CHAPTER 4.� SEQ idstyle\r1\h �	SOCIAL ENVIRONMENT FOR SMALL ENTERPRISES�


	It is essential to understand the social environment when elaborating policies to promote entrepreneurship. This chapter analyses social characteristics of emerging entrepreneurs and public attitudes towards them. 


4.1.  Social portrait and recruitment of entrepreneurs


	The basic social characteristics of the entrepreneurial groups which have emerged in contemporary Russia will be discussed here, using the results of a number of sociological surveys.


Recruitment of entrepreneurs.  


	New entrepreneurs have been recruited mainly from the following social groups (77):


Political nomenclature and members of their families;


Managers of state�run enterprises and their deputies;


Skilled professionals;


Dealers from the “informal” economy.


	State, Party and Komsomol nomenclature representatives are not great in number, but make up a very influential group, which has managed to transfer political capital into private economic property.  State�run enterprise directors and their high�rank managers make up a larger group, which tends to maintain the same economic activities following the modification of their enterprise's legal status.  The entrepreneur�newcomers have been largely recruited from the ranks of skilled professionals or middle�rank managers coming from construction, manufacturing and science.  They often had to leave their area of professional expertise and change activities.  Finally, informal and “shadow” economy dealers have been mentioned.  Many of these were the “natural” entrepreneurs, which started “semi�legal” or illegal economic activities long before the institutional reform took place.  There are no valid or recent statistics detailing the numbers of these groups, as entrepreneurs are reluctant to discuss their “nomenklatura” or “shadow” origins.


	The “cultural capital”, e.g. the occupational standing of parents, has had little influence on the recruitment of entrepreneurs in Russia.  The main entrepreneurial groups and activities having been dismantled in the late 1920s, a negligible part of new Russian entrepreneurs could inherit entrepreneurial values and norms from their families.  Thus, family origins are diverse.  Entrepreneurs may come from families with “rank�and�file” background, or top management.  Regarding occupational careers, the majority of small businessmen worked as managers or professionals in their jobs before the start�up of a new enterprise. 


There is also a diversity of ways by which a small enterprise may come, namely: 


Privatisation of state-run assets


Company takeovers


Franchising concepts


Outsourcing by spin-offs 


Management buy-outs


Family businesses


Local initiatives 


It influences the SME profile and is associated with the entrepreneur’s social portrait.


Social portrait of the entrepreneur.  


	The following is a social portrait of the new entrepreneur according to sociological studies (78).  In most cases, entrepreneurs are “middle�age”, between 36�45.  However, the appearance of very young business cohorts has to be mentioned as a remarkable change bearing in mind the gerontocratic tendencies of the late Soviet period.


	New Russian entrepreneurs are predominantly male.  This fact can be explained by the traditions inherent to the Soviet management system.  The number of female entrepreneurs accounted for 10�15 per cent during the first stages of SME formation.  It is now increasing, but there is still estimated to be twice as many male property owners in the private sector.  Women also suffer from higher unemployment rates, and are contributing increasingly to the secondary labour market.  From the ethnic standpoint, rising ethnic entrepreneurship is being witnessed in many regions.  This is by no means surprising, as there is much world�wide evidence to suggest that some ethnic minorities are more active in small business development (79).


	The average level of education of entrepreneurs is high.  About 80 per cent hold University diplomas, and approximately 10 per cent of new entrepreneurs have doctoral degrees.  A considerable number, especially in the first stages, came from the ranks of the “technical intelligentsia”, e.g. professionals with engineering and other technical backgrounds.  It is worth mentioning that such highly educated small entrepreneurs are somewhat less common in developed western societies (80).  We expect the average educational level of small entrepreneurs in Russia to gradually decline.


	Entrepreneurs prefer not to take on new people when they are starting up their companies.  The majority try to take on family members, friends and acquaintances, because business activities require confidential relations and personal loyalties.  Many small businesses are family�based and serve the purpose of economic maintenance rather than the acquisition of profits.


	Most entrepreneurs are aiming to create sustainable positions within their enterprises, and were among the main organisers, or at least, were part of  the first organisational team.  More than one�half are both enterprise managers and enterprise owners (or co�owners).  Business activities have become the main occupation for many entrepreneurs, but some prefer to retain their jobs in state run institutions in order to reduce the element of risk. 


“Waves” and stages of small entrepreneurship.  


	There have been several attempts to categorise the emerging social groups of entrepreneurs with reference to a chronological order (81).  While we are aware of making obvious simplifications we will summarise the outcomes in the following three stages.


	The first stage of the formation of small business groups (1986�1988) was characterised by high political risk.  It attracted enthusiasts and marginal groups who were seeking to move out from their unfavourable positions in the state�run sector.  Many of those with an experience of informal and criminal economic activities are reported to have either started up or developed their businesses during this period.  At the same time, Young Komsomol League leaders, at the top of the political ranks, were allowed to undertake experiments in entrepreneurism. 


	This was followed by the second stage (1989�1990), when groups of skilled professionals became more active in SME formation.  Simultaneously, latent “embourgeoisement” of Party officials and state enterprise managers began.


	After the complete legalisation of the private economic sector in 1991 � in the third stage � the social basis for entrepreneurship was becoming increasingly diverse from the demographic viewpoint, regarding the skills of entrepreneurs and the types of professional careers they had.


Conclusions


If we try to present the most widespread view of the new small entrepreneur the following would be most probable: a man of middle age, Russian nationality, married, with a background in engineering.  He began working as a professional in production before becoming a manager at the state�run enterprise.  About 4�5 years ago he established his first non�state firm and placed the property and economic activity of this firm under his personal control. Still we have to remember that it is only one entrepreneurial profile among many others.


SME policy is targeted to encourage entrepreneurial personalities. Thus, it is important to reveal the types of small entrepreneurs which strongly differ by the origins of their capital and their recruitment channels. Entrepreneurs may be recruited from highly-skilled professionals or managers of big companies but also from the ranks of social vulnerable groups (women, unemployed, immigrants). Different sorts of policies have to be elaborated in respect to these entrepreneurial categories. At the same time all attempts to build up such typologies face the principal lack of relevant statistical and survey data and low access to existing data sets in Russia.





4.2.  Entrepreneurs as seen by public opinion


	Now let us turn to the public opinion polls reflecting the most common attitudes towards various kinds of entrepreneurial activities.  The outcome of these surveys are important in understanding the characteristics of the social and psychological environment for small business in Russia. 


	The most extensive research results in this field have been produced by the All�Union (All�Russia) Centre for Public Opinion Studies (VCIOM) since 1988 (83).  We draw your attention to the most valuable observations collected from dozens of surveys based on nation�wide samples of the Russian population.


Public attitudes towards the new non�state entrepreneurship as a whole have been relatively positive. 


Public attitudes towards enterprise owners and managers themselves have been more ambivalent than attitudes towards the idea of entrepreneurship. 


Public attitudes to small businesses and small ownership of main assets have been much more positive than attitudes to large enterprise and large�scale ownership.


Public opinion has been more tolerant of business activities in industry, construction and agricultural farming compared to those in trade and all kinds of services.


Public opinion has been more positive towards ownership of small land plots in comparison to that towards small workshops in other branches.  


Respondents usually have more reservations when asked about possibilities of ownership of foreign firms and foreign citizens in Russia.


Among the groups claiming a more positive attitude to entrepreneurial activities are the following:  younger cohorts, more highly educated groups, residents of large cities.


There is a belief that private entrepreneurs are industrious and act with more efficiency than many others in economic terms.  However, they are said to be involved in criminal affairs and “unjust” economic deals to a greater degree.  Thus, their business abilities have been ranked positively while their moral qualities ranked negatively. 


The level of entrepreneurs' earnings tends to be exaggerated, because examples of most wealthy businessmen related to conspicuous displays of wealth are considered.


Entrepreneurial groups tend to be placed highest in terms of their social, and especially economic status.  This does not mean that attitudes are totally positive, rather that there is a complex mixture of envy and respect.


The strata of small entrepreneurs are ranked as being prestigious, although this largely results from the fact that they are often confused with large business representatives.


In public opinion Federal authorities have been seen as the main force encouraging new entrepreneurial activities.  During the first stages in particular, this was seen as a campaign initiated by the authorities.


Public opinion has never considered impediments to small enterpreneurs to be the most serious of problems.


Public opinion is heavily influenced by the mass media, and the role of the mass media has been controversial.  The new practices have been extensively reviewed.  There have also been continuous campaigns aimed at discrediting the first entrepreneurs, who became scapegoats, responsible for economic deficiencies during all stages of “perestroika” and economic reform. 


Conclusions


We have reason to conclude that public opinion in general is becoming more supportive of small business activity.  It coincides with the opinion of small entrepreneurs.  54 per cent of surveyed SME representatives agree that public opinion of SMEs is becoming more positive, while only 7 per cent think it is becoming more negative.  31 per cent said there was no change, and 9 per cent were not able to give a definite answer (84).  Less distinctions among different forms of ownership and labour relations are being made.  An increasing number of workers and employees are becoming involved in SME sector on a full�time and part�time basis.  The gap between the state and non�state sectors is diminishing, and it is also becoming more difficult to make clear distinctions between “old” and “new” businesses, or to trace their origins.


Since 1992 public opinion polls have switched to a predominantly different set of questions, namely, public attitudes to mass privatisation, attitudes of workers to the privatisation of their own enterprises and the use of vouchers.  The focus of attention is no longer on public impressions of entrepreneurial activity.  However, we believe it is still an important issue for the examination of the SME social environment. 


The influence of mass media is still controversial in the case of SME.  That 81 per cent of surveyed small entrepreneurs are dissatisfied with the work of mass media is not a coincidence  (8  per cent were satisfied;  11 per cent gave no definite answer (85).  However, this is not so much that the media is hostile, rather that the problems facing the SME sector are not sufficiently discussed. 
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