
Inese Ratanova, BIA (Riga)

MANAGEMENT OF SMALL BUSINESS 
ENTERPRISES IN LATVIA



enterprises, which would Ье take into account the specific needs of small businesses in 
Latvia. 

Controlling can provide accomplishment all administrative functions together, each 
separately and in their various combinations. Running а business based on the concept of 
controlling сап create а real picture of the cuпent and future state of the enterprise and 
market situation, to identify the key trends and the dynamics of changes as well. Moreover, 
these provide an opportunity for the enterprise's management in а timely and adequately 
respond to changing market situations and quickly making effective management decisions 
on perspective oriented. 

Тhе unstaЫe and briefly changeaЫe state of modem economics asks for immediate 
and adequate changes in business processes taking corrective or preventive actions. Тhе 
control process is never finished and even entexprise managers accept the necessity to 
implement new methods for timely feedЬack sensitivity to changes Ьoth in etemal and 
intemal environment Consequently the balance Ьetween control and flexibility Ьecomes the 
main point in the modem controlling process. 

Prompt analysis of economic reports given Ьу enterprises coordinated with 
management result account and informative management help to improve the performance 
standards and to make guide-lines in forecasts ofperspective development То achieve sucb 
goals non-stop process of prognoses, monitoring, control, identification of new proЬlems 
leading to taking correctives into actual performances of enteJprise in whole and i1s departments 
particularly is necessary. 

Accounting data making Ъаsе for management 's information unfortunately i.s useless 
for immediate management solution purposes because of its delay in preceding taxation 
period Management result accounting is mostly connected with financial categories. As а 
result the performed control is limited to comparison of prognoses and actual parameters. 

То elaЬorate and later implement а controlling system, it is necessary to perform а 
series of interconnected steps cbanging the whole management system of enterprise. 
Controlling represents the direction of economic activities ofthe enterprise standing apart 
others and realizing "managing of management" function. It is done Ьу means of system­
forming and system-connecting co-ordination of enterprise' structure including synthesis of 
managing tasks, such as planning, measuring, control and informative supply. 

Controlling could carry out the control process over achieving Ьoth strategic and 
operative goals of enterprise activities. Consequently according to goals formulated, time 
span and measure oftasks to Ье solved, operative or strategic controlling could Ье chosen. 

Both strategic and operative controlling has similar goals of improvement the solution 
should Ье chosen, but they differ in modeling used for said purposes. Тhеу also differ in 
tasks and apply tools according. 

Strategic controlling is а management activity that comprises the planning, testing, 
implementation and monitoring of strategies analyzing: intemal and extemal environment; 
competition policy, main factors ( clues) of success, strategic portfolio forming, analysis of 
strategic plans and parameters of performance assessment availaЫe, analysis of chain of 
values, analysis of strategic statement, analysis of costs, connecting with basic factors. 
Operative controlling is а management activity that comprises the fixing of objectives, 
budgeting and controlling in the middle -teпn, its goal is the creation of adequate management 
system and it also tries to make the proportion costs/ profit optimum. Operative controlling 
leads to short- term effectiveness, it controls profit margin, costs, liquidity and 
productiveness.[3] 
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Adequate assessment of the state of economic stability ofthe company and reporting 
actual improvemeпts preveпting emergencies depends оп precise ideпtificatioп ofthreads 
and risks of crisis, sequeпtially, it depends оп system of parшneters cbosen for monitoring 
purposes. When financial coпditions вrе unstaЫe and competition Ьecomes acute, usage of 
coпtrolling as ап entirety system Ьecomes а real advantage in competitioп. 

In spite of the existeпce of а broad range of reseвrcbes covering the proЫem of 
coпtrolling development and implementing, published Ьу intematioпaJ authors, this proЫem 
still lacks an interest both in the Latvian industry and the scieпtific society. No complex 
view оп progressive coпtrolling implemeпtatioп into managemeпt ofLatvian industry has 
formed, even though it could become the tool transforming industrial map ofLatvia and 
increasing industrial effectiveness according to function in modern market orieпted society. 

Тhе пееd for coпtrolling is especially intense for medium size and small business 
purposes, it пeeds goal oriented planning and managemeпt Coпtrolling is а mcaniпgful 
innovative managing technology, helping to acquire and build the future for small companies. 
Implementing of controlling could certainly rebuild the whole system of company including 
optimization of its documents turnover - Ьoth in the area of economic and finances. 
Controlling could create the new system for the flow of information, and it would also 
facilitate: to foresee the results of activities, 

to make planning in improving the effectiveness of resources; to get precise information 
necessity for purposes of making management decision; to apply tax planning effectively. 

Intensifying of competition on the Latvian market arisen Ьу Intemational companies 
and connected to accession to the European Unit has increased the interest of our business 
and its representatives towards planning, budgeting, effective management of cost allocations 
and made the questions of improved managing especially topical. 

Тherefore elaЬoration of theories into the field of management pwposes for small and 
medium size enterprises, belping them and based on ideas of controlling, including features 
and specific character ofЬusiness, could increase the effectiveness of each company, thereby 
providing the long-term function of company. It is one ofthe most significant tasks for 
business prosperity and development in Latvia. Development of business activities in 
Latvia is Ьased on the necessity of increasing personal actions and increasing of competitive 
aЬilities also. States - pвrticipants of the European Unit form their economic and social 
politics accordingly such principles, they apply complexes of concrete measures stimulating 
the growth of economic. Тhеу a1so help to solve а wide range of social proЬlems - including 
unequal зllocation of monetary income, unemployment. low activity of society into economic 
processes of state. 

Development ofbusiness activities is in accordance with economic priorities of 
state, formulated into the frames of long- term strategy of economic of Latvia.. such as: 
creating of enaЬling economic conditions; 

stimulating of effective and competitive structure of economic dectors; 
diminishing of disproportions and risks in the spbere of social politics and economics. 
Medium size and small enterprises play а significant role in creating Ьoth ofGтoss 

Domestic Product (GDP) and ofthe Employment Market. According to data provided Ьу 
the Latvian Central Statistics Depвrtment in 2009, there were 7lthousand of commerce 
persons and commercial societies active in economy (not including farmers, fishers and self­
employed persons), ofwhich 99,5% Ьelonged to the category ofSМEs. Тhе distribution of 
economically active SМEs in Latvia is the following: micro enterprises -82,6%, small 
enterprises - 14,0%, medium-sized enterprises-2,9%. [9] 
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Cwтently our state takes а complex of specific measures increasing the part of small 
and medium-sized business into Latvian economics, therefore being deeply interested in 
staЫe growth of their numЬer and the quality of management. It is necessary to create 
flexiЫe organization structures, сараЫе to perform management purposes and improving 
actual performance based on the firms objectives. lt is necessary also to increase the 
responsibility of each person in the business at every level of activity. Insofar the management 
shouJd provide the size of profit, the level ofliquidity and financiaJ staЬШty in the short and 
long-term perspective. Opportunities of enlarging the sphere of activities should Ье 
included also. 

Small Ьusiness development in Latvia creates enaЫing conditions for improvement of 
economics, the competitive environments progresses, new additional places of employment 
arise; transformation ofbusiness is accelerated, consumer sector enlarges, but monopolistic 
tendencies of market decrease.( 1 О] Small business sector of economy creates necessary 
atmosphere of competition; it is ассерtаЫе to take coпectives in accordance with swift 
changes of mark.et conjunction. lt could fulfill places created into the sphere of consummation 
and is itself а tool for generating а middle-class. In fact, small business helps to enlarge the 
social basis of reforms, necessary for states purposes.[ 11] 

In short, businessmen in the frame of market economy take а risk ofЬeing responsiЫe 
for their own main solutions applying to choice of activity area, methods and trends. 
Specific of successes in the area chosen is based on multitasking activities of owner of а 
business, who took а risk of creating his own business, controlling his or her responsibility. 
For small Ьusiness the owner often could Ье the manager at th.e same time, but unfortunately 
sometimes any lucky Ьusinessmen could possess only average manager's characteristics. On 
the other hand, successful professional manager could perform effective changes 
complementary to market. When business environment conditioм are unstaЬle, the advanced 
managing quality practice of small and medium size enterprises leaders is necessary. Such 
progress could Ье advanced adapting to Latvian conditions German system of controlling. 

Both small and medium size business а11 over the world uses а lack ofhigh, qualified 
managers Ьecause of their professional preferences to work for more staЬle and Ьroad 
company. Accordingly the enterprises of small and medium size business are forced to 
create systems for staff' teaching purposes during realization of manufacturing tasks. 
Implementation of controlling system needs а solution to wide range of perfonnance proЫems. 
As а result, а full transformation of planning system, control and accounting simultaneously 
with conceptions of enterprise managing should Ье realized. Stage process of controlling 
implementation and its content (for small and medium size enterprises) is presented into 
ТаЫе 1. Duration of spans and quantity of controlling elements to Ье implemented is 
defined ( on the fust stage) - Ьу strict requirements of resource economy, amount of tшnover 
capital and financial potentialities of founders; Ьу amount of profits received - on the 
following stages. When the solution of controlling implementation has Ьееn accepted, the 
necessaxy condition is to make the analysis of рrоЬаЬlе future effect- comparing implementing 
costs and profit availaЫe at each stage, including the prognosis of further controlling 
effectiveness. During the first stage of controlling implementation it is necessary to propone 
goals, mutual to the enterprise in general; also tasks of coпesponding management and direct 
objectives of controlling should Ье made out 

Organization of management's accountancy and organization of planning is realized 
on the second and the third stages of implementing. lt is necessary to determine the system 
of parameters describing effectiveness of management. 
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Small businesses in Latvia have their own cbaracteristics, which cannot Ье ignored in 
the implementation of controlling. Re1atively short period ofthe Latvian busincss fonnation 
has an impact оп the mentality ofLatvian entctprises owners; cuпently, most small business 
owners consider their businesses as а mean for achieving short-tenn goals, and therefore, do 
not apply the modern techniques and management tools, regarding their complex and costly, 
often without evidence ofthcse methods effectiveness; Ыurring ofthe strategic perspectives 
for small businesses in the face ofuncertainty; the small enterprises plan their activities for 
а period not exceeding two or three уеаг.;, usually the strategic forecasting for these enterprises 
does not exist, therefore such enterprises don 't possess the necessary information technology 
base and welJ - qualified staff; the need forprofessional management staff. 

Application of controlling, using modern tools for enterprise strategy management's 
purposes, developing of the system of interrelated controlling indicators contribute to 
implementing the strategy, and hence the achievement ofbusiness goals. Тhе solution ofthis 
proЬlem in our mind lies in the dosed application of controlling elements, and limited 
quantity of selected tools, producing the adaptation of the westem concept of controlling to 
Latvian conditions. 

According to the author, there are the objective reasons reflecting the needs in using 
the controlling in Latvian enterprises. Тhе instability increasing ofthe extemal environment, 
whicb force the enterprise management system to re- orientate its activities from control of 
the existing state of the system to the analysis of the future development, to monitor 
continuously the changes ofЬoth extemal and intemal enterprise 's environment, to increase 
the speed of reaction to these changes, and to develop а coherent program to ensure the 
enterprise survival and avoid the crisis situations. Тhе complication of the enterprise 
management system requires the coordination mechanism within the system. Тhе increasing 
of significant infonnation flows at the enterprise while reducing the relevant information 
requires the elaboration of the special system of management information support. 
Complication ofthe whole process of enterprise management, occurring as а result ofthe 
controlling applied, presents the synthesis and integration around these proЫem different 
(not only economic) areas ofknowledge and human activities. 
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