Characteristic Growth Factors
of Small and M edium-Sized Enterprises
from the Per spective
of Selected Multidirectional and Varied Results

of Empirical Research
Dr B. Siuta-Tokarska*"

*Department of Economics
and Organization of Enterprises
Cracow University of Economics
Poland
siutab@uek.krakow.pl

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 ceimia 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 entities. It gives a pictdrthe conclusions resulting from empirical
research and findings of many authors referrintpéomost 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 Japan.

It should be emphasized that SMEs are definedfiardint ways in different countries.
Taking into consideration the employment criteriSMEs can be understood as:

- in the European Union, enterprises employinga@49 workers regardless of the kind of
their business activity,

- in Japan the division is based on the kind ofrimss activity: in retail up to 50 workers, in
services and wholesale up to 100, in industry dahdrdinds of activity up to 300 people,

- in US, regardless of the kind of activity, ups@0 workers,

- in China the division is connected with the kofdactivity but, for example, small industrial
enterprises employ up to 300 workers but mediuraesfems fewer than 1000,

- in India the criterion of the division of enteig@s concerns the value of their investment: in
industry it is the sum of up to 2.5 min USD (midnans 62,500 USD, small ones up to 1.25
min USD, medium-sized 2.5 min USD) and in servités up to 1.5 min USD (micro firms

! The paper was financed with subsidies grantedhfrstatutory research of the Department of Ecoosrand
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up to 25000 USD, small firms up to 0.5 min USD ameddium-sized enterprises up to 1.5 min
USD).

Small and medium-sized enterprises function coecly with micro-enterprisés
together with them creating so-called SME secttignocalled the Small and Medium-Sized
Enterprise sector. The shares of those enterpaigeselatively large in individual countries,
in respect of (Borowiecki & Siuta-Tokarska, 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 shareheke enterprises in the area of investment
and the extension of infrastructure of specificntaes 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... 200232 2015).

The production potential and the sales of individilans of the SME sector are
mainly related to their size class in such a wat they increase with the growth of the size
class of these firms. However, they are relativ@iyallest in micro-enterprises, bigger in
small enterprisés and the biggest in medium-sized enterpfis€se 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 dylybusinesses 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, considerabtanomic growth of the country may
take place, accompanied by the simultaneous imprewé 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 development. It is worth pointing out thatettSME growth process may vary
distinctively from country to country and even framgion to region in the same country
(Keeble, Bryson, 1996). And it is the cause of danlot of research on this subject. The area
of the research is nevertheless limited by somioheshl and organizational factors, as well
as external environmental factors (Gupta, Guha &Hhfraswami, 2013). Hence, it requires a
diversified way of treating and analyzing this megenic sector of SMEs, taking into
consideration multidirectional and varied resuftempirical research.

The aim of this article is to make an overview gmésent selected conclusions
resulting from multidirectional and varied reseaotmcerning the problem of the growth of
small and medium-sized enterprises, having verifiedfollowing research hypotheses:

2 In the European Union micro-enterprises are bssieatities employing fewer than 10 workers.
% In the European Union a small enterprise is artssi entity which employs fewer than 50 workers.
* In the European Union a medium-sized enterpriselissiness entity which employs fewer than 25kers:



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.

H3: The same factors may have a varied influencthergrowth of the enterprise taking into
consideration social and economic conditions ofcikntries 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 variousdexcof 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 céimal changes (Chagtowski, 1996).
Therefore, growth factors are constituents ofra’8rdevelopment factors.

The term of growth is understood, among othergyasstive quantitative changes in
the course of various natural, social and econgrhenomena (Kortan, 1997)0n the other
hand, development is understood not only as quadingt 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 fitlanges, 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 manufacturetherservices 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 consequenaghahges taking place in the process
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Source: Wach, K. (2012). Europeizacja matyétednich przedsbiorstw, 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
environment. As the research indicates, the impnare of the investment climate for SMEs,
and strengthening their capacities to respond ddetrand 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 theaee also, for example:
innovativeness, flexibility of operations, skillfuhkanagement, the structure of the sources of
finance, and others.

It is worth emphasizing that the analysis and assent of these factors by their
researchers is also conditioned by the implemergsearch process concerning the problem
of the growth of SMEs, which includes a lot of aos, starting from the formulation of the
research problem, putting forward research hypetheand ending with operationalization
and the procedure of execution itself. Fig. 2 pnés the diagram of the research process
related to the analysis and assessment of enteignasvth.



Fig. 2. The diagram of the research process inegtspf the analysis and assessment of
enterprise growth
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Taking into consideration enterprise growth measune can indicate that among those
most frequently applied in empirical research tiwing are distinguished:

* measures regarding the size of an organizatioriudimgy: enterprise size class,
turnover volume and employment rate,

* measures referring to its value, such as the pssdeesources, including: assets,
capital resources, and also

* measures concerning the profitability of the entitgcluding net profit value,
profitability ratios, cash flows.

3. The problem of enterprise growth in economic theories

In the economic literature, as P. O’Farrell andHiichens point out, we can indicate the
basic enterprise growth theories (Schmitt-Degerth&t@dmm, Zehnidcker, 2002):

» static equilibrium theories, referring to industiégonomics, where the main attention
is focused on the economies of scale and long-t&shminimization;

» stochastic enterprise growth models in which itsieessed that a lot of factors
influence growth, and this implies the lack of aailing theory;

» theories describing enterprise growth from the pective of strategic management in
which attention is focused on the strategic viewanls sustainable growth and on the
way in which the owner-manager reacts to changesusiness and environmental
factors;

» theories concerning the achieved enterprise growithin individual stages and
phases of their development;

Among fundamental streams of the contemporary pnser theory we can indicate,
among others, neoclassical theory of the firm, rganal theories of the firm, transaction cost
theory and resource based view.

In the classical theory of economy there is noatireference to the problem of enterprise
growth, however, in the production theory growtldéfined as a change between two states.
What results from A. Smith’s deliberations withilagsical economics with regard to growth
is that the growth of the wealth of nations (dihgceferring to the economic growth of the



country, but partially also to the growth being ttuntribution of enterprises) depends on the
effective use of three factors of production: lalathour and capital (Smith, 1954). It means
that the function of production in such an approeah be treated as a function of those three
variables. It is worth emphasizing that represématof German historicism, that is a school
of heterodox character, as early as in the 19thucgmointed out the significance of non-
material factors, such as spiritual capital anducal factors, for growth (Giza, 2007).

Among neoclassicists considerable contribution éspect of the bases of production
theory and enterprise economics was brought by Arskkll who, in addition to labour,
capital and land, indicated the fourth factor afdqarction, namely the organization (Marshall,
1928). The theory of the fourth factor was lateemsgthened by J. A. Schumpeter who
defined it as entrepreneurship. It is worth meritigrhere that in respect of the impact of
entrepreneurship on enterprise growth, as D.F. tKarandicates, it is necessary to separate
an entrepreneur from a small business owner.cliused by a different type of reaction to the
issue of innovation profit and growth of the entexp. An entrepreneur usually aggressively
focuses on innovation profit and enterprise’s groimit a small business owner’s objective is
mostly connected with managing at first the stajotevth (Kuratko, 2009).

Managerial theories of the firm are not a uniforet ef the concepts of enterprise
(Gorynia, 1999), however, they are a new view, agnaihers, of the question of goals in the
enterprise. According to R. Marris’s theory, marragattach greater importance to benefits
arising from the growth rate maximization than enéfits related to its volume, at the same
time trying to meet such needs as: income, prestm®ver and security. Then, the
maximization of the utility function dependent dmetgrowth rate takes place. Growth is
grasped in a long term, and the condition of soatde growth are the same growth rates on
the supply side (this growth is understood as symmus to the growth of resources) and the
demand side (this growth is understood as synongntouan increase in sales revenues)
(Gorynia, 1999). Enterprise growth rate is deteediby (Gorynia, 1999):

 demand constraints. Enterprise growth is graspetcpkarly within the scope of
diversification activities and considering the ftiteé growth rate of demand” category,

* managerial goals and constraints. When indicatirggdoals, it should be noted that
the managerial utility function depends on manyialdes. Managerial constraints
result, among others, from the fact that managax® helatively limited abilities in
respect of the performance of more and more wodkairthe same time maintaining
high work efficiency as the organization grows. Evaising the number of managers
does not solve the problem completely,

» financial constraints. They are often related ®rikk of taking the enterprise over by
another business entity in the situation when ¢h&tion of the market value of shares
to the book value will drop below a certain levaahd this, in turn, is a constraint for
the enterprise growth rate.

In neo institutional economics, a representativenvbich is R. Coase (he created the
foundations of transaction cost theory which iddated as one of the three major, in addition
to the theory of agency and the property rightsomecomponents of new institutional
economics), the attention is paid to the fact thatcoordination of factors of production does
not take place via the “invisible hand of the m&rkmut in a visible way, in connection with
decisions made in enterprises. What takes plate isierarchically organized coordination of
resources in the enterprise, managed by the “@i$ibhd of the entrepreneur or the manager”.
According to R. Coase, the size of the enterprigeimcrease until it reaches the point in
which the cost of organizing an additional tranigectvithin its structure will become equal
to the cost of performing this transaction on trerket (Gancarczyk, 2015).



A representative of new institutional economic®isk. Williamson who introduced one
more type of a management structure, namely hydrigctures, indirect structures, among
which we can point out long-term contracts: relaglocontracts, informal, formalized and
organizational forms of cooperation in the form aftiance, franchising, joint venture or
outsourcing. Enterprise growth mechanisms arisenfrthe adopted assumption that
transactions, which differ in specific attributese still adjusted to management structures
differing in costs and benefits, which is relatedsavings on transaction costs (Williamson,
2005). Attention should be paid to predictive calitigs of the transaction cost theory,
concerning the mechanisms and forms of the codidmaf growth. They are related to the
proposal of using systematic selection of managérstrnctures in which growth can be
implemented as the internal (organic), externalrg@mes and acquisitions), as well as hybrid
one (joint venture, outsourcing, etc.) (Gancarc2e.,5).

Within the resource approach theory, theoreticatebaof enterprise growth were
presented, among others, by E. Penrose. In thenasdheory, it is indicated that economic
premises of an increase in the size of an enter@is inherent to the use of indivisible
(specific, rare) resources, such as: managersisskihd experience, knowledge and
gualifications of the employees, research and dgweént infrastructure, brand, etc., and to
value creation based on a new combination of th&tieg resources, As a result, the use of
the surplus of indivisible resources may bring sgsiof the scale, range and experience
(Gancarczyk, 2015). E. Penrose indicated that fdaarprise is a coherent administrative unit
that provides administration coordination and aritatve communication” (Penrose, 1959).
She also suggested that the growth of the enterpsisimited by the scope of managerial
resources, such as: an ability to coordinate céipabiand introduce new workers.

In spite of a very dynamic development of theoedtiesearch into the problems of
enterprise, the absence of unanimity and precigiolundamental issues can be observed.
Among them there are: the ontological status of #merprise, the reasons for the
diversification of the population of enterprisesthinn specific types of activity, factors
determining the size and the internal structurehef enterprise, the manner in which they
behave on the market, the impact of the environnoenthe effects of the organization’s
activities, as well as the assessment of the donditand factors of success and failures
(Boehlke, 2010), directly related to the processhefr growth. Therefore, a gap emerging in
the deliberations and theoretical studies indicaeseed for a proper view, analysis and
formulation of conclusions arising from empiricakearch connected with enterprise growth,
and particularly those enterprises which constitoee SME sector and are indicated as the
“motor of the development of contemporary naticg@dnomies”.

It is also worth stressing that three fundamentadasns are observed in research into
enterprise growth (Gancarczyk, 2015; McKelvie, Witd, 2010):

= the first one in which the main attention of resbars focuses on the consequences of

growth for organizations and in which the ways adnaging an organization upon
obtaining the previously set goals are indicated,;

= the second one concerning research into the detantsi and future factors of an

increase in the size of the organization, in whiddre is a diagnosis of the potential of
enterprise growth and its prediction;

= the third one, concerning the way of the implemiotaof enterprise growth, which

also attempts to answer the question about theomeafr growth, as well as the
mechanisms and forms of coordination (managemauttstes).



4. Conclusions arising from the implementation of multidirectional resear ch into
firms of the SME sector with regard to their growth

The empirical research concerning the growth pdisb of firms of the SME sector
usually considers mutual relations between the tirosf 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 funetiing on the market, legal form, hiring
“professional” managers, launching new productirination and advice from the
outside, credits, subcontracting, delegating poweassing 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 l®rm 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 fima’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 researdmfis 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 conclsiceferring to the indicated inter-
dependencies between the growth of an enterprid¢hanstudied growth factors.

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

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

With regard to the aspect of the dependence diitinegrowth on its age and size, we
can come across various, even contradictory reisefardings. Thus, for example, on the
basis of the research carried out among Americainbsses, 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 & Pugg&ey1). 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, Jarmin & Miranda, 2010ome research authors have found
out that the growth of a business is inverselyalated with age and size (Mansfield, 1962;
Birley & Westhead, 1994)which would mean that the growth of firms of tB8ME sector
occurs to a greater extent among younger and snegitiies.



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 methodsitze measures of the firm’s growth and
size (Heshmati, 200%)

Regardless of the research directly referring o d@btablishment of mutual relations
between the growth of an enterprise and its agesaal 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 occueeof 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 from M. Mateev and Y. Anastas research into firms of the
SME sector in Central and Eastern Europe is tleagtbwth of those businesses is influenced
both by their age and size, as well as by the sire®f the sources of their financing (Mateev
& Anastasov, 2010)

Moreover, L. Becchetti and G. Trovato in the reskaconducted among Italian
businesses of the SME sect8e¢chetti & Trovato, 2002laimed that the growth of firms is
influenced not only by their age but also the asitél#ty of finance, but the growth is faster
in firms characterized by better access to extesoaices of finance, among others.

On the basis of the presented various conclusibtieeaesearch 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 correlatiowdmt 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 waoitking.

4.2. Firm growth and itsresour ces and other distinguished factors

Resources of a firm are understood both as tanginlé 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 withetiteepreneurial and strategic orientation of
an entrepreneur, but the real growth to a gre@nextepends on resources and taking chances
for growth which occur in the environmemavidsson, Delmar & Wiklund, 2006).. Perren

® The research prepared by M. B. Diambeidou, D. ¢o@n B. Gailly, M. Verleysen and V. Wertz tries to
explain how new firms evolve over time and indisatieat nonlinearities exist in the case of newr{atp) firm
growth trajectories (Diambeidou, Francois, Gailerleysen & Wertz, 2007).

"In the indicated work M. Mateev and Y. Anastasooved that the total value of assets, being ortbef'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.



claimed that among the factors which substantatffgct 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 n@=o(Perren, 1999). The factors were
verified by him with a positive result (Perren, 2D0

S. Ghoshal et al. point out that in practice, ti@thtion of enterprise growth takes
place as a result of a reduced access to broadgrsitwod resourceSkoshal, Hahn & Moran,
1999) What arises from R. Wagenvoort’s research intopean SMEs operating in industry
and construction is that the factor limiting thgiowth are problems with the structure of the
sources of financing these firms, including theititions of accessibility to external sources
of finance Wagenvoort, 2003)

4.3. 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 businesses: knowledge, entreprengurshapability of recognizing
opportunities, motivation to grow, the environmead,well as the economies of scale and the
economy of growthRerenyi, Selvarajah & Muthaly, 2008Pn the other hand, P. D. Gupta, A.
Guha and S. S. Krishnaswami indicated, based oartalysis of the literature of the subject,
that a critical role in determining enterprise gtiovis played by so called five helixes: the
education system, the economic system, the nauakalonment, mass-media and the culture-
based public and the political system (Gupta, GHhahnaswami, 2013).

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 entrepréseside: the entrepreneur’'s goals, his
managerial and strategic abilities, and on the '§irmide: financial resources, human
resources, the management system and, as an imipéatdor, the resources of the firm
(Targalski, 2003). Among other factors, both intdrand external, which are defined as
crucial factors influencing SMEs, one may point oile following: challenges of
management, economic conditions and infrastructitgwushi, 2009), tax (Mungaya,
Mbwambo & Tripathi, 2012) and financial system (®¥zaki, 2012).

In the literature of the subject, factors signifitdor the growth of firms, so-called
gazelles (Gancarczyk, 2008; Wybrane visia przedsgbiorczaici, 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 knowledgenefdwner-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 &rea 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 aonstand motives, functional skills,
managerial experience and experience in a spesgfitor, age and the number of
founders/managers,

8 This notion is understood as firms operating anrtrarket 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 théhaology
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 firmstaeeones which are able to double its size (selaployment

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



» 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 actisitigrises. Among Chinese businesses
a distinctly increasing share of exporters gazedewong exporters in total was proven,
whereas Indian firms entities defined as gazelleeevio a greater extent non-exporters than
exporters. Considering the period of conductingvdigs on the market by these firms, the
findings of their research both in China and inidndrove that in the case of younger firms,
their bigger inclination for faster growth is obged.
Among other growth factors, the literature of théject 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 relahiggs of the owners (family firms) are a
factor negatively influencing the growth of thesetegprises, and other indicate them as a
positive determinant (Hamelin, Trojman, 2007; CR20Q9). The differences within this scope
can be explained with differences in the organareti culture of firms, related to the
accepted traditions and the culture of the sodregy given country, including the recognition
of the significance of family and its place in mess.
In the research into the influence of the equityicture on the growth of small and
medium-sized enterprises, the following resultsenastained:
* based on the research, K. P. Huynh and R. J. Ratiiad out that firms characterized
by high growth have a higher level of debt in congzn 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 thaélsand 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 tveent (Timmons, 1994;
Stawasz, 2008)

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; Rutheruter & MacMullen, 2003; MacMahon, 1998,
2001) Some authors of research indicate that the grofvehfirm is a determinant of its life,
and the stage determines possibilities for its ¢no®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 ofg®wth changed, and those which occurred
on all stages of the development of the firm chdnige power of influence on individual
stages (Ciemleja, Lace, 2011).

5. Conclusion
Enterprise growth is a research area which is taklen, and that also includes the
analysis, described and assessed by its expldeomnomic theories which are related to it,
and particularly theories within management stuydiexlicate numerous and varied
approaches to this issue. On the one hand, someetieéans in their research emphasize a

°Similar dependencies with reference to SMEs inltat@ 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.



linear or predictable character of enterprise gnowthereas other researchers suggest that
enterprise growth is fairly opportunistic or unpadble. Differences in opinions also
concern the problem of the factors of growth armdrtignificance for development.

Empirical research into the growth of enterprisaed the SME sector firms in
particular, also including the international ovemwi is not easy. It results from the fact that
on the one hand those enterprises are a set afdssséntities classified within one sector (the
SME sector), and on the other hand they are afsattities highly diversified in this sector,
namely:

» inrespect of their definitions in given economiEs), US, China, Japan, India),

» with regard to their size classes (micro, small arediium-sized enterprises),

» kinds of activity (from industrial firms via consttion, transport, trade to service
enterprises),

» sector of activity (public sector and private sex;to

* equity capital (national capital firms and foreigapital firms, including foreign
firms),

» organizational and legal form (starting with natupgrsons conducting business
activity, via partnerships and ending with compapiend the enterprise management
system related to it, and

» other divisions.

In spite of the lack of a one-sided view of the ljjean of enterprise growth in the
indicated economic theories and problems conneeitid the implementation of empirical
research in this respect, this article attemptsiae an overview and indicate characteristic
factors of growth of small and medium-sized enfisgw in the light of many-sided and
diversified results of empirical research.

As a result of the overview of the conclusions iagsfrom the research and the
analysis of the literature of the subject with melgéo the factors of growth of the SME sector
enterprises, the following regularities were addg@ed proved:

1. Theoretical deliberations in the context of thespreed economic theories show that
each of these theories brings, at least to a oeetdient, a new view of the problem
of enterprise growth. What also results from treotietical studies of some authors is
that in individual aspects the presented theowasptement each other, and in others
they point out the occurring shortages and gapseiftieeless, the general view of the
output and the existing state of knowledge giveugds to undertake reasoning and
show possible similarities and differences relai@dhe empirical research in the
SME sector.

2. Conclusions arising from the empirical researchdivaded into three basic groups,
namely:

v'concerning the growth of an enterprise in the cdraéits age and size,

v' concerning the growth of an enterprise in the cdntd its resources and
other diverse factors, and

v/ concerning the growth of an enterprise in the cdrdéother, diverse factors.

What arises from the conclusions is, among otlibag,

» the research confirmed the influence of many dedectors on the growth of the
SME sector enterprises;

» among the factors defined as the determinants @ivthr one could indicate those
which refer to the enterprise itself, its owneigap/or people managing it, as well as
to the external environment in which the enterprismctions (near and far
environment);

» the determinants of growth in individual economigsgven within a given economy
(the country’s regions) may be different and/or rhaye a different impact.



Considering additionally occurring permanent change the environment of
enterprises, which are significantly influenced ddgbalization processes, we can indicate a
need for constant verification and analysis ofdestresponsible for enterprise growth. It is
the more justified that the factors can change nigipg on the place and time, and at the
same time the force and scope of their influencg change.

Numerous authors of research and publicationsriefeto firms of the SME sector
pay special attention to the problem of the growiftfbusinesses 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 presarttezlintroduction of my publication were
positively verified. Positive verification of thérdt and second research hypotheses results,
among others, from the theoretical studies, comueatth the economic theories which arise
with the development of science. Moreover, the issidonfirm the link between the growth
of an enterprise and its mission and goals whiehfamulated by its owners/managers, and
not as a “purely accidental” process which wouldhgy the matter of coincidence. Also the
presented empirical research favours such an eteton.

The mentioned authors of the studies and analgmétications notice in enterprise
growth expected benefits in the form of: an incee@s the employment of workers, an
increase in resources, raising enterprises’ capabibf conducting research and development
works on their own, improvement of their technilealel, innovativeness and competitiveness
on the domestic market and overseas markets. Tmerein their studies they try to
distinguish the factors which are most significemitthe growth of the SME sector. Research
of this type has been conducted in many countmekies findings were in numerous cases
varied in terms of individual factors. Within thiscope, the confirmation of the third
hypothesis can be indicated.

It seems justified to say that the power of infloerof individual growth factors
distinguished by the authors of some research dispgreatly on the level of the economic
development of the country in which the studiecegmises of 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.
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