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DIRECTIONS OF iNCREASING THE FiNANCIAL STABILITY OF SMALL
ENTERPRISES IN AZERBAIJAN

Abstract

Improving the financial condition of small enterprises requires considering and solving a
group of problems. At the present stage, it is necessary to conduct an in-depth analysis of the
activities of small enterprises and organizations operating at a loss in various areas of the
country's economy and to develop relevant concepts for eliminating problems. In the conditions
of free market competition, a small enterprise does not suffer bankruptcy or major financial
failures by showing continuity in its activities, maximizing its profit by leading the competition,
increasing the liquidity of its balance sheet, achieving possible economic growth rates, and
ultimately ensuring the high profitability of small enterprises. These signs are directly related to
financial stabilityit depends.
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In the conditions of market relations, the foundation and development of the economic
entity's stable condition depends on its financial stability. Achieving financial stability is possible
due to increasing production efficiency. Production efficiencyimprovement is achieved due to
efficient use of all types of resources, cost reduction, and improvement of product and service
quality. In the conditions of the modern market economy, maintaining financial stability and
taking care of a stable place in the market economy system, the development of the distribution
of small enterprises' financial resources based on the type of activity and in a certain period of
time leads to the complexity of this work and the use of new special financial instruments as the
practice progresses.

In a situation where market relations are increasingly penetrating the economy and there is
no stability in the general conjuncture of the market, the management strategy should be directed
to the stabilization of the production and economic activity of the enterprise.

As a result of the activity of small enterprises, conditions are created for the production of
products that are necessary in the country, are of strategic importance and satisfy the needs of the
population. Research shows that as a result of making strategically important decisions in terms
of quality, it is possible for a small enterprise to work with a stable income, to achieve its success
and financial stability, which is the basis of our research. At the same time, it is impossible to
achieve a stable increase in income without carrying out research on marketing and financial
management in a small enterprise.

In a situation where small enterprises are independent and their responsibility for the
results of their activities has increased many times, there is a great need for an intra-enterprise
financial strategy. For this, there is an objective need to strengthen the financial situation, to
determine prospective directions according to financial opportunities, to study the financial
situations of other economic subjects. (4, p. 14)

Financial strategy covers theoretical and practical issues of financial formation and
planning, solves tasks that ensure financial stability of a small enterprise in market conditions.
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The theory of financial strategy studies the objective regularities of the economy based on
market relations, investigates the methods and forms of the operation of the enterprise in new
conditions, the preparation and implementation of financial tactics for a certain period.

In order to increase economic financial stability, the main priority of a small enterprise is
the correct and efficient distribution and use of financial resources.determines. The experience of
SOEs proves that the financial management of small enterprises is a complex, systemic problem
with rich content. And it is known that financial stability can be achieved in the enterprise by
solving this problem. First of all, the components of this problem are the identification of the
mechanisms of financial resources employment and realization, the determination of the tasks of
optimizing the structure of financial resources, and the identification of their solution directions.

The strategy that determines the activity of the enterprise, its interactions with budgets of
all levels, the generation and use of income, the volume of needs and their sources of financing
during the year is called the main financial strategy. The main strategic goal of financial
management is necessary for a small enterpriseand providing sufficient financial resources.
Based on it, a financial strategy is prepared in accordance with the requirements of the market
and the capabilities of the enterprise, where the tasks of executives and business directions are
defined and distributed. The main goal in learning this is to increase the market value of the
enterprise; constant growth tempsensure; maximize profits; maintain financial stability; increase
the volume of sales of goods and services; to lead in the fight against competitors, etc. based on
such important goals.(6)

Financial resources are the main factor for the timely solution of socio-economic problems
of the countryits formation and its efficient use are measured by the high liquidity and stability
indicators of each small enterprise and at the same time ensuring its effective integration among
other enterprises. Daily maneuvering with financial resourcesquarterly, monthly and, if
necessary, a shorter term financial strategy is prepared to control the spending of funds and
especially the mobilization of internal resources.

A strategic vision for the near future on the development of small business in our
countryby further developing the environment of small businesses, subjects will be able to access
financial resources and facilitate their access to sales markets, by increasing their business
skillsensuring its competitiveness and further increasing its role in economic development.

In order to determine the level of economic stability of a small enterprise, the profitability
of its own funds, profitability, the coefficient of financial continuity and stability of the
enterprise, financial leverage, the own funds of the small enterprise, depreciation allowances, the
coefficient of financial independence, long-term debt, real value of property and tangible current
assets are included in the investment. , debt funds and a system of economic indicators such as
self-financing capacity ratio, self-financing power ratio and added value, maneuverability ratio
are proposed. (Stoyanov E.A., Stoyanova E.S., 1993, p.26)

The company's financial strategy system is as follows:

Table 1
Scheme of development of financial strategy of enterprises

Financial strategy of the enterprise
Financial analysis Income and receipts
Price policy Allocation of expenses and
funds
Optimizing profit sharing Creditor interactions
Tax policy Interactions with the budget

Securities policy

Foreign economic activity

Optimizing cashless payments

Optimization of fixed and
working capital




Source: 5, p. 102

Thus, the success of the financial strategy of a small enterprise is ensured if the theory and
practice of this strategy are extended and balanced. As the economic environment changes, it is
necessary to strictly centralize the financial processes, to adjust the real strategic goals to the
economic and financial possibilities using flexible methods.

Taking into account all these points, it is appropriate to keep in mind the following points
in the improvement of the financial mechanism that makes the financial system work:

1. The market economy is the most efficient economy, and it is the economy that requires
constant improvement of the financial and credit system. This is an economy that requires
effective use of the financial mechanism, which is the main driving force of the financial system,
to expand reproduction in our country.

2. Both the financial mechanism and the financial management of small enterprises occupy
a special place in the efficient establishment of the financial mechanism. The finance of small
enterprises plays a special role in the creation of the financial reserves of the state.

3. In the period of market economy, working capital is also important in the efficient
organization of the financial mechanism in small enterprises. Therefore, in order to achieve
financial stability, which is the goal of our analysis, fixed and working capital in small
enterprises should be used efficiently and correctly.

Taking into account all these points, it is important to note that clarifying the need to
regulate the relationships related to improving the financial stability of small enterprises is of
scientific and practical importance. First of all, it is necessary to evaluate the opinion of experts
about the concept of financial recovery of a small enterprise. It is explained that the
implementation of measures in accordance with the sample form of the business plan is the basis
for the financial recovery of insolvent small enterprises. An assessment of the financial condition
of a small enterprise is necessary to determine the unsatisfactory structure of its accounting
balance. (3, p. 135)

A rather serious approach should be applied to the issue of small business development in
our country. For this, it is required that our citizens, especially small entrepreneurs, and related
state bodies pay attention to the issue in many directions, starting from macroeconomic policy,
and not unilaterally. For this reason, the implementation of changes to the institution supporting
the development of small businesses and the creation of a favorable environment for its
development are issues of strategic importance.

In order to successfully implement the sustainable development strategy of a small
enterprise, priority should be given to investment and the proper establishment of the financial
management system. At this time, the creation of joint small enterprises with maximum use of
available resources and control of risks in a controlled form will allow to achieve positive
results. In order to achieve positive changes in the innovation-oriented economy in our country,
competitive small processing enterprises should be created and innovation activity should be
expanded due to the fundamental improvement of their investment provision. (5)

In our country, during the transition period of the economy, a legal framework specific to
the economic system based on market relations has been developed. Legal normative acts aimed
at creating a favorable environment for the development of small businesses and limiting the role
of the state in the activities of small businesses are being adopted. Important work has been done
in the direction of formation of market institutes, currency exchange, credit, securities and
leasing markets in the country.

At present, the fundamental reforms carried out in the country under the leadership of our
president lay the foundation for the transition to a sustainable, modern and new stage in the field
of socio-economic development. The continuity of economic development and financial stability
achieved in Oka leads to the increase of the competitiveness of our national economy.
Continuous improvement of the business environment, further improvement of the legislative
base, introduction of modern technologies, local and foreign investments to the country,



production of high-quality products is one of the priorities of the economic development
strategy, and encourages the development of small entrepreneurship in the country. Today, the
main goal is the integration of our national economy into the world economic system, to ensure
the continuity and stability of the dynamic development achieved in the country as a result of
accelerating the development of small enterprises. (2)

According to the forecasts, in the near future, the normative-legal base will be further
improved in the direction of the development of small entrepreneurship in Azerbaijan, significant
reforms will be continued, and the creation of a small entrepreneurship agency is planned. As a
result of the successful implementation of the planned measures, the main goal is to increase the
share of small businesses in the GDP, as well as in employment and, accordingly, in the
country's non-oil sector. (12)

Further development of the small business environment in Azerbaijan, increasing access to
financial resources and foreign markets will create favorable conditions for the development of
small business entities, and the share of small business entities in the non-oil sector and
employment opportunities in high-profit sectors will increase in our country.

It is predicted that by 2025 - in the near future, thanks to the strengthening of small
entrepreneurship, the economic power of our country will increase even more. As a result of this,
the competitive environment will be fully ensured, and our country will become one of the most
favorable countries in the world for foreign investors as well as local investors.

Since market relations in our republic are not fully formed, competition cannot yet fully
influence the development of the economy. For this reason, the economic policy of our state
directs it to stimulate its development. It is also possible to create a healthy competitive
environment, dynamic and goal-oriented development of small businesses due to the
improvement of small business conditions. Thus, the development of this area - small business -
creates a foundation for solving social problems. The most important of them is the partial
elimination of unemployment by creating new jobs. That is why it is very important to give real-
possible support and influence to small enterprises that create new jobs for people with limited
resources, who are facing difficulties in finding a job, and the unemployed.

One of the main factors of the economic development of the society is directly related to
the development of small business activity, the level and form of its support by the government.
If we express our opinion in other words, creating favorable and efficient conditions for its
development by regulating small business is one of the important tasks of the state. Formation of
an effective system of state regulation and support of small business is very important for the
country's economy. The formation of an effective system of state regulation and support of small
business is very important for small businesses and the country's economy as a whole. Small
business creates favorable conditions by raising the standard of living of large sections of the
population, by opening new jobs, necessary goods and services for the society, consumption of
various products has a very important impact on the economic development of both the country
and its regions. (8)

In modern times, it is necessary to form a support system for small entrepreneurs who are
small business owners. This system creates a number of inherent obstacles in making sound
decisions in the direction of satisfactory small business support. If we look more fully and
approach the system capable of analysis, we will see that it is not possible to achieve the set goal
at all levels. The reason is the resulting violation of the management system. For the purpose of
effective management, it is appropriate to create a multi-level system of business management.

(9)

A number of factors that slow down the development of small enterprises have emerged as
a result of our research:

e state and private institutions and lack of coordination between them at any level;

e certain difficulties in access to financial resources;

e weak relationship between entrepreneurial subjects;



e cxistence of restrictions on the access of small enterprises to international and regional
markets.

e there are certain problems in the development of products and services provided in the
financial sector;

e insufficient number of state bodies providing support to small enterprises.

As a result of our research, it is appropriate to implement a number of proposals that
accelerate the development of small enterprises:

1. organizing the development and implementation of more support programs for the
development of small enterprises;

2. training of personnel and increasing their qualifications for the purpose of providing
assistance to small business subjects;

3. increasing the level of using the potential of small enterprises in the development of the
non-oil sector;

4. involvement of small enterprises in government procurement and infrastructure projects;

5. expanding the use of opportunities of various international programs to provide
additional support to small enterprises;

6. creation of centers for providing consulting services for small enterprises and obtaining
necessary documents from a single place;

7. increasing opportunities for vocational and professional education that meet market
requirements;

8. always be prepared for possible force majeure cases; (An example of this is the spread
of the currently global coronavirus (COVID-19) infection);

9. to provide the support of commercial banks to the real sector by the state by stimulating
banks that support small and medium enterprises;

10. using existing perspectives for expanding the scope of Islamic banking (the
development of this system in our country is of great importance for the country's economy as a
result of strengthening economic-social and strategic relations);

11. in addition to financial support, providing support to this area with special programs;

12. assessing the content of the business portfolio necessary for economic development;

13. regulating the flow of funds to tame crisis conditions, minimizing excess costs along
with cost management;

14. image formation and preservation for small enterprises.

As a result of the further improvement of the legislation directly related to the development
of small enterprises, which are the subjects of small business, it is of great importance to
coordinate and implement the improvement of legal normative acts in other areas. The need to
improve legislation, labor and employment, foreign economic activity, business, as well as laws
related to the financial field, especially the Tax Code (reducing tax rates, improving the
application of the simplified tax system, improving the accuracy of tax audits) should be
especially considered. In this regard, specific proposals are made in the direction of reducing the
tax burden in order to increase economic activity in the post-crisis period in Azerbaijan.

(http://www.igtisadiislahat.org/store//media/document/islahatlaricmali/SME_aze.pdf)

Although there are certain loan programs for small enterprises in our country, they need to
be expanded, enlarged and strengthened according to market principles. The volume of loans due
to the new microcredit bank in Azerbaijan, and the scale of financial resources given to small
enterprises due to the National Entrepreneurship Fund, have increased significantly. There is a
need to scale up these efforts in the country and, more importantly, improve access to finance in
the agricultural sector.

The mentioned facts show that the prospective development of small enterprises in the
country should be based on a sustainable strategy of business activity. On this basis, the creation
of a balanced small business system, the development and implementation of a competitive
strategy, as well as the fundamental and systematic improvement of the existing management



system in the field should be ensured. For this reason, the existing experience of enterprises
should be comprehensively analyzed and applied to their activities.
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Azarbaycanda Kicik muassisalarin maliyya dayanmiqhginin artirilmasi istigamotlari
Xulasa

Kicik miiassisalorin maliyya vaziyyatinin saglamlasdiriimast bir qrup problemlorin
baxilmasint va hallini sortlondirir. Miiasir marhalads 6lka igtisadiyyatmin miixtalif sahalarinda
ziyanla islayan kicik miiassisa va taskilatlarin faaliyyatlarinin darindan tahlilinin aparilmasi va
problemlorin aradan qaldirilmas iigtin miivafiq konsepsiyalarin islonilmoasi labiiddiir. Azad
bazar raqaboati soraitinds kicik miiassisanin faaliyyatinds davamliliq gostorarak iflasa vo ya
boyiik maliyya ugursuzluglarina diicar olmamasi, raqabatds liderlik etmaklo manfaatinin
maksimumlagdiriimasi, balansimin likvidlik daracasini yiiksaltmakla, miimkiin iqtisadi artim
templorina nail olunmasi, naticads isa kicik miiassisa faaliyyatinin yiiksak rentabelliyinin tomin
olunmasi kimi faaliyyatinda halledici rol oynayan bu alamoatlor maliyya dayaniqligindan
bilavasita astlidr.

Acar sozlar: maliyya vaziyyati, kicik miiassisa, bazar iqtisadyyati, maliyya dayaniqlig.
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HanpasJienus noBbleHus: UHAHCOBOM YCTOMYMBOCTH MAJIBIX NPEANPUATHH
B AzepOaiizkane



Pesrome
Vayuwenue gunancogozo cocmosHus Manvlx npeonpusmuil mpebdyem paccmompeHus u
pewenuss epynnol npobaem. Ha cospemennom smane HeobXo0umo npogecmu YyenyOneHHbill
aHAIU3 0essmenbHOCmU YObIMOYHBIX MATbIX NPEONPUAMUL U OP2AHU3AYUL 8 PA3IUYHBIX Chepax
IKOHOMUKU CMPAHbL U paA3pabomams cOOmMEemcmeyowue KOHYenyuu ycmpaunenus npoonem. B
VCI08UAX C80OOOHOU PBLIHOYHOU KOHKYPEHYUU Maloe npeonpusmue He mepnum OAHKpOmcmed
UM  KPYNHuIX (DUHAHCOBLIX HeyOoad, NpOAGIss HEeNpepuleHOCMb 8 C80ell  OesimelbHOCMU,
MAKCUMUUPYSL C80K0 NPpUObLIL 3a Cuem JIUOepCmed 6 KOHKYPEeHMHOU 00pvbe, nosvluleHus
JIUKBUOHOCU €80€20 OANAHCA, OOCIUNCEHUSL BO3ZMONCHBIX MEMNO8 IKOHOMUYECKO20 pocma U B
pesyavmame 0becneuu8aemcs 8blCoKAsi peHmabeIbHOCMb MAIbIX NPeOnpusmull. dmu NPUHaAKu
Hanpsamyro 3a8Ucsiam om QuUHaHco8ou yCmouuusocmu.
Knwoueevie cnosa: ¢hunancosoe nonodicenue, Manvlii OU3Hec, PbIHOYHASL IKOHOMUKA,
@unancosas ycmouuugoCcms.



