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Abstract 
Small business is a vital factor in the economy of any country and its regions. The objective of the research is to identify and rank high-priority and 

major problems of small business development in Latvia. The object of the research is micro and small businesses in Latvia. The novelty of the 
research lies in the fact that for the first time an expert assessment of high-priority problems faced by micro and small enterprises in Latvia has been 

performed, and solutions to these problems have been proposed. The goal of the research is to identify the most important problems hampering the 

successful development of small business in Latvia; to suggest solutions to the problems. The research methods comprise expert evaluation of the 
importance of problems faced by small businesses, using modern methods of mathematical processing of examination results. It has been found that 

the most important issue for micro enterprises is the purchase of the manufacturing equipment, for small businesses – the availability of seed capital. 

The second place in order of importance for micro enterprises is taken by the problem of obtaining a loan, for small businesses – the problem of tax 
burden. Difficulties of micro enterprises to obtain loans are mainly associated with the lack of pledged assets. The problem of tax burden is important 

both for micro enterprises (ranked 3rd) and for small enterprises (ranked 2nd). The problem of purchasing the manufacturing equipment is ranked 

third for small businesses. The current problems of the development of micro and small businesses in Latvia are largely caused by a lack of state 
support and unstable taxation policy. Other issues, such as a lack of qualified employees and entrepreneurs themselves could be addressed more 

effectively, if at the state level there were close cooperation between entrepreneurs and public vocational schools. There is a need to develop a 

comprehensive program for the development of micro and small enterprises in Latvia with participation of governmental and other interested parties.  

KEY WORDS: micro and small enterprises, expert evaluation method.  

Introduction  

In economically developed countries, not only large 

and medium-sized but also small businesses operate 

successfully. According to the U.S. Small Business 

Administration, in the United States about 99 % of all 

enterprises in the country are small businesses, which 

employ about half of the employed population (U.S. 

Small…1988). On average, small businesses receive a 

somewhat higher return on equity than large enterprises 

(Siropolis 1990). They react faster than large enterprises 

to market changes and customer needs. In all developed 

countries, small businesses receive the support from the 

state. For example, the state aid implies the creation of 

favourable conditions for obtaining financial resources, 

licensing of business activity, support of foreign 

economic relations, training of specialists at public 

education institutions, etc.  

Small business is a vital factor in the economy of any 

country and its regions (Ivanova 2015, Koišova et al 

2016). Small business makes it possible to realise the 

creative abilities of the individual, entrepreneurial spirit, 

initiative and creates a competitive environment that 

allows eliminating the shortage of many types of products 

under a variety of existing forms of property as well as 

improving public relations. At present, all developed 

market economies are undergoing a process of search for 

different types of public and state support of small 

business and for a new system of socio-economic and 

regulatory support, focused on creating a permanent 

incentive for innovation in business (Eurostat 2016). 

 

 

Small businesses often provide big corporations with 

the required services, accessories, etc. It is of great 

importance that small businesses often initiate invention 

activities, introduction of novelties and innovations. 

Small businesses are the training ground, where 

innovations are tested, customised and approbated, which 

are then used in mass production by large enterprises.  
The weakness of small business is that start-ups often 

quickly vanish and cease their activity. Only about 20 % 

of start-ups operate for 10 years or more (Siropolis 1990). 

The main reason is the incompetence and lack of 

experience of senior management. In any socio-economic 

system, small business exerts a tremendous effect on the 

social processes. At the same time, it is only possible to 

anticipate the results of the exerted influence when the 

society is aware of a comprehensive theory of 

entrepreneurship. Scientific methods and scientific 

heritage related to business experience and 

entrepreneurship are universal human values. 

A systematic approach that dominates at present 

considers the company as an open system, which should 

adapt to the conditions of the external and internal 

environment. The main reasons of what is happening 

within the organisation should be sought outside it. The 

enterprise always depends on external factors: 

information, energy, material and financial resources, etc. 

For example, a considerable impact, though indirect, on 

the operation of enterprises is exerted by public and 

political factors: political stability in the country and 
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partner countries, government regulation of business, 

level of taxes, benefits, etc.  

Subject and relevance. Small and micro businesses 

along with other larger enterprises operate under the same 

laws of the market economy in a single legal field. All of 

them combine certain groups of people who work 

together to achieve common goals (Mescon et al 2002). 

In the context of globalisation, one of the main 

characteristics of any company is its relationship with the 

environment (Kareivaite 2015).  
The process of establishment of small and micro 

businesses in various sectors of the Latvian economy is 

very difficult and painful. Its nature is often distorted and 

acquires bureaucratic or criminal characteristics. Often, 

small and micro businesses do not provide the results that 

the society is entitled to expect, and give rise to new 

challenges in economic and social life, new social 

anomalies (Kochetkov et al 2016). 

Analysing the state of the economy of Latvia, periods 

of recession, stagnation and economic stabilisation can be 

observed. Small and micro businesses are the most 

acceptable form of economic activity, which has acquired 

a dominant position in the economy of many countries. 

They are able to quickly respond to changes taking place 

in markets, switch to the production of new goods and 

provision of services, meet market demand in a timely 

manner, survive in the conditions of shortage of raw 

materials, capital, information, etc. However, today this 

sector in Latvia is developing relatively slowly and 

inconsistently. Estimation of the real state of affairs in the 

sphere of small business is very difficult due to poor 

character and low reliability of information about its 

activities.  

The objective of the research is to identify and rank 

high-priority and major problems of small business 

development in Latvia. The object of the research is 

micro and small businesses in Latvia. The novelty of the 

research lies in the fact that for the first time an expert 

assessment of high-priority problems faced by micro and 

small enterprises in Latvia has been performed, and 

solutions to these problems have been proposed. The goal 

of the research is to identify the priority, most important, 

significant problems hampering the successful 

development of small business in Latvia; to suggest 

solutions to the problems. The research methods 

comprise expert evaluation of the importance of problems 

faced by small businesses, using modern methods of 

mathematical processing of examination results. 

Computations and analysis 

Modern small and micro business in Latvia is a 

complex cluster of the economy, and its successful 

development requires a whole range of government 

support measures, economic and social, especially those 

that are available, but do not operate appropriately. It is 

impossible to solve the problems of small and micro 

business successfully and competently without 

identifying priority problems faced by entrepreneurs 

when they start or operate a business. Small businesses 

can occur in almost any sector of the economy. They 

quickly respond to demand, pave the way for economic 

restructuring, absorb unemployed labour force, develop 

and adapt various kinds of advanced technology, can 

reduce the household income inequality and, ultimately, 

contribute to reducing unemployment and poverty. In 

general, small businesses in Latvia have been developing 

quite successfully in recent years (Kochetkov et al 2016, 

Sventitskaya et al 2018). 

The number of enterprises, cost of their production, 

remuneration of employees and share of small enterprises 

have increased in recent years, contributing significantly 

to GDP in Latvia. It should be noted that by a number of 

indicators micro businesses (number of employees up to 

9 people) have outperformed small firms with a large 

number of employees (10–49 employees). Micro 

businesses have weathered more successfully the recent 

financial and economic crisis. Thus, according to the 

Central Statistical Bureau of Latvia, due to the crisis the 

number of micro businesses fell by 4 % in 2011, while 

the number of small companies had declined by 25.6 % 

since 2008 (CSB 2016, CSB Statistics…2016). During 

the global crisis, the turnover of micro enterprises 

decreased by 28 %, and that of small businesses – by 

35.84 % over the same period of time. However, in the 

development of small business, there are a number of 

problems, which are mainly related to the legal 

framework of the state (Sventitskaya et al 2017). The 

solution to the existing problems or their mitigation will 

enable small businesses to compete aggressively not only 

in domestic but also in external financial and commodity 

markets. 

Problems existing in the development of small 

enterprises can be divided into internal and external ones. 

The internal problems are those that exist within the 

enterprise and are mainly dependent on the quality of 

management. These include: 

- Lack of economic knowledge among entrepreneurs; 

- Lack of the necessary competence of employees; 

- Imperfection of management system; 

- Ineffective marketing policy; 

- Wrong choice of compulsory payment scheme; 

- Presence of significant fixed costs reducing the amount 

of profit (rental costs, etc.); 

- Lack of appropriate amount of financial resources. 

Internal problems, to a large extent, can be solved 

through effective regulation by the senior management of 

enterprises. External problems pose a considerable threat 

to the liquidation of a company, because their influence 

cannot be eliminated by the actions of senior managers. 

The main external problems include: 

- Instability and rigid nature of the tax legislation; 

- Crisis situations in certain areas of production; 

- Monopoly power of large enterprises in the markets; 

- Obstacles in attracting loans, high interest rates; 

- Lack of appropriate state support for small and micro 

businesses. 

Many entrepreneurs working in the sector of small 

business recognise the existence of a range of problems 

facing them and hampering the conduct of business. 

However, as demonstrated by the survey conducted 

among entrepreneurs and professionals, there is a 

sufficiently large difference of opinion about high-

priority, significant problems facing micro and small 

enterprises. The state aid for small business in Latvia is 

apparently insufficient compared to other developed 



Social sciences, Problems of micro & small enterprises development in Latvia   

 

9 

countries. Therefore, there is a need to identify and rank 

the most important problems facing the cluster of micro 

and small enterprises in Latvia. This is necessary to be 

able to focus efforts on the main areas of both the 

companies and, perhaps, the state to overcome the 

existing problems of small business development. It will 

be beneficial not only to the increase in production 

output, but also in the social sphere (reducing 

unemployment, improving living standards, etc.). 

Since, at the first stage of the research, significant 

differences of entrepreneurs and professionals’ opinion 

on priority problems facing small businesses have been 

revealed and ambiguity in information available has been 

determined, the expert evaluation method will be used for 

the analysis and the subsequent formulation of 

recommendations. This method allows, to a maximum 

extent, avoiding poor decision making. According to this 

method, the group of experts carries out the measurement 

of characteristics of the studied phenomena, and the 

measurement results are then mathematically processed. 

Taking into account the conventional division of 

small businesses into two groups in accordance with the 

Regulation of the European Union as of 25 February 

2004 (micro and small enterprises), two groups of 

specialists have participated in the survey, i.e., 12 experts 

from each type of enterprises. The survey has identified 

the nine most important issues facing all small businesses 

(designations of issues adopted in the research are given 

below): 

A – the availability of seed capital; 

B – the availability of professional staff; 

C – economic literacy of senior managers (knowledge of 

business operations and legislation); 

D – experience, information and knowledge in a 

particular business sector; 

E – the possibility of purchasing the manufacturing 

equipment; 

F – high advertising, transportation, etc. costs; 

G – high amount of the tax burden; 

H – the possibility of obtaining loans; 

I – accounting services and legal support. 

Experts representing each type of enterprises have 

been asked to rate these issues by their importance and 

relevance for the successful development of enterprises 

taking into account, where possible, the largest number of 

operating factors: economic, social, political, etc. To 

eliminate the mutual influence on the results, the survey 

has been carried out anonymously; experts have not 

known each other before the survey. The survey results 

are presented in Tables 1 and 2 on the basis of a universal 

point scale (0, 10): 0 – the lowest score (the problem is 

completely absent), 10 – the highest score (the problem is 

the most important one; it is of the highest priority). 

Table 1. The results of the survey of experts - micro businesses 

Designation 
Expert estimates 

1 2 3 4 5 6 7 8 9 10 11 12 

A 4.3 1.4 0 3 1 2.6 3 3.4 1.7 1.4 1 2.3 

B 1 2.6 2 1.7 1.4 1 2.3 2.3 2 2.3 1.4 1.7 

C 1 1 0 2 2.3 1 1.4 1 1.7 2.6 1 1.4 

D 3 4.3 1.7 2.6 5.7 0 1 2 2 2 2 2.3 

E 5.7 5.7 7.7 3 10 8.3 5.7 5.7 4.3 7 3 5.7 

F 1 1.4 1.7 1 1.4 1 2 1.4 1 1 0 1.7 

G 3 4.3 5.7 4.3 5.7 4.3 4.3 7 5.7 4 5.7 8.6 

H 7 4.3 6.6 10 0 8.6 5.7 5 9 5.7 10 3 

I 1.4 2.3 0 0 0 1 1.4 0 1 2 3.7 1 

Table 2. The results of the survey of experts - small businesses 

Designation 
Expert estimates 

1 2 3 4 5 6 7 8 9 10 11 12 

A 8.8 10 6.5 4.8 6.2 8.8 8.8 6.8 5 6.2 8.8 7.5 

B 2.5 3.8 5 5 5 3.8 2 2.5 1.8 2.5 2.5 1.5 

C 1.2 1.2 2.5 3.8 2.5 1.2 1.2 1.2 2.5 2 1.2 1.8 

D 1.2 2.5 1.2 1.2 2.5 0 1.2 1.2 1.2 1.8 1.8 2 

E 3.8 2 3.8 1.8 3.2 5 3.8 3.8 5 3.8 3 5 

F 0 0 1.2 1.2 1.2 0 1.2 1.2 1 1 0 1 

G 3 4.5 2.8 3.8 3.5 5 3.8 5 4.2 3.5 4 5 

H 1.2 0 1 2 0 0 2.2 2.5 2.8 3.8 0 0 

I 1.2  0 0 0 0 0 0 0 1 0 1.8 0 
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Estimates of experts indicate that they hold widely 

divergent views on these issues. Therefore, there is a 

problem to generate the  consolidated  expert  opinion  on 

each type of small businesses and formulate relevant 

recommendations under conditions of uncertainty. In this 

situation, it is impossible to use the theory of probability 

for the calculations due to its inconsistency with 

subjective categories of human thought. For the 

mathematical  processing  of   examination   results,  both 

traditional calculation methods (the arithmetic mean, 

geometric mean, etc.) and the theory of fuzzy sets are 

considered to be more suitable. Fuzzy logic is much 

closer to human thinking than traditional logic. Therefore, 

in this case the use of the theory of fuzzy sets, in addition 

to the traditional calculation methods, will allow more 

correctly estimating the fuzzy data, performing 

mathematical processing of examination results and 

making grounded conclusions (Saaty 1974). Any system 

can be approximated based on fuzzy logic according to 

the Fuzzy Approximation Theorem. This allows 

successfully using the theory of fuzzy sets to make 

grounded decisions. 

Using mathematical processing of examination results 

based on the theory of fuzzy sets, multi-criteria 

evaluation and analysis of alternatives have been carried 

out when scores have been set as the degree of 

compliance with the criteria. The convolution has been 

used on the basis of intersection operation of fuzzy sets 

(Беллман et al 1976). When there is a set of m 

alternatives (α1, α2,... αm),  for some criterion C fuzzy sets 

can be considered (Borisov et al 1990). 

 
where µс(αi)  [0,1] – the estimation  of alternative αi by 

criterion C, which characterises the degree of compliance 

of an alternative to the concept defined by the criterion; 

i=1, 2,… 12. Σ is the sum of pairs µс (αi) and αi.    

If there are n criteria, the best alternative is the one 

that meets all the criteria C1, C2,... Cn. The choice rule of 

the best alternative is written as the intersection of all 

fuzzy sets: 

D = С1 ∩ С2 ∩ …∩ Сn  

The minimisation operation that is performed using 

the membership functions corresponds to the intersection 

operation of fuzzy sets: 

          

The best alternative is assumed to be α*, which has 

the highest value of the membership function (Borisov et 

al 1983): 

         

Construction of membership functions of fuzzy sets 

has been performed by the method of paired comparisons 

based on the processing of matrices of expert evaluations 

that reflect their views on the degree of intensity of 

various characteristics possessed by the elements and 

formalised by these sets (Borisov et al 1990, Borisov et al 

1983). A special scale has been used to construct the 

judgment matrices with qualitative assessment of 

importance from “1” (the same importance) to “9” (the 

absolute superiority). The set of n elements is denoted as 

X = {x}. Evaluation of element xi compared to the 

element xj in terms of property S is denoted as αij. For 

consistency it has been assumed that αij = 1 / αji. Scores 

αij make up the matrix A = (αij). Solving the equation AW 

= λW, where λ – the eigenvalue of the matrix A, the 

eigenvector of the matrix A is determined: W = (w1, w2, 

... wn). The obtained values  wi that make up the 

eigenvector W are assumed to be the degree of 

membership of the elements x to the set S: 

  

For example, the matrix A1 of pairwise comparisons 

of answers provided by expert No. 1 comparing the 

problems of micro enterprises, which is constructed on 

the basis of the rating scale of importance (Borisov et al 

1990), is as follows: 

A1

1

0.33

0.25

0.2

0.2

0.143

0.111

0.111

0.111

3

1

0.33

0.25

0.25

0.167

0.143

0.143

0.143

4

3

1

0.33

0.33

0.2

0.167

0.167

0.167

5

4

3

1

1

0.25

0.2

0.2

0.2

5

4

3

1

1

0.33

0.25

0.25

0.25

7

6

5

4

3

1

0.5

0.5

0.5

9

7

6

5

4

2

1

1

1

9

7

6

5

4

2

1

1

1

9

7

6

5

4

2

1

1

1





























 

On the basis of calculations, eigenvalues of the matrix 

A1 are obtained: λ1 = 9.479; λ2 = 0.097 + 2.09i; λ3 = 0.097 

– 2.09i; λ4 = - 0.253+0.434i;  λ5 = - 0.253 -0.434i;  λ6 = - 

0.146; λ7 = - 0.02; λ8 = 0; λ9 = 0,    where λmax = λ1 = 

9.479. 

The eigenvector of matrix  A1 is then found using the 

equation: 

0*

479.91115.025.02.0167.0143.0111.0

1479.9115.025.02.0167.0143.0111.0

11479.915.025.02.0167.0143.0111.0

222479.9133.025.02.0167.0143.0

4443479.91133.025.02.0

55541479.9133.025.02.0

666533479.9133.025.0

7776443479.9133.0

99975543479.91

9

8

7

6

5

4

3

2

1
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w

w

w

w

w

w

The normalisation condition is used: w1 + w2 + w3 + 

…+w9 = 1.  
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A system of equations is obtained:  

-8.479w1 + 3w2 + 4w3 + 5w4 + 5w5 + 7w6 + 9w7 + 9w8 + 9w9 = 0 

0.33 w1 - 8.479w2 + 3w3 + 4w4 + 4w5 + 6w6 + 7w7 + 7w8 + 7w9 = 0 

0.25w1 + 0.33w2 - 8.479w3 + 3w4 + 3w5 + 5w6 + 6w7 + 6w8 + 6w9 = 0 

0.2w1 + 0.25w2 + 0.33w3 - 8.479w4 + w5 + 4w6 + 5w7 + 5w8 + 5w9 = 0 

0.2w1 + 0.25w2 + 0.33w3 + w4 - 8.479w5 + 3w6 + 4w7 + 4w8 + 4w9 = 0 

0.143w1 + 0.167w2 + 0.2w3 + 0.25w4 + 0.33w5 - 8.479w6 + 2w7 + 2w8 + 2w9 = 0 

0.111w1 + 0.143w2 + 0.167w3 + 0.2w4 + 0.25w5 + 0.5w6 - 8.479w7 + w8 + w9 = 0 

0.111w1 + 0.143w2 + 0.167w3 + 0.2w4 + 0.25w5 + 0.5w6 + w7 - 8.479w8 + w9 = 0 

0.111w1 + 0.143w2 + 0.167w3 + 0.2w4 + 0.25w5 + 0.5w6 + w7 + w8 - 8.479w9 = 0 

The system of equations has only a trivial solution. To 

find the eigenvector W, one of the sets of equations is 

replaced by the normalisation condition. Solving a new 

set of equations, we obtain the eigenvector W of the 

matrix A1: 

w1 = 0.544; w2 = 0.166; w3 = 0.108; w4 = 0.064; w5 = 

0.058; w6= 3.328*10-5; 

w7 = 0.02; w8 = 0.02; w9 = 0.02, (at λmax = 9.479). 

 

The values wi (i = 1, 2,... 9) that make up the 

eigenvector W are assumed to be a degree of membership 

of answers of expert No.1 to fuzzy sets. 

Using the calculations results of the eigenvectors of 

the matrices of paired comparisons of experts’ answers, 

the following sets are obtained: 

 

С1={0.108/A; 0.02/B; 0.02/C; 0.064/D; 0.166/E; 0.02/F; 0.058/G; 0.544/H; 3.328*10-5/I} 

C2={0.028/A; 0.074/B; 0.018/C; 0.165/D; 0.309/E; 0.028/F; 0.165/G; 0.165/H; 0.048/I} 

C3={0.018/A; 0.089/B; 0.018/C; 0.054/D; 0.35/E; 0.054/F; 0.161/G; 0.237/H; 0.018/I} 

C4={0.119/A; 0.032/B; 0.048/C; 0.074/D; 0.119/E; 0.022/F; 0.201/G; 0.37/H; 0.015/I} 

C5={0.029/A; 0.051/B; 0.103/C; 0.184/D; 0.373/E; 0.048/F; 0.184/G; 0.014/H; 0.014/I} 

C6={0.08/A; 0.031/B; 0.031/C; 0.017/D; 0.253/E; 0.031/F; 0.158/G; 0.368/H; 0.031/I} 

C7={0.114/A; 0.077/B; 0.034/C; 0.023/D; 0.25/E; 0.051/F; 0.168/G; 0.25/H; 0.034/I} 

C8={1.032*10-4/A; 0.066/B; 0.023/C; 0.046/D; 0.178/E; 0.032/F; 0.511/G; 0.126/H; 0.017/I} 

C9={0.031/A; 0.06/B; 0.031/C; 0.06/D; 0.147/E; 0.017/F; 0.231/G; 0.405/H; 0.017/I} 

C10={0.03/A; 0.069/B; 0.104/C; 0.045/D; 0.311/E; 0.022/F; 0.153/G; 0.221/H; 0.045/I} 

C11={0.025/A; 0.043/B; 0.025/C; 0.066/D; 0.101/E; 0.016/F; 0.229/G; 0.342/H; 0.152/I} 

C12={0.082/A; 0.045/B; 0.027/C; 0.082/D; 0.221/E; 0.045/F; 0.335/G; 0.143/H; 0.018/I} 

Then the choice rule is used: 

D = { min (0.108; 0.028; 0.018; 0.119; 0.029; 0.08; 0.114; 1.032*10-4; 0.031; 0.03; 0.025; 

0.082)/A; 

min (0.02; 0.074; 0.089; 0.032; 0.051; 0.031; 0.077; 0.066; 0.06; 0.069; 0.043; 0.045) /B; 

min (0.02; 0.018; 0.018; 0.048; 0.103; 0.031; 0.034; 0.023; 0.031; 0.104; 0.025; 0.027)/C; 

min (0.064; 0.165; 0.054; 0.074; 0.184; 0.017; 0.023; 0.046; 0.06; 0.045; 0.066; 0.082)/D; 

min (0.166; 0.309; 0.35; 0.119; 0.373; 0.253; 0.25; 0.178; 0.147; 0.311; 0.101; 0.221)/E; 

min (0.02; 0.028; 0.054; 0.022; 0.048; 0.031; 0.051; 0.032; 0.017; 0.022; 0.016; 0.045)/F; 

min (0.058; 0.165; 0.161; 0.201; 0.184; 0.158; 0.168; 0.511; 0.231; 0.153; 0.229; 0.335)/G; 

min (0.544; 0.165; 0.237; 0.37; 0.014; 0.368; 0.25; 0.126; 0.405; 0.221; 0.342; 0.143)H; 

min (3.328*10-5; 0.048; 0.018; 0.015; 0.014; 0.031; 0.034; 0.017; 0.017; 0.045; 0.152; 0.018)/I} =  

{1.032*10-4/A; 0.02/B; 0.018/C; 0.017/D; 0.101/E; 0.016/F; 0.058/G; 0.014/H; 3.328*10-5/I}. 
 

 
On the basis of the rule max(min), it has been found 

that the most important problem faced by micro 

enterprises in Latvia, according to the theory of fuzzy 

sets, is the problem of purchasing the manufacturing 

equipment (E). The second most important issue is the 

extent of taxes paid to the state (G), which is followed by 

the problem of finding qualified employees (B). Fourth 

and fifth places are taken by economic literacy of senior 

management of enterprises (C) and experience and 

knowledge in a particular business sector (D), 

respectively. The problem of advertising and 

transportation costs, etc. (F) is ranked sixth. The 

possibility of obtaining loans (H) is ranked seventh, the 

availability of seed capital (A) – eighth. Virtually there 

are no problems with accounting services and legal 

support of enterprises (I) – ranked ninth in order of 

significance. 

To make the opinions of expert groups most closely 

reflect the consolidated opinion of the experts, a general 

scientific concept of stability has been used in the 

research (Varian 1993). This concept is based on the use 

of different methods of mathematical processing of expert 

opinions. Apart from the theory of fuzzy sets, three more 

methods of mathematical processing of examination 
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results have been used: the method of arithmetic ranks, 

median rank method and the method of group decision-

making based on the geometric mean of the ranks. 

Applying the methods of arithmetic and geometric 

mean ranks, first the relevant sums and expert evaluations 

have been calculated. Then the arithmetic mean and the 

geometric mean of examination results have been 

calculated and ranked. Using the method of median 

ranks, the examination results for each alternative have 

been arranged in the ascending order. On the basis of the 

obtained variation series, the median has been determined 

for each alternative and ranking of the medians has been 

performed. The calculation results of the final ranking of 

alternatives for both types of enterprises are shown in 

Table 3. The overall results characteristic of the groups of 

enterprises have been calculated using the method of 

group decision-making. 

Table 3. Overall ranks of business problems of micro and small enterprises in Latvia calculated in different ways. 

Numerator – for micro enterprises, the denominator – for small businesses. 

Problems A B C D E F G H I 

The final rank 

by the 

arithmetic 

average 

5/1 6/4 7/5 4/6 2/3 8/8 3/2 1/7 9/9 

The final rank 

by the 

geometric 

average  

5/1 6/4 7/5 4/7 1/3 9/8 3/2 2/6 8/9 

The final rank 

by medians 
4.5/1 6/4 7.5/5 4.5/6 2/3 7.5/8 3/2 1/7 9/9 

The final rank 

by the fuzzy set 

theory 
8/1 3/3 4/5 5/6 1/4 6/8 2/2 7/7 9/9 

The grand total 

by the 

geometric 

average 

6/1 5/4 7/5 4/6 1/3 8/8 3/2 2/7 9/9 

 

It has been found that the overall final ranks for micro 

and small businesses are the same in terms of F and I 

problems ranked eighth and ninth, i.e., the problems 

related to the overhead costs (F), accounting and legal 

support for production (I) are the most insignificant ones. 

The problem of tax burden (G) is of similar importance 

for both groups of enterprises: for micro enterprises it is 

ranked third, for small businesses – second. The problem 

of qualified staff (B) is also inherent to both types of 

enterprises: for micro enterprises it is ranked fifth, for 

small businesses – fourth. The importance and 

significance of the other problems are different for micro 

and small enterprises. 

The most important issue for micro enterprises is the 

purchase of the manufacturing equipment (E), for small 

businesses – the availability of seed capital (A). The 

second place in order of importance for micro enterprises 

is taken by the problem of obtaining a loan (H), for small 

businesses – the problem of tax burden (G). Difficulties 

of micro enterprises to obtain loans are mainly associated 

with the lack of pledged assets. The problem of tax 

burden (G) is important both for micro enterprises 

(ranked third) and for small enterprises (ranked second). 

The problem of purchasing the manufacturing equipment 

(E) is ranked third for small businesses. B, C & D 

problems related to the availability of professional staff, 

economic literacy and business experience of 

entrepreneurs are characterised by an average level of 

significance for both types of enterprises (ranks 4–6). 

However, for micro enterprises the problem of economic 

literacy of senior management (C) is of relatively minor 

importance (rank 7). 

The current problems of the development of micro 

and small businesses in Latvia are largely caused by a 

lack of state support and unstable taxation policy. 

Frequent changes in tax legislation (tax rates, terms of 

payment, accounting statements, etc.) do not contribute to 

an increase in investment in the production. At present, 

Latvia is undertaking the policy of maximum taxes, 

which does not take into account the economic processes 

in the country, solvency and capacity of tax payers. The 

taxation policy is mainly aimed at solving the short-term 

fiscal problems and excessive politicization of the tax 

mechanism for the sake of short-term political goals. This 

approach to entrepreneurship does not contribute to 

business development, innovation and increased 

competitiveness of enterprises and the state. The stability 

of tax legislation (tax rates, tax incentives, choice of a 

particular tax regime approved by at least 10 years) 

would allow entrepreneurs to use their intelligence and 

internal resources of enterprises for business development 

(Sventitskaya et al 2017).  
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Other issues, such as a lack of qualified employees 

and entrepreneurs themselves could be addressed more 

effectively, if at the state level there were close 

cooperation between entrepreneurs and public vocational 

schools. It is necessary to organise training of specialists 

upon the request of enterprises, as well as implement 

qualification upgrading courses in the required sectors of 

the national economy. To improve the lending situation, 

micro and small businesses should use state guarantees in 

certain socially important situations. There is a need to 

develop a comprehensive program for the development of 

micro and small enterprises in Latvia with participation 

of governmental, non-governmental organisations, 

commercial banks and other interested parties. 

Entrepreneurs should become more active in pursuing 

their interests. Following the example of the advanced 

countries, Latvia needs to establish the association of 

micro and small businesses, which would work closely 

with governmental institutions and might have its own 

lobbyists in the Parliament. 

Conclusions 

The research has identified the most important 

problems facing the entrepreneurs of micro and small 

businesses in Latvia. It has been found that the most 

important problems are different for micro and small 

enterprises, which vary by the number of employees. The 

most important problem for micro enterprises is the 

purchase of the manufacturing equipment, while for small 

businesses – the problem of availability of seed capital. 

The problem of obtaining loans is ranked second in order 

of importance for micro enterprises, while for small 

enterprises it is the amount of tax burden. Tax payments 

are quite a topical issue also for micro enterprises (ranked 

third in order of importance). Purchase of the 

manufacturing equipment is also an important issue for 

small enterprises; ranked third in order of importance. 

Only the two most insignificant issues that occupy the 

last places in the ranking are completely identical for both 

types of enterprises: the problem of overhead costs and 

the problem of accounting services and legal support 

activities (ranks 8 and 9). 

The remaining problems that occupy the middle 

positions in the ranking vary by the level of significance 

for different types of enterprises. Out of these problems, 

the most topical one is finding qualified employees. Due 

to the departure of a large number of the most active 

employable young people for work in other European 

Union countries, this problem is topical for the entire 

national economy of Latvia. At present, there is a special 

state programme aimed at helping people who have left 

for wage-earning purposes return home. However, this 

programme has been ineffective so far. It is necessary to 

improve the programme, allocate more funding and 

create new jobs in Latvia. 
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