rednich przedsigbiorstw na
rynku Azerbejdzanu i analiza ich sytuacji w kontekscie zebranych danych. Wywiad stanowit podstawowa metod¢ zastosowana w nizej za-
prezentowanych badaniach. Zaprezentowano list¢ problemow zwiazanych z rozwojem matych i $rednich przedsigbiorstw w Azerbejdzanie
zwigzanych z: dostgpem do zasobow finansowych, problemami w stosowaniu technologii internetowych, zaleznos$cig mi¢dzy charakterem
przedsigbiorstwa a charakterem operatora, srodowiskiem zewngtrznym, réznicami kulturowymi, problemami w okre$laniu strategii.

Key words: SMEs, success factors,

Stowa kluczowe: mate i $rednie przedsigbiorstwa, czynniki sukcesu

1. Introduction According the Figure 1., the share of SMEs in GDP was 15%
Small and medium-sized enterprises (SMEs) represent 99% and 3 billion USD in 2006 [5].

of all businesses in the EU. The definition of an SME is important 25

for access to finance and EU support programs targeted specifically

at these enterprises [1]. 20
SMEs have been recognised to play a vital role in economic

development and growth. Therefore governments have become 15

increasingly engaged in policies to support SMEs and entrepre- GDP

neurship over the last 20 years [2]. 10 SMEs
Small and medium enterprises (SMEs) are considered as

the backbone of the economic growth in all countries because 5

they account for 80% of the global economic growth. SMEs also

contribute a substantial share of the manufactured exports of East 0

Asia (56% in Taiwan, over 40% in China and the Republic of 2004 2005 2006

Korea) [3]. Fig. . The share of SMEs in GDP for Azerbaijan

The importance of SME around the globe is well documented
due to its relation with employment and economic growth. For
example, in 2012 in the European Union (EU) there were about

20.7 million of small and medium-sized businesses (SMEs), ac- SMEs.According to the Cabinet Council Decree of the Azerbaijan

counting for 99.8% of the total nun.1b.er of enterprises, (EU, 2012). Republic on Criteria For Defining Small and Medium Enterprises
In the United States (USA) 28.4 million of SMEs represent 99.7%  g,qed Upon the Economic Activity #57, dated April 20, 2004, the
of total businesses and employ 56 million of private-sector work- following legal entities are considered “small business units”.

force (SBA, 2015) [4]. This limitations is very different international standarts. It

In Azerbaijgm also SMEs ar increasing every year. But it varies from Europe and USA also. We can say that, there is some
doesnt reflects this development to GDP.

SMEs definitions vary because of the government rules. In
Azerbaijan also has special criterias and definitions for the
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lackings. The workforce is not appropriate with the Turnover. For
example, This limitations, pulls firms to opacity [6].

Table 1. SMEs Criteras (Cabinet Council Decree of the Azerbaijan
Republic on Criteria For Defining Small and Medium Enterprises Based
Upon the Economic Activity #57, dated April 20, 2004)

Sector ‘Workforce Turnover
Construction and <50 <500.000AZN(269078USD)
Industry
Agriculture <25 <250000 AZN

(134539 USD)
Trade <15 <1 mln. AZN
(538156USD)
Others <10 <250000 AZN
(134539 USD)

I also reviewed different application of government policies to
this area: Thailand, Puerto Rico, Bangladesh.

There are different methods of determining of success and
failure factors of firms. One of them is Lussier model developed in
the USA in 1995. The model considers 15 key factors in the suc-
cess or failure of SMEs. The success rate was measured upon
comparing the performance of the firm in the past three years with
the average in the industry. The results proved the model can ac-
tually classify firms as either successful or failure 77.3% on aver-
age. The most significant variables of the model related to the
owner characteristics were ethnic origin (minority); and two cha-
racteristics of the firm were staffing and product/service timing [5].

Also previous research showed us, the success factors of
SMEs are:the character of the enterprise and the character of the
SMEs, access to financial resources, problems in the application of
internet technologies, outside environment, cultural differences,
problems in determining the strategies [7-11].

2. Research findings and discussion

In our research, the dependant variable is Life cycle of SMEs
All other success factors are independent. There was interview
with experts of Azerbaijan market. The experts will be chosen from
academicians and entrepreneurs. After interviews, the results will
be compared with previous research findings of literature. Finally,
general frame of drawbacks which effect life cycle of SMEs was
identified. Table 2 presents macroeconomic indicators of the enter-
prises in Azerbaijan.

Table 2. Macro Economic indicators of SMEs

2011 2012 2013 2014 2015
Value added, million |, ¢, ¢ hog10 24533 [2362.8 |1987,8"
manat
Average annual
number of employees| 90,2 95,5 109,0 115,0 87,6
[thousands]
Average monthly
nominal wages, 2222 263.3 303.5 348.0 302,1
[manat]
Investments directed
to fixed capital, mil- | 737.6 531.6 486.3 746,5 807,2
lion manat
Turnover 4208,5 [5100.6 [6072.6 [5951.7 | 5986.3
[manat milion]

The values produced in the last 5 years, the number of work-
ers working in the sectors, the turnover of the firms and the in-
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vestments directed to the sector are stated. Although investments
have increased over the years, there is no significant increase in
turnover.

Data presented in Tabe 3 show statistics of non-oil sector
clearly. We know that when we keep the oil industry out, the val-
ues of the companies are very low.

Table 3. Share of Small Entrepreneurship
in the Economy of the country

2. Olks iqtsadiyyatinda kicik sahibkarhq subyektlorinin payy, faizls

Share of small entrepreneurship subjects in the economy of the country. af percentage

2011 2012 2013 2014 2015

Blave dayer 35
qeyri-neft sektoru iz 73

41 45 43 4.0 Value added

58" nonoil sector

Average annual number of
6.3 employees

65

65
6.7

64 79
66 81

76
T2

Iscilonn orta illik say1
qeyri-neft sektoru izra non oil sector

Investments directed to fixed

5.1 capital

92

Osas kapitala investisivalar 538 35 27 42

qeyni-neft sektoru iz non o1l sector

ik dovrivya 8.1
183

96
18,5

106
200

105
184

9.6 Tumover
149

qeyri-nefi sektoru iz non oil sector

1 idkin

1y b

Table 4. Distribution of Number of employees in small enterprises
by industry

14.6 Kicik miiassisalarda islavanlarin saymm igtisadivvatn sahalo1i iizra bélgiisii
(vekuna nisbatan faizia)

Distrubition of the number of employees in small enterprises by branches of econony
(relative to total, af percentage )

2011 2012 2013 2014 2015
Tqtadivyann biifin sahalar
izre - comi 000 1000 1000 1000 1000 Total economy
o cimladan: of which:
kand tasamifan, masa agriculmre, forestry and
tasamiifat v bahgphg 56 55 5.4 fishing
samaye 183 187 185 13 7.6 industry
riking 104 126 141 10,9 4.5 construction
topdan ve parakands ticarst;
avtomobillarin 9 trade; repair of ranspart
motosikletlarin tamiri 411 kA H3 336 40,1 means
naqliyyat ve anbar tasamifan 18 17 19 22 3.4 transportation and storage
vagayigm tgkili Vo ictimai accommodation and food
izga 27 19 21 37 4.0 service activities
information snd
informasiya ve mabita 15 10 22 27 3,0 commumication
dagimreaz anlzkls slagadar
amaliyyadar 09 1 i L6 2,6 real estate activities
tabsil 0g 0 12 17 3.2 education
shaliys seliyys va sosial Iumsn heslth and soctal work
xidmstlann gostariimasi 14 g 22 26 4.0 activities
digar sahalar 155 148 16,6 208 22.7 other fields

Table 4 shows the percentage distribution of people working
in small and medium-sized enterprises. While workers in trade and
repair businesses account for 40.2% of all employees, they are
followed by other areas by 20.2%.

As it can be seen from Table 5, although the other countries
exhibit close values as life expectancy, the number of women
entrepreneurs and government support remains behind in terms of
competitiveness created by the state.
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Table 5: Average Indicators of Azerbaijan SMEs
Small Firms Medium Eastern
Azerbaiian (1-19 emlrlo _ Firms LargeFirms (100+ Europe Lower
! ees)p ¥ (20-99 em- Employees) & Central middleincome
ployees) Asia
Ages 11.7 10.6 12.6 16.1 134 15.8
o . -
% of Firms with Female Top 24 16 41 0.0 211 19
Manager
o . .
%o of Flr.ms Yvnth Female' 41 39 52 0 324 38.8
Participation in Ownership
Private Domestic (%) 100 100 100 100 92.8 87.6
PrivateForeign (%) 0 0 0 0 5.8 8.8
Government/State (%) 0 0 0 0 0.5 0.3
Others (%) 0 0 0 0 0.9 34

ttp://www.enterprisesurveys.org/~/media/ GIAWB/EnterpriseSurveys/Documents/Profiles/English/azerbaijan-2013.pdf

In Azerbaijan, experts and entrepreneurs working in SMEs
were asked. Choice process is related with their career, experience,
as well as observations. Based on experts’ opinon, we can sort out
the factors:

1. Keeping a turnover limit of small
enterprises low

2. Difficulty in financial situations, difficulties in accessing
financial resources, high interest rates. These days, with the
decisions of the increse of rates of Fed, the depreciation of the
domestic currency against the dollar also causes difficulties in
access.

3. The production is mainly made from imported and semi-
finished products.

4. Inadequate support and incentives for export: The difficulty of
export procedures, the difficulty of bureaucratic processes in
obtaining export permits, the inadequacy of export market and
operational information, and the lack of sectoral producers and
exporters' unions raise the prices of manufactured goods.

5. Incompetence:Due to the above reasons, the competitiveness of
companies in both local and foreign markets is decreasing.

6. The use of technology is not at the desired level.

7. Strategic knowledge levels of managers are not sufficient.
Firms make decisions with market observations at first, without
allocating budget for research.

8. The manager's character and how he or she reflects it on the
management is important for the establishment of identity in
the small and medium unit enterprises, and the success is
affecting.

It can be stated, that the information obtained and the findings
from the literature overlap with the majority. If we collect these
ideas under the literature findings, 1) and 4) are aggregated under
the heading of access to the external environment factor and 2)
Sikki is under the heading of access to financial resources. The
option unique to Azerbaijan is 3). Statistical data shows that there
are problems due to lack of information in management of invested
companies, 6) that opinion is also true.Since Azerbaijan still bear
the traces of the Soviet Union, customary cultural habits are also a
matter. People are waiting for the state to invest in this area. With
the support of the government it is possible to develop the sector.
Otherwise, frequent changes in the outside environment will avoid
people making such risky investments.

and medium-sized

3. Conclusion

In our research, we have identified the factors that affect the
success of small and medium-sized enterprises in Azerbaijan. This
is a work that will be forefront for other researchers. Literature
survey, we gathered statistical charts for small and medium unit
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enterprises. Later, I identified experts who were advisory and
entrepreneurial, and I conducted online interviews with them. I
compared the data I collected with the literature. In general, the
operator's character, access to financial resources, difficulties in the
production process, inadequacy of competition, inadequacy of
strategic viewpoint on the administrative basis and inadequate use
of technologies, cultural influences and remittances affect the
success of SMEs. In Azerbaijan frame, the living troubles related
to production are the new findings, except for the previous
findings.
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