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Abstract

The paper indicates a relatively big share of fiohshe SME sector in the economic
development of countries and attention is paidaodhicial effects achieved from the growth
of those firms. The author presents selected ceimis of empirical research into that
problem in numerous countries, implemented from pbet of view of the influence of
various factors on the growth of firms of the SMe&cter including micro-, small and
medium-sized business entitigs.gives a picture of conclusions resulting from pérncal
research and findings of many authors referrindgpéomost significant growth factors of these
businesses.
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1. Introduction

Small and medium-sized enterprises are responfibla relatively high, sometimes
even vital level of the development of a nationabreomy. It concerns the European Union
countries but also other economies of the world|uging, among others, the US, China,
India and Jap&n

Small and medium-sized enterprises function coeeily with micro-enterprisés
together with them creating so-called SME secttienocalled the Small and Medium-Sized

! The paper was financed with subsidies grantedhierstatutory research of the Department of Ecoosrand
Organization of Enterprises of the Cracow Univegrsit Economics.

2 It should be underlined that SMEs are defined ifieent ways in different countries. Taking into
consideration the employment criterion, SMEs canrderstood as:

- in the European Union the enterprises employipgtal 249 workers regardless the kind of their besén
activity,

- in Japan the division is based on the kind ofirmss activity: in retail up to 50 workers, in sees and
wholesale up to 100, in industry and other kindaaiivity up to 300 people,

- in US regardless the kind of activity up to 500rkers,

- in China, the division is similar as in Japanméans that it is connected with the kind of agtfivaut for
example small industrial enterprises employ up(0 ®orkers but medium less than 1000.

In India the criterion of the division of enter@ssconcerns the value of their investment: in itrguis is the
sum of up to 2.5 min USD (micro 62500USD, smaltod.25 min USD, medium 2.5 min USD) and in sersice
itis up to 1.5 min USD (micro up to 25000USD, shogl to 0.5 min USD and medium up to 1.5 min USD).

% In the European Union micro-enterprises are bssieatities employing fewer than 10 workers.



Enterprise sector. The shares of those enterpaigeselatively large in individual countries,
also in Poland, in respect of (Borowiecki & Siutakarska, 2008):
» the number of people working in the national ecopoparticularly in the enterprise
sector,
» generation of the Gross Domestic Product,
» foreign trade,
* innovative activities in the enterprise sectoratat.

Irrespective of the above, a significant shareneké enterprises in the area of investment
and the extension of infrastructure of specificrdaes can be observed.

Taking the economy of Poland as an example, weshaw that the share of micro-
firms in the GDP generation (29.7 %) is higher tinat share of the other sectors of economy
(27%), or even large enterprises (24.5%). It comdira relatively large share of the SME
sector firms in generating GDP (the share of mjcsmall and medium-sized enterprises in
total is 48.5 %) (Raport o stanie sektora... 20023 2015).

The production potential and the sales of individilans of the SME sector are
mainly related to their size class in such a way they increase with the growth of the size
class of these firms. However, they are relativ@lyallest in micro-enterprises, bigger in
small enterprisés and biggest in medium-sized enterpfisebhe change of the size of
enterprises from smaller to bigger ones arises ftheir growth in the process of the
development of those entities.

The benefits from the growth are achieved not daylybusinesses themselves, due to
the improvement of their investment, innovative aondpetitive capabilities, but also by the
whole national economy. Along with the growth oktfirm, the rise of its production
potential takes place, an increase in the employnoénworkers, bigger capabilities of
financing research and development activities ac@ith the growing share of enterprises
characterized by growth in an economy, considerabnomic growth of the country may
take place, accompanied by the simultaneous impmemé of innovativeness and
competitiveness of its economy.

Considering, among others, the mentioned benefising from the growth of the
SME sector firms, the issue is an important partregearch papers whose authors got
involved in the implementation of research into gnewth of those enterprises on the path to
their developmentlt is worth pointing out that the SMEs growth presemay vary
distinctively from country to country. And it iseéhcause of doing a lot of research on this
subject. The area of the research is neverthetaged by some individual and organizational
factors as well as external environmental fact@sipta, Guha & Krishnaswami, 2013).
Hence it requires a diversified way of treating amelyzing this heterogenic sector of SMEs
taking into consideration multidirectional and eatiresults of empirical research.

The aim of this article is to present selected teions resulting from
multidirectional and varied research concerninggtablem of growth of small and medium-
sized enterprises, having verified the followingearch hypotheses:

H1: The tendency to grow is a natural law conceyrany enterprise. This growth depends
especially on the material and non material ressithe enterprise possesses which in turn is
defined as its potential.

H2: The enterprise growth is an unseparable paitsadevelopment and in most cases it is
connected with its mission and goals.

* The data concern the year 2012.
® In the European Union a small enterprise is anesss entity which employs fewer than 50 workers.
® In the European Union a medium-sized enterpsiseliusiness entity which employs fewer than 25tkevs.



H3: The same factors may have a varied influencthergrowth of the enterprise taking into
consideration social and economic conditions ofcihentries in which they operate as well as
the classes of their size.

2. Growth factorsin the context of enter prise development

In the literature of the subject, among variousdexof development of a firm factors
shaping changes in its size are also indicatedghagrowth factors and the factors shaping
the enterprise structures, that is, factors of cétimal changes (Chagtowski, 1996).
Therefore, growth factors are constituents ofra’'8rdevelopment factors.

The term of growth is understood, among othergaasitive quantitative changes in
the course of various natural, social and econgrh@nomena (Kortan, 1997)On the other
hand, development is understood not only as quaaingt but also structural and qualitative
changes which occur jointly, and often as a restiluantitative changes (Gabrusewicz,
1992). What differentiates the notions of growtld @ievelopment is related to the character
of changes made. With the growth the size of a fitmanges, which in turn influences an
increase in its potential and passing to a higher slass, whereas development is basically
sought in qualitative changes and it can take plkeen with the drop in the value of
production and the reduction of the number of wosk@he essence of development is not a
guantitative increase in the goods manufactureth@rservices provided but rather making
changes aiming at the production of new products services of higher quality, which
improve the conditions of the firm’s operations ametet new needs of the customers
(Gabrusewicz, 1992).

We may assume that the enterprise development ggocan progress under the
influence of quantitative changes, qualitative gemor quantitative and qualitative changes

(Fig. 1).

Fig. 1. The notion of development in consequenashahges taking place in the process
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Source: Wach, K(2012). Europeizacja matyckrednich przedgbiorstw, PWN, Warszawa, with own changes.

" As J. Kortan indicates, also with regard to emiegs (as in national economies) we cannot exchede or
even negative growth.



As it can be seen in Fig. 1, changes which areuskatly quantitative end in growth,
whereas qualitative changes or qualitative and tifaséime changes end in development.
In practice, the changes mentioned affect eachr,ote¢ermining the enterprise development
process.

In the literature of the subject, attention is paidthe variety and asymmetry of the
types of enterprise growth, considering a neglaipart of enterprises growing steadily and
fast, from which conclusions are drawn about soargicgency of this process.

Among significant growth factors of the SME secttwe following are distinguished
(Zhou & de Wit, 2009):

1) Individual factors concerning an entrepreneuchsas:

» his personal qualities, including character trataged for achievements, effectiveness

or taking risk;

* motivation to achieve the goal of the firm;

» individual competence;

» others, such as experience and education.
2) Organizational factors, such as:

« attributes of the enterprise, including its age siad;

» the enterprise strategy;

» specific resources of the enterprise;

e organizational structure.
3) Environmental factors influencing the growthaobusiness in respect of their: dynamism,
heterogeneity, as well as competitiveness turnintp i"hostility" or "favour" of the
environmentAs the research indicatie improving of the investment climate for SMEsda
strengthening their capacities to respond to trade investment opportunities, does
strengthen the economic performance of SMEs andahassitive influence on their growth
(Promoting SMEs for Development, 2004).

Among growth factors of the SME sector firms theaame also, for example:
innovativeness, flexibility of operations, skillfuhkanagement, the structure of the sources of
finance, and others.

3. Conclusions arising from the implementation of multidirectional research into
firms of the SME sector with regard to their growth

The empirical research concerning the growth pdgsb of firms of the SME sector
usually considers mutual relations between the troof a business and individual,
significant from the research point of view, growtttors. J. Wasilczuk in her empirical
research in Poland isolated growth factors of sevatibrprises referring to (Wasilczuk, 2004):

» the owner - manager, including his sex, age, ergrequrial motivations, education,
experience and personal features,

» the firm itself, including the period of its funatiing on the market, legal form, hiring
“professional” managers, launching new product&rimation and advice from the
outside, credits, subcontracting, delegating powsasing qualifications, strategic
planning and exports.

As a result of the conducted research, J. Wasilggoked significant influence of the
majority of the mentioned factors on the growthsafall enterprises, referring both to the
owner-manager himself and his firm. Only with regp® the four of those factors, namely
the age of the owner, his personal features, thal lrm of the business, as well as hiring
“professional” managers in the firm, no impact be growth of the business was revealed.
On the other hand, the effect of the period of fih@’s functioning on the market on its



growth turned out to be positive for “older” enteggs, contrary to what is often presented in
the literature of the subject.

What arises from the overview of the literature ated to the problems of the growth of
SMEs is that the conducted research primarily reteto mutual relations between the growth
of a firm and factors like:

» the growth of a firm in the context of its age andiize;

» the growth of a firm and its resources along witheo distinguished factors,

» the growth of a firm in the context of the influenaf various factors.

The conducted analyses of the specific researdmfys have basically a fragmentary and
non-holistic dimension, among others due to linota and real possibilities to implement
empirical research (Zhou & de Wit, 2009).

Below, there is an attempt to generalize conclsiteferring to the indicated inter-
dependencies between the growth of an enterpriséhenstudied growth factors.

3.1. Enterprise growth in the context of its age and size

It is pointed out that the growth of a firm is awmokitionary process, based on
gathering collective knowledge in the context cfpgecial purpose entityPérenyi, Selvarajah
& Muthaly, 2008),and the age of a firm is a determinant of the drpee gathered by it
(Aldrich, 1999; Gupta, Guha & Krishnaswami, 2013).

With regard to the aspect of the dependence dirimegrowth on its age and size, we
can come across various, even contradictory relsefardings. Thus, for example, on the
basis of the research carried out among Americasinbsses, E. Hurst and B.W. Pugsley
found out that various relations occur between gnewth of small and medium-sized
enterprises and their age and size (Hurst & Pug&e¥1). On the other hand, what results
from the research of J. Haltiwanger et al. is thate is little effect of the age and size of
firms on their growthHaltiwanger,JJarmin & Miranda2010) Some research authors have found
out that the growth of a business is inverselyelated with age and size (Mansfield, 1962;
Birley & Westhead, 1994)which would mean that the growth of firms of tB#E sector
occurs to a greater extent among younger and snegiteies.

However, A. Heshmati, who conducted research anmoicgo- and small enterprises
in Sweden, revealed a relatively large correlatietween the growth of a firm and its age and
size, with the use of adequate estimation methodslae measures of the firm’s growth and
size (Heshmati, 200)

Regardless of the research directly referring t eltablishment of mutual relations
between the growth of an enterprise and its agesar®] also some research additionally
considering the influence of other enterprise ghovectors was conducted. Among others,
P.M. Nunes et al., when examining the effect ofabge and size of small and medium-sized
enterprises on their growth, indicated the occueenf the following relations: age and size
are restrictive factors for young firms but they dot play an important role for older
businesses. Moreover, at the same time the autinolisated other factors which are
significant for the growth of businesses. For yamiiyms it is financial liquidity and debt,
for younger ones it is the intensity of researctl davelopment works and work efficiency
(Nunes,Goncalves Serrasqueiro, 2013)

Similarly, what arises frolMl. MateevandY. Anastasov’s research into firms of the
SME sector in Central and Eastern Europe is tragtbwth of those businesses is influenced

® The research prepared by M. B. Diambeidou, D. Fimnd. Gailly, M. Verleysen and V. Wertz try topain
how new firms evolve over time and indicate thanhlireearities exist in case of new (start-up) firmowth
trajectories (Diambeidou, Francgois, Gailly, Verleyst Wertz, 2007).



both by their age and size, as well as by the sire®f the sources of their financing (Mateev
& Anastasov, 2016)

Moreover, L. Beechetti and G. Trovato in the reskeaconducted among Italian
businesses of the SME sectBefchetti & Trovato, 2002laimed that the growth of firms is
influenced not only by their age but also the asixgy of finance, but the growth is faster
in firms characterized by better access to extegoaices of finance, among others.

On the basis of the presented various conclusibtteaesearch findings of numerous
authors discussing the effect of such factors asatfe and/or size, as well as other additional
factors on the growth of firms of the SME sectoe, @an conclude that the majority of authors
of the conducted research prove the correlatiowdmst the firm growth and its age and size.
Positive indications of some authors for firm grbwivith regard to “young” entities,
particularly micro and small enterprises, are waoiking.

3.2. Firm growth and itsresour ces and other distinguished factors

Resources of a firm are understood both as tanginld intangible resources
(Urbanowska-SojkinBanaszyk & Witczak, 2004)Tangible resources include fixed resources,
such as: devices, equipment, material and techriicancial, technological resources, the
organization and management system. Intangiblairess include, among others: managerial
contacts, relations with suppliers and customerysdwill, intangible and legal values, namely
corporate value, intellectual values, copyrightgywledge and experience of workers.

When implementing research into firm growth, P. idason et al. found out that the
growth of businesses is closely connected withettiteepreneurial and strategic orientation of
an entrepreneur, but the real growth to a greanéxtepends on resources and taking chances
for growth which occur in the environmemayvidsson, Delmar & Wiklund, 2006).. Perren
claimed that among the factors which substantiaffgct the growth of micro-firms we can
mention: the owner’'s motivation to achieve the figrowth, specific knowledge about
managing its growth, demand and the access to nesoPerren, 1999). The factors were
verified by him with a positive result (Perren, 2D0

S. Ghoshal et al. point out that in practice, the limida of enterprise growth takes
place as a result of a reduced access to broadgrsitwod resourceskoshal, Hahn & Moran,
1999) What arises fronR. Wagenvoort's research into European SMEs operatimgdustry
and construction is that the factor limiting theiowth are problems with the structure of the
sources of financing these firms, including theitations of accessibility to external sources
of finance Wagenvoort, 2003)

3.3. Firm growth in the context of the influence of variousfactorson it

A. Perenyi et al. included the following in the tiars exerting significant influence on
the growth of Dbusinesses: knowledge, entreprengurshapability of recognizing
opportunities, motivation to grow, the environmead,well as the economies of scale and the
economy of growthRerenyi, Selvarajah & Muthaly, 2008)

% In the indicated work/l. Mateev andy. Anastasov proved that the total value of asseisigbone of the “size
of a firm” measures has a large scope of influemcéhe growth of a firm whereas the firm size meadased
on the number of workers has a marginal influengefactors significant for the growth and transformations
of a firm in the researcthe following wer e also indicated: the ratio of debt to the assetsin total (leverage),
current liquidity, possibilities for growth in the future, internal sources of finance and productivity
factors.



According to J. Targalski, among very importanttéas of success or failure of small
and medium-sized enterprises at the stage of eixpansnnected with growth and being of
critical importance, there are, on the entrepreéseside: the entrepreneur's goals, his
managerial and strategic abilities, and on the '§irmide: financial resources, human
resources, the management system and, as an imipéatdaor, the resources of the firm
(Targalski, 2003).Among other factors, both internal and external cvhare defined as
crucial factors influencing SMEs, one may point die following: challenges of
management, economic conditions and infrastructiiwgwushi, 2009), tax (Mungaya,
Mbwambo & Tripathi, 2012) and financial system (®Jzaaki, 2012).

In the literature of the subject, factors signifitdor the growth of firms, so-called
gazelles (Gancarczyk, 2008; Wybrane wskia przedsibiorczaici, 2011}° called firms of
fast growth, are often analyzed. S. Feindt et @ahsered the following as such factors for
the SME sector firms: experience and knowledgéhefdwner-manager (specific for a given
sector and market), close relationships with th&taraer, particularly in the area of quality
and innovativeness, as well as the flexibilityhe area of technology and marketing, focus on
profit and good cost management, skillful workfornanagement and the developing market
(Feindt, Jeffcoate & Chappell, 2002).

M. Gancarczyk pointed out to the significance afiZglles” in economy and isolated the
following factors of their growth (Gancarczyk, 2008
» the person of the entrepreneur, including his aorstand motives, functional skills,
managerial experience and experience in a spesgfitor, age and the number of

founders/managers,
» the organization, including: age of the firm, seabd activities, size and the legal
form,

» strategy, including: technological level, innovaso planning and external financing.

Also from M. J. Ferrantino et al. research intaZglles” among Chinese and Indian firms
(Ferrantino, Mukin, Pearson & Snow, 20B2¥pecific relation between fast growth of these
entities, their age and conducting export actisitiarises. Among Chinese businesses
a distinctly increasing share of exporters gaze#lesong exporters in total was proven,
whereas Indian firms entities defined as gazellee=wio a greater extent non-exporters than
exporters. Considering the period of conductingvdigis on the market by these firms, the
findings of their research both in China and inidnprove that in the case of younger firms,
their bigger inclination for faster growth is obged.

Among other growth factors, the literature of thébject also mentions the occurring
relations between the growth of small and mediuredienterprises and changes in their
structures with regard to the ownership and thecgsuof finance. In respect of the ownership
structure of small and medium-sized enterprisescare notice the variety of views in this
matter: some authors emphasize that family relakigs of the owners (family firms) are a
factor negatively influencing the growth of thesaesprises, and other indicate them as a
positive determinant (Hamelin, Trojman, 2007; CB009). The differences within this scope
can be explained with differences in the organizeti culture of firms, related to the
accepted traditions and the culture of the sodrety given country, including the recognition
of the significance of family and its place in mess.

9 This notion is understood as firms operating anrtfarket not longer than 5 years and characterizitigfast
growth rate of sales revenues (on average 20% anel im the 3 year-period), e.g. according to théhaeology
applied by the Central Statistical Office in Polandowever, it should be emphasized that therecisone
commonly valid definition of the level of measurasd the measures of growth measurement themselves,
in order to qualify the firms as growing, declinjregable and so-called “gazelle”. In the literatafeéhe subject,

a lot of authors assume that fast-growing firmstheesones which are able to double its size (selaployment

or assets) in a relatively short time, e.g. 4 geéars. For more on the problems of firm growth meament.



In the research into the influence of the equityicture on the growth of small and
medium-sized enterprises, the following resultsen@stained:
* based on the research, K. P. Huynh and R. J. Raftiiad out that firms characterized
by high growth have a higher level of debt in congza with firms with low growth,
and external financing is of critical importance floeir growth Huynh, Petrunia, 2010)

* J. A Timmons, on the other hand, points out that siewadl young firms of the SME
sector base on the internal sources of financeyemseexternal sources are used by
them when they achieve a higher level of their tmyment (Timmons, 1994;
Stawasz, 2006).

The object of interest of numerous authors is #isarelation between firm growth and its
lifecycle and the occurring stages of the firm depment Phelps, Adams & Bessant, 2007;
Hanks, Watson, Jensen & Chandler, 1993; Rutherf8utler & MacMullen, 2003; MacMahon, 1998,
2001) Some authors of research indicate that the gradvéhfirm is a determinant of its life,
and the stage determines possibilities for its gno®erenyiSelvarajah & Muthaly, 2008)

What results from G. Ciemleja and N. Lace’s redeararried out among small and
medium-sized enterprises in Latvia is that dependin the stage of the firm lifecycle
(growth, maturity and decline), the factors ofgrewth changed, and those which occurred
on all stages of the development of the firm chanige power of influence on individual
stages (Gimleja, Lace, 2011).

4. Conclusion

Numerous authors of research and publicationsriefeto firms of the SME sector
pay special attention to the problem of the growiftibusinesses of this sector, related to the
growth of the production potential possessed bynthad the growth of their size class. The
research hypotheses in this research area presariteslintroduction of my publication were
positively verified.

Mentioned authors notice in firm growth expecteadfits in the form of an increase
in the employment of workers, an increase in resesjr raising their capabilities of
conducting research and development works on their, improvement of their technical
level, innovativeness and competitiveness on theesdtic market and overseas markets.
Therefore, in their research they try to distinguile factors which are most significant for
the growth of firms of the SME sector. Researchhig type has been conducted in many
countries and its findings were in numerous caseied in terms of individual factors.

It seems justified to say that the power of infleerof individual growth factors
distinguished by the authors of some research dispgreatly on the level of the economic
development of the country in which the studiednfrof the SME sector conduct their
activities and on the activeness of firms themsglwhich should be basically consistent with
the goals and mission of each of them. The predardnclusions from the implementation of
small and medium-sized enterprises from the pdintew of their growth may be a guideline
for the direction of further research within theope.

Ysimilar dependencies with reference to SMEs inltate indicated by E. Stawasz who emphasizes that
accessibility and the kinds and forms of finandimghe SME sector primarily depend on the size &fra and
the stage of its development.
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