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APPROACH TO ASSESS AND SELECT SMALL AND MEDIUM ENTERPRISES 3 

(SMEs) FOR INCUBATION ON THE BASE OF ANGEL MODEL – a case on developing 4 

economies, the (ENGINE) program 5 

Abstract 6 

One key strategy to achieve economic development is to grow the Small and Medium 7 

Enterprises (SMEs) sector of the economy.  Small and Medium Enterprises (SMEs) 8 

scalability (growth or expansion) have become an area of concern for economic growth in 9 

developing economies. In view of this many researchers have attempted to come up with 10 

some of the indicators that can be used to determine SMEs success. This research literatures 11 

reviewed on small and medium enterprises (SMEs) revealed that all SMEs go through 12 

different stages of growth, commonly termed as life cycles. Also, a careful study of business 13 

theories and common approaches used by institutions to select SMEs for incubation has well 14 

established that many factors contribute to SMEs success. The critical question is, “do 15 

Business Plan and or other business documents contain all the factors that determine SMEs 16 

success?”  This study through the use of the Project Angel Model and the Chaos Theory [15, 17 

4] has conducted a careful study into what determines SMEs success. This study has also 18 

proved that no single business document can be used as a perfect gauge of SMEs success.  19 

Further, this study has developed SMEs Success Prediction Model and SMEs Business – 20 

Project Success Rater through a comprehensive analysis of SMEs success determinants, to 21 

help gauge SME success. This study also summarizes the many determinants of enterprise 22 

growth and classifies them into ten (10) dimensions: creativity & innovativeness, use of 23 

technology, economic factors, management competencies, environmental factors, age and 24 

firm size, government policies, business strategies, competitive advantage, and personality 25 

traits.  By conducting an empirical study on the Enhancing Growth in New Enterprises 26 

(ENGINE) program of Technoserve in Ghana and ten small and medium enterprises 27 

operating in Ghana, I identified the index for measuring SMEs success in ten (10) 28 

dimensions. My findings also showed that a well-presented business plans or business 29 

document do not indicate an SME success. However, individual ones such as SME owners’ 30 

innovativeness, technical knowledge, growth motivation and many more do. Finally, the 31 

enterprise’s scalability (its preparedness to grow) is found to have a positive impact on a 32 

firm’s success. 33 

Key words: Small and medium enterprises, nongovernmental organization, project funding, 34 

incubation, business plan, enterprise determinants, innovativeness. 35 

Introduction 36 

Small and medium enterprises (SMEs) are an important job originator [6]. Hence, a study 37 

into the determinants of SMEs success is important from government policy and NGOs 38 

intervention programs perspective. It’s very common over the last two decades that, these 39 

determinants have been studied in various disciplines such as economics, project 40 

management, strategy, finance, network theory and innovation. On the other hand, it is 41 

observed that knowledge of firm growth is still limited [42]. Further studies have shown that 42 

growth is an organizational outcome resulting from the combination of firm-specific 43 

resources, capabilities and routines [43].  It must be noted also that an enterprise growth 44 

opportunities are highly related to its current organizational production activities and that 45 
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path-dependency is an important theme of firm growth [2].  Additionally, a firm growth is 46 

also uncertain, therefore environmental conditions such as competition and market dynamics 47 

play their roles, and a small firm growth is also influenced by personal desire of an 48 

entrepreneur such as innovativeness and technical knowledge. 49 

Enterprises growth is an important gauge of a booming economy. Realization of this has 50 

motivated national governments, state agencies and nongovernmental organizations to 51 

introduce several interventions to help promote the SMEs sector of the economy.  One major 52 

intervention aimed at promoting the SME sector of most developing economies is ‘SMEs 53 

Incubation Programs’ run by most nongovernmental organizations (NGOs) operating in 54 

developing economies. Evidence has shown that most NGOs operating in developing 55 

economies believes SMEs are the engine for growth of every economy. This conviction has 56 

seen most international NGOs operating in developing economies providing various forms of 57 

support (like  projects funding, business management and business plan writing training, 58 

mentoring, product development, marketing, cash management etc.) under their SMEs 59 

incubation programs.   60 

Most international donors (such as governments, state agencies, private organizations and 61 

individuals) who provide funding to NGOs that support SMEs in developing economies 62 

believes that ‘SMEs incubation programs’ are that best way they can contribute to grow the 63 

sector. Further, most donor agencies that fund NGO projects have approved SMEs incubation 64 

strategy and in most cases they have made it a policy requirement for all NGOs they fund to 65 

adopt. Most NGOs that initiates development projects through SMEs support in developing 66 

economies, select SMEs for incubation through many processes such as ‘SMEs Business Plan 67 

Competition’.  Successful SMEs who get selected for incubation are those who are able to 68 

present a well and convincing business plan to the ‘Selecting Committee’ set up by the NGO. 69 

This process of selecting SMEs for incubation has many flaws, prone to biases and in most 70 

cases leaves the most promising SMEs out of the competition.  71 

The factors influencing SMEs success cannot be gauge based on a well presented business 72 

plan. The reasons for this are in three-fold. First, the project model clearly shows that certain 73 

factors influences a project success, while the chaos theory make it known that social, 74 

ecological, and economic systems also tend to be characterized by nonlinear relationships and 75 

complex interactions that evolve dynamically over time. Secondly, growth of every firm is 76 

gradual and a vital source of job creation. Thirdly, firm growth is influenced by a number of 77 

factors which has attracted much research interest. It is very paramount to note that none of 78 

the researches reviewed did suggest that a well presented business plan is an indication of a 79 

firms’ success.  80 

Statement of the problem: 81 

A Firm’s success (growth and scalability) can be measured by several indicators such as 82 

innovation, level of technology, economic factors, management team, environmental factors, 83 

age and firm size, government policies, business strategies, resources, competitive advantage, 84 

personality traits. A global market rapid growth has been observed over the last decade, this 85 

rapid growth has stimulated competition in both developed and developing countries, forcing 86 

nongovernmental organizations and policy makers to adopt growth-oriented policies to help 87 

promote the SME sector. The rapid changes in the global market have caused much 88 

instability to the various indicators which determine a firm’s success. The fact that the 89 

number of SMEs has increased in most countries suggests that efficient SMEs have actually 90 

been able to set up new strategies that enable them to grow, and face competition in the 91 
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current knowledge economy. Formerly defined, a knowledge economy is characterized with 92 

the generation and adoption of new knowledge created by scientific research, technological 93 

development, investments in intangible assets, adoption of best practices, and openness to 94 

socio-economic, and cultural innovations [21].  Currently, some SMEs operating in 95 

developing economies are successful, while others are not. One major factor that can be 96 

attributed to this success is the innovative behavior of the entrepreneur but not their skills in 97 

developing successful business plan.  98 

The significant contributions of SMEs to economic growth have motivated a considerable 99 

number of international NGOs operating in developing economies to device several non-100 

scientific means to select SMEs for incubation. This mode of selecting SMEs for incubation 101 

lacks uniformity and credibility because they are not based on any scientifically proven 102 

theory or model.   Further, there are many factors that allow an enterprise to move from one 103 

stage to another. History has revealed that factors affecting SMEs differs in terms of 104 

characteristics, agencies (such as market, government, etc.), and geography, all these factors 105 

also influences SMEs growth.  It must be noted also that the determinants of SMEs growth 106 

have been studied in various disciplines, but integrated analysis on these determinants have 107 

not be presented in a comprehensive model. These knowledge gaps have created a lot of 108 

challenges to NGOs in determining which SMEs would be success to be selected for 109 

incubation.   Even though past researches indicated many factors determine firms chances of 110 

growth, those factors have not been put into a comprehensive model to serve as a measure of 111 

SMEs success. Further, not much study has been conducted on the project angel model and 112 

the chaos theory to prove how well the two help to determine SMEs success. These 113 

knowledge gaps calls for a research to be conducted on ‘approach to assess and select small 114 

and medium enterprises (SMEs) for incubation on the base of angel model’.  115 

Actuality of the Study 116 

Small and Medium Enterprise development is one key issues in the cooperation between 117 

developing countries and international NGOs. It must be noted that, every leading business 118 

organization has had the experience of starting their business as a SME. The development of 119 

the SME sector is dependent on supports from government, academic scholars, international 120 

NGOs and other stakeholders’ participation. The contributions of SMEs to economic growth 121 

cannot be overlooked, OECD estimates that SMEs account for 90% of firms and employ 63% 122 

of the workforce in the world, Munro (2013). This contribution of SMEs to national economy 123 

has prompted many governments to focus their development programs at promoting the 124 

SMEs sector through partnership with international NGOs to rollout many interventions.  125 

Although economic growth has long been the goal of all governments and most international 126 

NGOs, only recently have scholar devoted much of their works to reveal the key role play by 127 

SMEs, and to what constitute SMEs success. If economists and scholars claim that small and 128 

medium enterprises are the backbone of the economy, how come they don’t have a universal 129 

definition of SME, and a well-accepted model that allows for gauging the success of SMEs? It 130 

is unfortunate to mention that most government and international NGOs who are passionate 131 

about SMEs growth do not have a uniform means of assessing SMEs success. This lack has 132 

compelled most international NGOs to resort of adapting certain methods such as business 133 

plan completion to select SMEs for incubation. I must say that none of the literatures 134 

reviewed by this study did mentioned that a business plan can be used to determined SMEs 135 

success. Therefore, the business plan competition has no scientific justification.  136 
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This research summarizes all the determinants of SMEs success to provide a clear picture of 137 

what determines SMEs success. Also, the study through the Project Angel model and the 138 

Chaos theory has developed ‘SMEs Success Prediction model’, a scientific model that would 139 

help national governments and NGOs gauge at a glance which SMEs will be success when 140 

supported. Further, the study through the developed model has proved that business plan 141 

competition is not the best means to determine SMEs success or selection for incubation. 142 

Additionally, this study contributes to help close the knowledge gap on what determines 143 

SMEs success, and its information are very useful for national governments and NGOs who 144 

want to promote SME growth.  145 

Desk review 146 

Related literatures reviewed have proved clearly that predicting the success of a business 147 

depends on its stage. That is, start-up or existing business, and each of it requires a different 148 

approach. However, the indicators and theories for analyzing SMEs success cannot be well 149 

understood without an understanding of what SMEs mean, since it is very crucial to this 150 

study. Despite the huge contributions of SMEs to economic growth such as job and market 151 

creation and income generation, there is not universally accepted definition of SMEs. The 152 

differences in SME definition extend in three flanks: definitions by international institutions, 153 

definitions by national laws and by industry definitions. Finding a universal standard poses a 154 

sharp and acute critic to institutionalists, economists, academics and industrialists (Gentrit 155 

Berisha and Kosovo Justina Shiroka Pula, 2015). Studies have shown that small and medium 156 

enterprises in most cases are defined by adjectives indicating size, for instance economists 157 

tend to divide them into classes according to some quantitative measurable indicators. 158 

However, the most common decisive factor to distinguish between large and small businesses 159 

is the number of employees [18].  The Bolton Report, 1971 is one of the first attempts to 160 

provide a definition of SMEs [9]. The Bolton report suggests two approaches to define 161 

SMEs: quantitative approach and qualitative approach. Most International institutions, 162 

academics, statistical agencies and policymakers, mainly apply quantitative criteria in 163 

defining SMEs. The European Commission defines small enterprise as having 10 to 50 164 

employees and medium enterprise as having 51 to 250 employees, with an annual €10 million 165 

and €50 million respectively [14]. However, the case is different in most developing 166 

economies. In Ghana for instance, the  Registrar General’s Department of Ghana define 167 

Small enterprises as those employing between 6 and 29 employees and with fixed assets of 168 

up to one hundred thousand dollars ($100,000),  whilst medium enterprises as those 169 

employing between 30 and 99 employees with fixed assets of up to one million dollars 170 

($1,000,000) [39].  Most SMEs operations entails activities which can be describe as 171 

development project. Despite the billions of dollars spent on economic development 172 

assistance each year by national governments and donor agencies, there is still very little 173 

known about the actual impacts of these interventions on the SME sector. The IPMA define a 174 

project as a unique, temporary, multidisciplinary and organized endeavor to realize agreed 175 

deliverables with predefined requirements and constraints [20]. This means that every support 176 

from the government or NGO to SMEs should acknowledge certain predefined requirements 177 

and constraints. Many governments institutions, NGOs and SME managers are reluctant to 178 

carry out impact evaluations on the support they offer to SMEs because they are deemed to 179 

be expensive, time consuming, and technically complex, and because the findings can be 180 

politically sensitive, particularly if they are negative. Many evaluations have also been 181 

criticized because the results come too late, do not answer the right questions, or were not 182 

carried out with sufficient analytical rigor. A further constraint is often the limited availability 183 

and quality of data [23]. Yet with proper SMEs incubation selection process and early 184 
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planning, the support of NGOs to SMEs would be very impactful and effective in promoting 185 

the SME sector for economic growth. 186 

In an attempt to establish what determines SMEs success, this study discover that SME 187 

development requires a crosscutting strategy that touches upon many areas (e.g. ability of 188 

governments to implement sound macroeconomic policies, capability of stakeholders to 189 

develop conducive microeconomic business environments, inter alia, through simplified legal 190 

and regulatory frameworks, good governance, abundant and accessible finance, suitable 191 

infrastructure, supportive education, sufficiently healthy and flexibly skilled labour as well as 192 

capable public and private institutions, and the ability of SMEs to implement competitive 193 

operating practices and business strategies). Thus, SME development strategy must be 194 

integrated in the broader national development strategy and or poverty reduction and growth 195 

strategy of transition and developing countries [31]. The above clearly shows that it is a 196 

complete mistake to use business plan or a single business document to determine the success 197 

of SMEs.   198 

The ‘Noisy’ Selection Theory, one key factor to consider when analyzing the success of a 199 

firm is its start-up and operating costs. Boyan Jovanovic (1982) indicated that costs are 200 

random, and different among firms. For each firm, the means of its costs may be thought of 201 

as the firms true cost, Boyan further indicated that the distribution of true costs among a 202 

potential firm is known to all, but no firm knows what its true cost is. If the firm has low true 203 

costs, it is likely that the evidence will be favorable, and the firm will survive, if the costs are 204 

high and the evidence adverse, the firm may not waste time to withdraw from the industry 205 

[5]. It is a well kwon fact that all international NGOs and other stakeholders who support 206 

SMEs pay critical attention to the financial aspect of the SMEs business plan to make 207 

informed decisions. But if we are to go by the above theory, one can conclude that the 208 

financial aspect of a business plan is a     ‘false hope’.  Other  studies have revealed that there 209 

is no relationship between a firms size and growth rate [19,33] On the contrary, another study 210 

found that the growth and survival of a firm seem to be proportional to their size because 211 

adjustment of costs with constant return to scale have prove that firms should grow in 212 

proportion to their size [27]. This study shows that the prediction of a firm’s success is very 213 

delicate and goes beyond just the analysis of a business plan.  214 

Johan W and Dean A. Shepherd (2009) also indicated that there is agreement in existing 215 

literature on how to measure firms growth, and that some of the common elements that 216 

scholars have used to measures firms’ growth potential are growth of sales, employees, 217 

assets, profit, equity etc. and the time span, over which growth is analyzed, varies 218 

considerably and ranges from one to several years.  They further suggested that the attitudes, 219 

industry, task environment, entrepreneur’s resources, firm resources, network resources, firm 220 

age, subsidiary growth and entrepreneurial orientation play key role in firms’ success and 221 

growth.  Also, Aldrich and Auster (1986) suggested that the strategy of a small business with 222 

respect to entrepreneurial orientation affects its growth to a substantial degree, even when 223 

other factors are taken into account [1]. Most often, there is this feeling that small firms are 224 

subjected to strong environmental pressures that determine their development and 225 

performance. But Carroll and Hannan (2000) makes us believe that the future growth of the 226 

small firm is largely a function of previous growth due to inertia and path dependence. Once 227 

the firm has been launched in a particular environment, managers can do little to affect the 228 

future of the firm due to environmental pressures and internal inertia. Ecological research has 229 

also proved that findings of researchers have influence on purposeful action on firm 230 

outcomes, and can be largely attributed to methodological artifacts [7].   231 
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The model for SME sector development by Saburo K (2001), maintain that finance, 232 

management reform, strengthening of management infrastructure, environment and micro 233 

enterprises are fundamental determinants of SMEs success.  Saburo further indicated finance 234 

as fundamental to SMEs growth, and describe these factors as tools for SME development 235 

[24].  In financing SMEs there is the need to examine the success of the SME and its 236 

business-project or activities. Gordon M., (1996) stated that there is no singular definition of 237 

project finance, and that the financing of a project is said to be nonrecourse when lenders are 238 

repaid only from the cash flow generated by the project or, in the event of complete failure, 239 

from the value of the project’s assets. He further indicated that government, project sponsors 240 

and owners, the project company (the SMEs business), contractor and operators ( SMEs 241 

workers), suppliers, customers, financial institutions, the capital markets, equity investment 242 

funds, multilateral agencies and export credit agencies play a crucial role in determining 243 

projects success. This approach to analyze SMEs growth and projects success makes it clear 244 

that the success of SMEs is gradual, runs through time and involves many actors. However, 245 

these models failed to pay detailed attention to the key role that technology play in SMEs 246 

success in this current knowledge economy. However, with the right technological 247 

application, not much finance and many actors would be needed to boost SMEs growth. It is 248 

based on this conviction that this study would develop SME success prediction model that 249 

captures all the elements that determines SMEs success and growth found in most studies.   250 

Also, Miroslav and Yanko, (2010) stated that many different theories have attempted to 251 

identify the main factors underlying firm growth, and that they can be divided into two main 252 

schools: the first addresses the influence of firm size and age on growth, while the second 253 

deals with the influence of variables such as strategy, organization and the characteristics of 254 

the firm’s owners or managers. They further mentioned that when firm size is proxy by a 255 

firm’s number of employees the observed effect is marginal. Rather, firm’s specific 256 

characteristics such as leverage, current liquidity, future growth opportunities, internally 257 

generated funds, and factor productivity are found to be important factors in determining a 258 

firm’s growth and performance. And that age and ownership do not seem to be able to 259 

explain firm growth [29]. Further, Najib H. (2002) revealed that the principal factors 260 

promoting firm growth are business strategies that are focused on product diversification and 261 

market share expansion; location in large urban centers; legal status as a limited liability 262 

company; the presence of price competition; presence in markets with high demand; and 263 

certain government policies such as labor regulations, anti-trust and environmental policy. He 264 

further indicated that the principal factors impeding firm growth are lack of access to 265 

qualified workers and managers; location in smaller population centers; and certain other 266 

government policies such as regulation of foreign trade and policies that promote domestic 267 

price volatility [30].   268 

It is very paramount to state that enterprise growth can be identified in four theoretical 269 

perspectives: the resource-based perspective, the motivation perspective, the strategic 270 

adaptation perspective and the configuration perspective. The resource-based perspective 271 

focuses on the enterprises' resources like expansion of business activities, financial resources, 272 

educated staff, etc. the resource-based theory holds that there are unlimited sources of 273 

opportunities in the marketplace. Therefore, it is essential to manage the transition point at 274 

which the resources are being reconfigured by deploying firms' resources to identify and 275 

exploit the next growth opportunity [34].  Also, Pajarinen et al. (2006) stated that 276 

entrepreneurs with higher academic background are more innovative and will use modern 277 

techniques and models to do business. Schumpeter (1934) indicated that an entrepreneur 278 

needs to be innovative, creative, and should be able to take risk. Further, Barringer and 279 

Bluedorn (1999) described entrepreneurs as individuals who can explore the environment, 280 
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discover the opportunities, and exploit them after proper evaluation. These studies clearly 281 

show that the success of SMEs largely also depend on owners capabilities rather than a 282 

business plan.  283 

Analyzing the success of a new business is an important venture that entrepreneurs need to 284 

undertake before they seek funding. We all know that no business investor will want to fund 285 

a project that does not have evidence for potential growth. Go4funding (2010) stated that the 286 

several common components that predict the success of a new business are strength of the 287 

management team, efforts of entrepreneurs, competitive advantage, marketing surveys, 288 

simulated test markets, web analysis and area of industry [16.] In other to achieve economic 289 

development, it is critical for SMEs to create, apply, and introduce innovation (Curran and 290 

Blackburn 1994). Research has proved that in the past, only 60% of the innovations were in 291 

the SME sector, but most of them were not successful due to lack of professionalism and 292 

inability to collaborate with other enterprises (Rothwell1986; Noteboom 1991; Bougrain and 293 

Haudeville 2002). However, the current trend has shown that innovativeness and creativity is 294 

very vital to the survival of all SMEs. To sustain in today's market and meet customers', it has 295 

become important for organizations to differentiate themselves on the basis of capabilities 296 

and competencies. They need to compete on different dimensions such as design and 297 

development of products, manufacturing, cost, distribution, communication, and innovative 298 

ways of marketing. These challenges call for reorientation of SMEs, so that the demand for 299 

high dynamism, flexibility, and innovativeness can be met (Priya Dhamija Gupta1, Samapti 300 

Guha and Shiva Subramanian Krishnaswami, 2013).   301 

The key role innovation play in determining SME success cannot be underestimated as 302 

elaborated in the work of (Pekka Stenholm, 2016). However, the dynamics in the market 303 

offer new growth opportunities, which may be exploited in innovative ways [12]. Also, Cho 304 

and Pucik 2005; Kirzner 1997; Lumpkin and Dess 1996, mentioned that new market–product 305 

combinations, changes in demand, and yet to be recognized market niches provide potential 306 

revenue generating and growth opportunities. However, it may be impossible for SMEs to 307 

exploit these opportunities given its current resources and the dynamics in the business 308 

environment. In order to take advantage of the opportunities or to adjust its actions to 309 

configure them, it needs to focus on renewal and rethinking of the present and to act 310 

innovatively (Lumpkin and Dess 1996; Brown, Davidsson, and Wiklund 2001; Stevenson 311 

and Jarillo 1990, Moreno and Casillas 2008). When analyzed critically these studies, the 312 

chaos theory’s  and project finance angle model, I can  assert that  our environment is 313 

characterized by may dynamics with makes it very difficult to guage the success of SMEs 314 

and its future.  315 

Most scientific studies have shown a positive relationship between the growth intentions of 316 

firms’ owner and the actual growth of the firm (Hogarth-Scott, and Wright 1998, Bullvag 317 

1996; Baum, Locke, and Smith 2001; Bellu and Sherman 1995; Kolvereid 1992). However, 318 

according to Saemundsson 2003; Wiklund and Shepherd 2003, the connection appears to be 319 

somewhat weak, meaning that the success of SMEs is also affected by other factors. Covin 320 

and Slevin 1997 and Sexton and Bowman-Upton 1991 maintained that the relationship 321 

between aspiration and actual growth is likely to be moderated by market constraints, 322 

entrepreneurial capabilities, and organizational resources. On the other hand, Covin and 323 

Slevin 1997; Davidsson 1991; Morrison, Breen, and Ali 2003; Sexton and Bowman-Upton 324 

1991; Toivonen, Stenholm, and Heinonen 2006 indicated that two further fundamentals 325 

abilities and opportunities, are decisive. They indicated that the fundamentals for firm 326 

growth, abilities, refer to the firm resources and managerial skills that are needed in pursuing 327 

growth, this has been supported by Brown and Kirchhoff 1997; Gibb and Davies 1990; and 328 
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Penrose 1959. Further, Barney 1991; Sexton and Bowman-Upton 1991; Wernerfelt 1984 329 

makes it clear that managerial skills are necessary for directing and acquiring other growth-330 

related assets, such as human resources, organizational routines, and financial resources.  In 331 

addition, Mazzarol 2003, and LeBrasseur, Zanibbi, and Zinger 2003, affirms also affirms that 332 

firm growth typically requires the delegation of managerial tasks and the fostering of 333 

potential new external relationships with customers and business partners. Furthermore, 334 

managerial skills are crucial in recognizing growth opportunities and in generating the growth 335 

strategies [22]. All these literatures reviewed point to the fact that, there are many factors to 336 

consider when analyzing, gauging or predicting a firm’s success and growth. Therefore, this 337 

study see it as very necessary to merge all the factors identified through data collection and 338 

literature to develop a model based on the Chaos Theory, the Project Angel Model and the 339 

four theoretical perspectives of enterprise growth to prove that, business plan or document do 340 

not guarantee a successful SMEs business neither can it be used to predict SME success.   341 

The Purpose of the Research and the Research Questions 342 

This study is conducted to systematically identify and examine the factors to consider before 343 

selecting SMEs for incubation. Also, this study is conducted to prove whether a business plan 344 

or other business documents are the best tools for assessing the success of SMEs. Further this 345 

study is intended to combine all the factors that determine SMEs success to develop a model 346 

base on the chaos theory, project angel model and the four theoretical perspectives of 347 

enterprise growth.  Additionally, the study would also develop SME business –project 348 

success rater program which would be used to measure the success level of SMEs.  349 

In other to achieve these, the study will try to find answers to the following five key 350 

questions: 351 

• What are the key factors that determine SMEs success in a developing economy? 352 

• Which business document contains all the factors that determine SMEs success? 353 

• How can those factors that determine SMEs success and growth be developed into a 354 

model? 355 

• To what extent does a business plan helps to predict an SME success?  356 

• What business model would be ideal for predicting an SME success and growth is the 357 

constantly change knowledge economy? 358 

The Research Methodology 359 

This is a scientific study which uses a well structured survey, which describes the state of 360 

affairs as it prevails at the time of study, and analytic, thus, uses the already available facts 361 

and information and analyze them to make a critical evaluation of the subject [25]. The 362 

questionnaires to this research were given to a selected sample from a specific population of 363 

state institution, staff of the ENGINE program of Technoserve in Ghana and some SMEs 364 

owners. The term ‘survey’ as applied to this research is a methodology designed to collect 365 

data from a specific population, or a sample from that population and typically utilizes a 366 

questionnaire or an interview as the survey instrument [36]. A quantitative questionnaire was 367 

used to obtain data from individual respondents about themselves, their work (factors that 368 

have proved to have strong influence on SMEs success such as age and tenure of work). 369 

Further, some of the respondents were interviewed to allow for probing questions, the 370 

number of interviews conducted were less because the distinct advantages in using a 371 
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questionnaire versus an interview methodology is that questionnaires are less expensive and 372 

easier to administer than personal interviews. Studies have also shown that questionnaires 373 

often lend themselves to group administration, and allow confidentiality to be assured [28]. 374 

Further studies have revealed that mislaid data and chaotic mistakes in data collection are 375 

often the leading causes of error in a survey [11]. In other to avoid mistake, the primary data 376 

of this study was gathered by means of interviews and questionnaire and involved 377 

quantitative techniques. A significant number of face-to-face interviews were conducted with 378 

state institutions and some ENGINE program heads and employees operating in Ghana. Also, 379 

some selected SMEs were interviewed, alongside well known academic professionals.  Two 380 

different sets of questionnaires were given to each group as part of the data collection.  Also, 381 

the interview and questionnaires were administered through e-mails, field visit, and phone 382 

calls. This study is believed to be a social study that employs empirical statements and 383 

methods. An empirical statement is a descriptive statement about what “is” the case in the 384 

“real world” rather than what “ought” to be the case [38]. Moreover, the quantitative aspect 385 

of the study consists of numerical data. The study used mathematically based methods to 386 

collect and analyze all data collected.  All data collected from each population is presented 387 

separately to enable the study attain the desired results and level of importance. Further, 388 

analysis of all relevant data was done using models, charts, tables and Microsoft excel 389 

software for both qualitative and quantitative analysis. 390 

 391 

Demographic Profile of the Respondents 392 

It is very important to justify that the quality of a study is often better with sampling than 393 

with a census. This study used a simple random sampling to select 40 respondents, consisting 394 

of 3 heads of state institutions, 27 NGOs heads and employees who facilitate the process of 395 

selecting SMEs for incubation, 3 academic professionals who have well studied SMEs 396 

business climate in Ghana, and 3 SME owners who failed and 4 who passed the NGOs 397 

incubation selection process. The table 1 below represents the demographic characteristics of 398 

all the respondents 399 

Demographic characteristics of   the respondents                           Table 1 400 

Profile Category Number Frequency 

  State 
Institution 

 Local and 
international 
NGOs 

Academic 
Professionals 

Successful 
SME 
Owners 

Filed 
SMEs 
Owners 

 
% 

Gender Male 3 20 2 3 1 72.5 

Female 0 7 1 1 2 27.5 

Total  3 27 3 4 3 100.0 

 
Ages 

20-39yrs 0 16 0 0 0 40.0 

40-49yrs 2 8 1 2 2 37.5 

50 yrs+ 1 3 2 2 1 22.5 

Total  3 27 3 4 3 100.0 

 
Position 

 Deputy country 
Coordinators, directors, 
managers, project 
officers, supporting staff 

 
Lecturers and 
researchers  

 
SME 

Owner 

 
SME 

Owner 

 

 
Educati-

No Educ.  0 0 0 0 2 5.0 

Certificate / 0 6 0 1 1 20.0 
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onal 
Level 

Diploma 

Degree 0 13 0 3 0 40.0 

Master  /  
PhD 

3 8 3 0 0 35.0 

Total  3 27 3 4 3 100.00 

 
Tenure 
of Work 

Below 5yrs 2 15 1 1 0 47.5 

6-10yrs 1 12 2 2 2 47.5 

11-15yrs 0 0 0 1 1 5.0 

16 yrs +  0 0 0 0 0 0.0 

Total  3 27 3 4 3 100.0 

The table 1 above which represents gender and age distribution, various positions, 401 

educational level and tenure of work of all the respondents indicated that male dominates the 402 

state institutions and international NGOs supporting the SME sector in Ghana. Same trend 403 

was observed under academic professional who are knowledgeable in the SME sector in 404 

Ghana. The study also showed that male dominates the SME industry. The above 405 

demographic table 1 revealed that male was the majority, 72.5% while; 27.5 of the 406 

respondents were female.  407 

Age distribution: table 1 showed the age distribution and positions of the respondents as 408 

follows: majority of the respondents were within the age group of 20-39 years, representing 409 

40.0%. This is followed closely with those within the age bracket 40-49years. This group 410 

makes up 37.5% of the respondents. Lastly, 22.5% respondent belongs to the 50 years and 411 

above category.  412 

Positions help: Respondents from the state institutions, international NGOs, academic 413 

professionals and SMEs hold various positions as deputy country coordinators, directors, 414 

managers, project field officers, supporting staff, lecturers, researchers, and SME owners.   415 

Educational level: also, form table 1 the level of education of the respondents revealed that 416 

only 2, representing 5% out of a total of 40 respondents do not hold any academic 417 

qualifications. A 20.0% of the respondents hold certificates or diploma qualifications, this is 418 

followed by a further 40.0% of the respondents who hold bachelors degree.  Additionally, a 419 

35.0% of the respondents were found to hold either masters degree or PhD. These figures 420 

indicate that 95.0% the respondents could read, write, and clearly understood the research 421 

topic, and every question posed to them. Further, the 5% who hold no higher academic 422 

qualification could read and write and clearly understood the purpose of this study.  423 

Tenure of work:  figures from table 1 above indicate that 47.5% of the respondents have 424 

worked below five years, while same percentage was recorded for those who have worked 425 

between 5-10 years. This figures indicates that majority of the respondents have current 426 

professing and thorough knowledge in the SME sectors. This figure is followed by those with 427 

11-15 years working experience, constituting only 5.0% of the total respondents. 428 

Interestingly, only 2.5% of the respondents were found to have worked in the SME sector for 429 

more than 15 years. This dynamics with regards of the demographic characteristics of all the 430 

respondents have given the data gathered much credibility. The date recorded from all the 431 

respondents clearly shows that all the respondents have thorough knowledge on the research 432 

topic and were able to provide adequate and right information.  433 

 434 

 435 
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Date collection and analysis 436 

The collection of primary data for this study was gathered through questionnaire, face-to-face 437 

and phone interviews. The weighting method of Horvitz and Thompson, 1952 was used to 438 

analyze the numbers that was assigned to each SME success indicator. This method was 439 

adapted to ensure the quality of this study’s data. On a Likert scale of 1 to 5, with 1 being the 440 

least and 5 highest, respondents were asked to assign weights to ten key identified 441 

determinants of SMEs success to indicate the extent to which they agree that those indicators 442 

contributes to SMEs success in developing economies. All the various weights were assigned 443 

to the indicators according to the individual respondent’s level of agreement to the extent of 444 

influence it has on SMEs growth. A simple regression analyses was use to assess teach data. 445 

The dependent variable is firm success (scalability and or growth). The weight of Wj as used 446 

in this study was  to ensure that the weights reflect a product of likelihood P, from intricate 447 

multistage selections and a response rate rj in Wj = 1/Piri. This shows that this research used 448 

mean statistics to normalize with the sum of weights as in yw = ∑Wiyi / ∑wi and in ∑wiyix / 449 

∑wi and ∑wiyi
2 / ∑wi.  Additionally, several reproductions were conducted to reduce the 450 

degree of variances in the individual weighting (Kalton, 1983).  451 

Further, an inter-correlation matrix was constructed to find out how the various key indicators 452 

of SME success indicated in the project angel model, chaos theory and the theoretical 453 

perspective of firms growth dimensions.  The logic behind this is to find out the possibility of 454 

collinearity in the regression model of data analysis. In testing the hypotheses, a t-test of 455 

significant difference level was performed on the mean of all the key indicators. A further 456 

independent t-test, which assumes unequal variance, was performed at 95% confidence 457 

interval to determine whether a business plan or any business document contains all the 458 

indicators that helps to gauge SMEs success, as against the indicators of project angle model, 459 

chaos theory and the theoretical perspective of firm’s growth dimensions.  460 

Form table 2 below is the difference between the mean scores of elements that determine 461 

SMEs success that are dependent on the project angel model, chaos theory and the theoretical 462 

perspective of firms growth dimensions elements. The T-values are significant at .02 levels 463 

for creativity & innovativeness, use of Technology, economic factors, management 464 

competencies, environmental factors, age and firm size, government policies, business 465 

strategies, competitive advantage, and personality traits to help gauge SMEs success. Further, 466 

a T-value amount of creativity & innovativeness, use of Technology, economic factors, 467 

management competencies, environmental factors, age and firm size, government policies, 468 

business strategies, competitive advantage, and personality traits are significant at .05 levels. 469 

This result clearly shows that the elements have significant impacts in gauging SMEs success 470 

in developing economies. Also, table 2 below shows the mean and standard deviation of the 471 

elements that determines SMEs success in developing economies.  472 

Indicators of SMEs success                                                                                  Table 2                                                            473 

N Factor N Mean SD T 

1 Creativity & Innovativeness 40 20.9 .578 5.74. 

2 Use of Technology 40 20.7 .516 4.43 

3 Economic Factors 40 19.1 .306 2.52 

4 Management Competencies 40 20.3 .415 5.20 

5 Environmental Factors 40 18.6 .254 3.22 

6 Age and Firm Size 40 16.4 .203 2.10 

7 Government Policies 40 18.4 .343 3.58 

8 Business Strategies 40 20.2 .543 4.78 
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9 Competitive Advantage 40 18.9 .432 3.87 

10 Personality Traits 40 20.4 .466 5.34 

P˃.05,   P˃.02 474 

Also, the table 3 below further attempts to predicts the factors that determines SMEs success 475 

Predictor of SMEs Success                                                                                    Table 3 476 

Model Sum of Squares Df Mean Squares F Sig 

Regression 32.528 1 32.548 187.230 .000 

Residual 53.251 189 0.354   

Total 88.779 189    

 477 

The table 3 above measures the predictor of SMEs success through the project angel model 478 

and chaos theory and the theoretical perspective of firm’s growth dimensions. This measure 479 

reveals a positive significant correlation between the total scores of SMEs success prediction 480 

indicators (P ˂ 0. 02). Additionally, the results in Table 3 show a significant P-value =0.000 481 

(less than 0.05) for the prediction relation between the indicators and SMEs success.  482 

Further, table 4 below confirms the occurrence of a prediction relation between the factors 483 

used to gauge SMEs success and the dependent variable (project angle model and the chaos 484 

theory). 485 

Dependant Variable: SMEs projects financing gap                              Table 4 486 

 Un-standardized Coefficient Standardized 
Coefficients 

     T     Sig 

B Std Error Beta 

SMEs Success  Factors 0.880 0.038  0.564 16.264 .000 

 487 

One key point drawn of the relationship of the factors is shown in the above Table 4 with the 488 

help of the values of intercept (0.582) and slope for SME success regression line (0.880). 489 

This suggests that to gauge the success of an SME, the respective investors or funds providers 490 

(NGOs) can significantly predict 0.880 (88%) chances of an SME succeeding based on the 491 

above stated indicators.  Auxiliary, a slope of 0.564 for SME success factor is formed when 492 

the test applies standardized independent and dependent variables. To measure the influence 493 

of a forecast relation through ‘Beta’ could indicate some vulgar results. Due to this a 494 

conventional measure ‘coefficient of determination’ was calculated. The SMEs success 495 

scores on prediction factors exhibit nearly high positive association (r = 0.564) with those 496 

factors that predict their success. 497 

Last of all, shown in table 5 below is the summary regression for SMEs success prediction 498 

factors and SMEs success determinants. 499 

Summary regression for Knowledge economy factors                                   Table 5 500 

R R Square Adjusted R Square Std. Error of the Estimate 

0.564 0.446 0.454 0.3462 

 501 

The above table 5 revealed the presence of a well-built positive relationship between SMEs 502 

success and the determinant factors; this proves that SMEs success can be predicted based on 503 
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the elements identified in this study. The above table further shows an ‘R’ value of 0.564, 504 

indicating that 56.4% of the variance in SMEs success prediction can be overcome by paying 505 

a critical attention to those determinants stated in this study.  506 

SMEs incubation selection process 507 

Data gathered through this study revealed that most NGOs operating in developing countries 508 

have adapted a common non-scientifically proven process for predicting SMEs success and 509 

selecting them for incubation. The NGOs do this through common practices such as business 510 

‘plan competition’. The incubation selection process used by most NGOs is shown in fig.1 511 

below.  512 

 513 

The above fig.1 describes the process used by most NGOs in developing economies that 514 

support SMEs. This study through literature review and careful data analysis has uncovered 515 

that the above process used to determine the success (scalability) of SMEs has no scientific 516 

verification or prove. The above process is also not based on any well proven business theory 517 

or model. This study further discovered that the above process is prone to biases, most often 518 
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Development of SMEs Success Prediction Model 544 

The true representation, achievements and real application of the chaos theory, the project 545 

angel model and the theoretical perspective of firm’s growth dimensions in multiple fields of 546 

study is what informed my decision to use them in this study. These theories and data 547 

gathered clearly shows that each factor that influence SMEs success has the ability to 548 

demonstrate how each simple set can form a deterministic relationship and reproduce 549 

unpredictable outcomes. Also, the chaotic factors in SMEs operations which determine their 550 

success never return to the same exact state, whoever they multiply over time because of the 551 

nonlinear relationships and the dynamic, repetitive nature of those chaotic factors. As a result, 552 

such factors tend to be extremely sensitive to initial conditions, which make prediction of 553 

SMEs success very difficult.  The logic behind this analysis also proves that SME owners not 554 

only find it difficult to forecast but also do not even know their own costs. Therefore, the 555 

fig.3 below presents SMEs Success Prediction Model to show the interconnectivity of all the 556 

various factors and their percentage impacts on SMEs success.  557 

3.1 Government Policies (legal and Political): As the head of the model in fig.3 below this 558 

study has developed is the government.  The government is seen to have great influence on 559 

tax laws, political and legal requirements, trade promotion law, specific SME sector growth 560 

strategies and fiscal Policy. Yusuf (1995) points out that in most developing economies; 561 

satisfactory government support has been shown to be important for small firm success. It is a 562 

worrying situation to note that, dealing with legal requirements has forced most SMEs to 563 

allocate significant amount of financial resources due to corruption and bribery practices. 564 

Also, Mazzarol & Choo (2003) maintained that legal aspect is often used in selection weapon 565 

and in decision making process by the government in order to ensure future business success. 566 

This study revealed that government constitutes 6.5% to SMEs success.  567 

Government influence includes: approval of SME business-projects, control of the state 568 

company and NGOs that sponsors the SMEs business-project, responsibility for operating 569 

and environmental licenses, tax holidays, supply guarantees, industry regulations or policies 570 

and providing operating concessions. Most often certain government policies tends to believe 571 

that SMEs must sponsors their own business-project, however,  it is possible for a single local 572 

government institutions, a consortium or an NGO to sponsor SMEs business-project. Typical 573 

sponsors include foreign multinationals, local companies, contractors, operators, suppliers or 574 

other participants. The World Bank estimates that the equity stake of sponsors is typically 575 

about 30 percent of project costs.  Also, political risks such as changes within the country’s 576 

political landscape, changes in national policies, change of administration, and laws 577 

regulatory frameworks. Further, certain environmental laws, tax policies, and energy policies 578 

are particularly important to SMEs growth. Additionally, most SMEs in developing countries 579 

continue to face significant political risks, such as market restrictions, working permits, 580 

negotiation of contracts etc. The model below has shown that government has 6% influences 581 

on personality traits and also proves clearly the crucial roles that government play when 582 

predicting SMEs success.  583 

3.2 Personality Traits: From the model in fig.3 below shows that when predicting the 584 

success of an SME, personality traits of the owners play a crucial role in the SME success 585 

and constitute 10%. These traits include the individual competencies, growth intentions, self 586 

efficacy, extraversion, personal background, risk taking propensity, locus of control and 587 

experiences. Personality traits of the entrepreneur are the most important determinants that 588 

determine the success of SMEs [3]. Hollenvack Whitener (1988) and McClelland (1965) 589 

stated that traits are important predictors of venture growth, which work primarily through 590 

competencies, motivation and strategy. According to Blackman (1991) the characteristics of 591 
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an entrepreneur which contribute to firm’s success can be grouped into two types, namely: 592 

Attribute, the attributes are characteristic that is in itself an entrepreneur, and includes 593 

religion, age, family influence, and gender. The second characteristic is attained, this include 594 

education and experience of the owner/manager. Also, [40] indicated that several internal and 595 

external factors such as family, education, personal values, and work experience influence 596 

firm’s success.  The 10% results recorded for personality traits showed that all the above 597 

mentioned individual factors focuses on the effects that environmental factors have on a 598 

firm’s strategy.   599 

Further, Miller (1988) affirms that different external environments require different strategies 600 

matched with complementary internal environments and structures in order to promote 601 

success. Endi Sarwoko and Christea Frisdiantara (2016) also indicated that the strategy of 602 

innovative differentiation for instance, is most likely to be pursued in uncertain environments 603 

and correlates with the use of technocrats and liaison devices. And the strategy of cost 604 

leadership is associated with stable and predictable environments and is correlated with the 605 

use of control. Additionally, Cunningham and Lischeron (1991) stated that people who 606 

possess entrepreneurial characteristics will have a higher potential to perform entrepreneurial   607 

acts and can be identified by traits of personalities or ‘psychological characteristics’ that 608 

promote risk-taking. These are clear indications of the crucial role that personality traits play 609 

in determining SMEs success. 610 
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Other researchers have shown emerging markets portray low barriers to entry and exit. This 625 

therefore gives individual firms diverse growth opportunities depending on the sector. Also, 626 

Barney (1991) and Penrose, (1959) makes us understand that a firm’s ability to access 627 

resources influence its success and performance. They further stated that it is a firm‘s 628 

capabilities in accessing and connecting resources that enables it to achieve a sustained high 629 

performance. Further, the resource-based view the competitive advantage of a firm and its 630 

success as the result of the portfolio of resources it is able to connect for its performance 631 

within the industry.  The above stated points clearly show that the success and challenges 632 

faced by SMEs varies from sector-to sector, and has greater effects on SMEs success. The 633 

crucial role both internal and external environment factors play in firm success has long been 634 

noted. Factors such as government and other stakeholder support, and legality frameworks, 635 

cultural values, resources, and social networks within the environments are the key strategic 636 

dimension in business success. According to Kristiansen (2003) networks represent a means 637 

for entrepreneurs to reduce risks and transaction costs and also to improve access to business 638 

ideas, knowledge and capital. Kristiansen further stated that a social network consists of a 639 

series of formal and informal ties between the central actor and other actors in a circle of 640 

acquaintances and represents channels through which entrepreneurs get access to the 641 

necessary resources for business start-up, growth and success [26].   642 

3.4 Innovativeness, Creativity and Use of technology: this study discovered that innovation 643 

constitutes 20% of the success of every SME, while use of modern technology constitutes 644 

17.5% to the success of SMEs. This proves that the innovativeness of the business owner and 645 

the owner’s ability to acquire and use modern technology is very crucial in accelerating 646 

growth and success. This research accepts the notion that entrepreneurship and business 647 

creation is crucial for employment generation. Therefore, entrepreneurship must be 648 

innovation-driven and must also apply modern technology to help generate solutions to the 649 

economic problems of most developing economies. Innovation is at the heart of the spirit of 650 

enterprise. It means that successful SMEs are those who strive or are able to perform 651 

activities differently or performs activities differently to enable their business deliver a 652 

unique mix of value. Being innovation, the entrepreneur must be able to bring the best ideas 653 

into reality, and the idea must trigger a creative idea or generate a series of innovative events. 654 

This study also discovered that successful SMEs are those who are able to transform new 655 

ideas into new value for customers. It must be noted that no entrepreneur can be innovative 656 

without being creative. Without innovation the entrepreneur and what he provides will 657 

become obsolete. 658 

Innovation and creativity also play a significant role in start-up businesses and it is regarded 659 

as the key driver in developing a business idea, organising resources, and creating a business 660 

to bring new product or service into the market. In most competitive business environment 661 

the entrepreneur must demonstrate the ability to come up with opportunities and convert them 662 

into new products or services. The concept of innovation in SMEs should aid the entire 663 

business create a competitive edge in the market. According to Joseph Schumpeter (1934) the 664 

use of invention to create a new commercial product or service is the key force in creating 665 

new demand and thus new wealth. Joseph believes innovation creates new demand and 666 

entrepreneurs bring the innovations to the market. When analyzing the innovativeness of the 667 

entrepreneur there is the need to consider the form it takes. Innovation in SMEs can take the 668 

form of processes, which includes changes and improvement to methods of production or the 669 

entire business operation. This often leads to increases in productivity, lower cost and helps 670 

to increase demand. Also, the innovation must be in products or services. Most progressive 671 

innovation tends to be predominant, radical, opens up new markets and in most cases leads to 672 
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increases demand, investment and employment. Further, the innovation must be in 673 

management and work organization, and the exploitation of human resources, together with 674 

the capacity to anticipate techniques [35].  675 

Technology, also in this study, it became evident that technology constitutes 17.5% of SMEs 676 

success. Elegant entrepreneurs are those who view technology as a means to an end, and not 677 

an end of itself. According to Jim Collins (2001) technology is an accelerator; this means that 678 

technology can accelerate both good and awful ideas towards success or failure. However this 679 

study discovered that most entrepreneurs who put good ideas or bad ideas into the 680 

technological accelerator are able to achieve success. All the above clearly shows that when 681 

analyzing the success of SMEs, critical attention must be given to the innovativeness and 682 

creativity of the entrepreneur.  683 

3.5 Economic factors: this study noted that economic factor constitutes 9% of SMEs 684 

success. Olena Arefyeva (2004) stated that the activity of economic agents in emerging 685 

market relations requires a rapid determination of factors conditioning the availability of 686 

economic security of businesses, adaptation to dynamics of external environment through 687 

liquidation of existing threats are crucial to ensure every business success. Olena further 688 

indicated that elements of the state economic factors are reduction of science-based 689 

production; lack of developed banking and insurance system, as well as guarantees from trust 690 

organizations; state budget deficit; the outflow of capital; high taxes on producers; low level 691 

of economic statistics credibility; weak law enforcement agencies and mass media; poverty 692 

and misery of the majority of population; strikes. Further included in the economic factors are  693 

lack of legislative framework that regulates the rights and duties of the regions; lack of the 694 

regional banks network; failure to change local taxes and charges; failure to compile a free 695 

regional financial balance sheet; lack of economic infrastructure or its insufficient level of 696 

development.  697 

Also, consumer confidence, employment, interest rates, inflation and GDP growth rate play a 698 

key role in SMEs success. The consumer confidence which is an economic indicator that 699 

measures overall consumer optimism about the state of the economy, also tend to measure the 700 

willing of customers to spend money shows that consumers with low confidence are more 701 

likely not to spend and business tend to prosper when consumer confidence is high. 702 

Additionally, employment in an economy tends to follow a business cycle of economic 703 

booms followed by periods of stagnation or decline. During boom periods, jobs tend to be 704 

plentiful, since companies need workers to keep up with demand. When unemployment is 705 

low, consumer spending tends to be high because most people have income to spend. Further, 706 

high interest rate tends to affect business profitability.  Most SMEs rely on loans from banks 707 

or other financial institutions as a source of financing. Higher interest rates result in higher 708 

total business expenses. Also, high interest rates can also reduce consumer spending, because 709 

high rates make it more expensive for consumers to take out loans to buy things in the 710 

market. On the other hand, inflation causes increases in business expenses such as rent, 711 

utilities, and cost of materials used in production [17].  712 

3.6 Management team: through this study it came to light that team involved in the 713 

management of every SME contributes or must contribute 12.5% to its success. This study 714 

also discovered that management team is the main human capital of the business. Empirical 715 

research have shown that a manager’s primary challenge is to solve problems creatively and 716 

should view management as the art of getting things done through the efforts of other people. 717 

The principles of management, then, are the means by which leaders actually manage, that is, 718 

get things done through others - individually, in groups, or in organizations. Formally 719 
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defined, the principles of management are the activities that plan, organize, ad control the 720 

operations of the basic elements of people, materials, machines, methods, money and 721 

markets, providing direction and coordination, and giving leadership to human efforts, so as 722 

to achieve the sought objectives of the enterprise. The Neoclassical, Organization, and 723 

Human Relations management theories have made it clear that the management of a 724 

successful organization require managers who have the ability to achieve the organizational 725 

goal through employees [32, 37]. Let us not forget the numerous challenges that managers 726 

face as they coordinate the organization’s activities which can largely be attributed to the 727 

current knowledge economy.  728 

Most organisations that are able to effectively exploit the cognitive abilities of their human 729 

resources can assure its economic security and success. Analoui et al. (2009) stated that for 730 

an organization to achieve continuity and success, that organization must be innovative, 731 

creative and strategic when thinking in providing its services and products.  According to 732 

Adds Liu and Ravichandran (2007) managerial human capital is made up of the ability and 733 

knowledge embedded in the organization’s managers, upper level perspective posits that 734 

managerial characteristics of top managers, such as education, age, and experiences, can 735 

predict the strategic outcomes of organization.  More so, Gupta, Govindarajan (1989) have 736 

argued for the need to link managerial characteristics with job requirements. Further, Radell 737 

(1997) stated that when managers leave an organization, they take with them their embodied 738 

skills, knowledge, and experience. Those skills, knowledge, and experience are accumulated, 739 

where, individuals gain more experience in organizing and executing work [13]. All the 740 

above clearly proves that the success of every SME largely depend on the management team.  741 

3.7 Business strategies: this research proved that business strategies contribute 12.5% to 742 

SMEs success. It must be noted that the scores of business strategies and management team 743 

are the same (12.5% score for both), meaning there is a direct connection between the 744 

qualities of the management team and the effectiveness of the business strategies that are put 745 

forward to run the SME. According to Raymond and Croteau (2006) SMEs must develop 746 

themselves strategically in order to remain competitive, grow and prosper in the current 747 

complex environment; they further stated that the biggest challenge lies in SMEs taking 748 

advantage of the enlarged economic area. They concluded that SMEs need to adopt new 749 

planning and control tools to secure and strengthen their competitiveness. Also, O’Regan and 750 

Ghobadian (2006) indicated that the business environment has been more challenging, as 751 

increased change brings greater uncertainty. The impact of policy directions tends to be short-752 

lived, as the environment continues to assume its own form; all these require SMEs to act 753 

strategically.  754 

Kenneth Andrews (1980) defines Corporate strategy as the pattern of decisions in a company 755 

that determines and reveals its objectives, purposes, or goals, produces the principal policies 756 

and plans for achieving those goals, and defines the range of business the company is to 757 

pursue, the kind of economic and human organization it is or intends to be, and the nature of 758 

the economic and non-economic contribution it intends to make to its shareholders, 759 

employees, customers, and communities. Also, Szabo (2001) stated that, the main restriction 760 

faced by SMEs is a lack of managerial, marketing and entrepreneurial skills. These lacks are 761 

more likely to affect the conduct of SMEs in general and in implement strategies. Szabo also 762 

mentioned that while most SME owners and start-up entrepreneurs are experts in terms of 763 

their products and services, they often lack wider managerial skills which hinder their long 764 

term success, strategic planning, identification of customers,  acceptance that they will not get 765 

rich within a short time , medium term vision, patience, marketing , management of 766 

innovation, commitment to quality, knowledge of quality systems, knowledge of foreign 767 
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languages, cash flow management, and information technology, all of which are critical skills 768 

in confronting the challenges in the knowledge economy [41]. These clearly proves that the 769 

success of every SME largely depend on the ability of the management team to develop 770 

effective business strategies and acts strategically.  771 

3.8 Age and Size of the firm: this study discovered the age and size of an SME contributes 772 

2.5% to its success. According to the theory of noisy selection, by Jovanovic (1982) states 773 

that efficient firm grows and survives while inefficient firms decline and fail. From the above 774 

research findings and the finding this research; I can conclude that the old age of a firm is a 775 

justification of its efficiency.  Also, Jovanovic (1982) maintained that entrepreneurs are 776 

unsure about their ability to manage a new firm (startup) and their prospects for success. In 777 

spite the fact that entrepreneurs may launch a new business based on an unclear sense of 778 

expected post-entry performance, they only discover their true ability after operating for 779 

some time in terms of managerial competence. Most entrepreneurs base their businesses on 780 

an idea that is viable on the market after their business is established. Those entrepreneurs 781 

who discover that their ability exceeds their expectations expand the scale of their business, 782 

whereas those discovering that their performance is less than appropriate with their 783 

expectations will possibly exit from the sector [10]. Also, Audretsch (1995) recognized that 784 

the likelihood of a new entrant surviving is quite low, and added that the likelihood of 785 

survival is positively related to firm size and age. Additionally, Caves (1998) in his work 786 

found that firm growth was scientifically related to certain firm specific characteristics. All 787 

the above studies affirm the findings of this research which has proved further by assigning 788 

the percentage contributions of firms’ size and age to its success.  789 

3.9 Competitive Advantage: this study recorded that competitive advantage of a firm 790 

contributes 3.5% to its success. This figure is 1% higher than the contribution of a firm’s size 791 

and age to its success, an indication that the contributions of firm’s size and age always yield 792 

a direct 1% competitive advantage per each additional year of operations. Most studies have 793 

proved that there is a well-built link between a firm’s unique advantage and its sales. Also 794 

most studies have concluded that there is an affirmative link between the unique advantages 795 

of a firm and its performance. A study by Wang & Lo (2006) proved the relationship of 796 

competitive advantage and the sales performance of a firm by measuring profitability, return 797 

on investments, sale growth, yield, product added value, share in market and performance by 798 

the level of sale revenue. Also, according to Raduan et al., (2009) there is a positive relation 799 

between competitive advantage and firm’s success. Raduan further stated that the competitive 800 

edge enables a firm to significantly predict the variance in its performance. It also established 801 

that the resource-based View of the firm’s competitive advantage is one of the key of 802 

strategic management theories related to explain the organizational consequences. 803 

Additionally, Ismail, Rose, Abdullah et al., 2010 stated that  the competitive advantage  is a 804 

part of a firm’s high level performance, and further added that this relationship will be 805 

exaggerated by moderating variables such as age and size of firms. The moderating effects of 806 

these variables provide precious information about strategic management in the attainment of 807 

unique edge and to increase performance. Another study by King and Zeithaml (2001) 808 

suggested that competitive advantage has a reasonable effect on the association between the 809 

ambiguity and the performance of a firm [38]. The above studies conducted by high leveled 810 

academic scholars also justify the logical findings of this study on SMEs competitive 811 

advantage.  812 

SMEs Success Rating Score Card 813 
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One of the objectives of this study was to develop an SME success rating score card, which is 814 

based on the developed SMEs success prediction model. A snapshot of the developed SMEs 815 

Success Rater excel sheet program is presented in fig. 4 below.  816 

SMEs Business – Project Success Rater 
Success Measuring 

Indicators 

Standard 

Score 

(SS) 

Actual  

Score 

(AS) 

Success 

Score 

(AS/SS) 

Success Rate 

Score  

(SS/STSSS)*100  

Rem

arks 

Section 

‘A’ 
Internal Indicators:      

i. Personality Traits 10     
ii. Innovativeness and 

Creativeness 

20     

iii. Use of Technology 17.5     
iv. Management 

Competencies 

12.5     

v. Firm Strategies  12.5     
vi. Competitive Advantage 3.5     
vii Age and Size 2.5     

Total  Standard Scores 

(TSS) 

TSS = 78.5 TAS =78.5 TSSS = 7 TSRS = 70  

 
Section 

‘B’ 
External 

Indicators: 

     

viii. Legal and Govt. Policies 6.5     
ix. Economic Factors 9     
X Environmental Factors 6     

Total Standard Score 

(TSS) 

TSS = 21.5 TAS = 21.5 TSSS = 3 TSRS = 30  

Sum of A and B STSS = 

100 

STAS = 

100 

STSSS = 10 STSRS = 100  

  817 

The expected scores from the above Success Rater Card would help to gauge whether an 818 

SME would be successful or not. The figures to be used in computing the actual scores 819 

column of the above score card would be generated from the Success Score Card Assessment 820 

Forms, which is found in appendix one (1) of this study, a snapshot of an excel sheet program 821 

I have developed through this research findings.  Section ‘A’ of the success score card 822 

assessment form contains seven (7) key indicators which this study discovered  contribute to 823 

and also helps to predicts the success of SMEs. This study also revealed that those indicators 824 

are internal and inherent, that is could be controlled by SMEs owner or inborn characteristics 825 

of SMEs owners.  Further, section ‘B’ of the success rater card contains three (3) major 826 

indicators which this study revealed contribute to and also helps to predict SMEs success. 827 

The study also discovered that these indicators are external or with limited control options, 828 

because of the chaotic nature of the business environment within which the entrepreneurs 829 

operate.  Also, fig.5 below represent the likely expected outcome of success rate scores that 830 

the SMEs business-project success Rater Card is capable of generating,  depending on the 831 

entrepreneur’s data imputed. 832 

RATE ZONE Indication 

0.70 - 1   

 

A 

 

Active Success  / Scalability  

Would be successful 

with or without any 

external support.   

UNDER PEER REVIEW



23 

 

70% - 100% 

0.50 - 0.69   

B 

 

 

Inactive success / Scalability 

Potentials 

Requires moderate 

external support to 

become successful.  50% - 69% 

0.35 - 0.49   

C 

 

 

 

Marginal availability of success / 

scalability potentials 

Have some forms of 

uncertainties that 

require special attention 

and support to succeed. 

 35% - 49% 

0.20 - 0.34   

D 

 

 

 

Evidences of likely 

unsuccessfulness  / no  

scalability potentials  

Requires intensive 

support in some aspects 

of the business to 

become successful 

 20% - 34% 

0.10 - 0.19   

E 

 

Manifestation of 

unsuccessfulness / no scalability 

potentials  

Requires extensive 

support in all aspect of 

the business. 
 10% - 19% 

 833 

The above fig.5 makes it is clear that any start up or existing business that score 0.7 - 1 has all 834 

it takes to be successful and have or is fully utilizing all those success potentials. Also, a 835 

score rate of 0.5 - 0.69 indicates that the start up or existing business has all the potentials 836 

needed to succeed but those potentials are not fully unutilized, this requires moderate external 837 

support. Further, any score between 0.35 - 0.49 is a sign of the existence no growth potentials 838 

or potentials that are not needed to succeed in the current sector the entrepreneur finds their 839 

selves.  This calls for NGOs, government institutions and other private organizations that are 840 

experts in the SME sector to act swiftly to make it more competent. This also calls for an 841 

immediate short-term support. Additionally, a score of 0.2 – 0.34 means that the entrepreneur 842 

lack certain key characteristics needed to succeed. This calls for an immediate medium-term 843 

support to help solve the challenge. Lastly, a score of 10 – 0.19 is a clear indication that the 844 

business has failed and therefore requires an immediate long-term external support. 845 

Conclusions 846 

This study has systematically conducted scientific analysis on the approach to assess and 847 

select small and medium enterprises (SMEs) for incubation on the base of angel model. This 848 

was done through the use of the Project Angel model, the Chaos Theory, the Noisy Selection 849 

theory and other theories and has developed SMEs Business– Projects Success Prediction 850 

Model and SMEs Success Rater. Also, this study has developed an excel program to help 851 

NGOs, government agencies and other organizations who support SMEs business to easily 852 

gauge the SMEs success. Also, the many determinants of enterprise growth has been 853 

classified into ten (10) dimensions, namely: SME owner personality traits, government, 854 

Economic factor, Innovation, Use of technology, Management team, Firm Strategies, 855 

Competitive Advantage, Age and Size and environmental factors. Further, empirical studies 856 

of this research have proved that a well-presented business plans or business documents do 857 

not guarantee SMEs success. However, individual ones such as SME owners’ innovativeness, 858 

technical knowledge, growth motivation and many more do. Furthermore, an enterprise’s 859 

scalability (its preparedness to grow) is found to have a positive relationship with a firm’s 860 

success. 861 

The study has also proved that the many factors influencing SMEs success can effectively 862 

and accurately be gauge base on the develop SMEs success rater card. Also, factors such as 863 

social, ecological, and economic systems tend to be characterized by relationships and 864 
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complex interactions that evolve dynamically over time and tend affects business growth. 865 

Further, growth of every firm is gradual and a vital source of success which requires a 866 

holistic analysis because it is influenced by a number of factors that are not captured in 867 

business plans or documents. Additionally, a business plan is a part of the strategies 868 

entrepreneurs adapt, therefore, to accurately predict SMEs success or select for incubation 869 

one must use the SMEs Business–Projects Success Prediction Model and SMEs Success 870 

Rater; an excel program which is the output of this study. Lastly, NGOs, government 871 

agencies and private organizations which support SMEs must conduct thorough business 872 

success feasibility analysis base on the models this study has develop rather than a business 873 

plan and other completions. This is because what differentiate successful and unsuccessful 874 

entrepreneurs are the level and the understanding of business success indictors which this 875 

study has identified. 876 
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Appendix 1 990 

Success indicators scores calculator 991 

 

 

Indicating factors Weight Actual Scores 

Section 
‘A’ 

Internal Indicators:    

 

 

 

 

i. 

 

 

 

Personality 

Traits 

• Individual Competencies 2  

• Growth intentions 1  

• Self efficacy 1  

• Extraversion 1  

• Personal Background 1  

• Risk taking propensity 2  

• Locus of control and Experiences 2  

                                                                                                                 Total = 10  

 

 

 

 

 

ii. 

 

 

 

 

Innovativeness 

and 

Creativeness 

• Understanding of   Creative process 4  

• Relative advantage 1  

• Compatibility 2  

• Complexity or simplicity 3  

• Trialability 1  

• Observability and Proactivity 3  

• Opportunistic mindset  1  

• Social capital 2  

• Newness 3  

                                                                                                                   Total = 20  

 

 

 

iii. 

 

 

 

Use of 

Technology 

• Method of production / activities 4  

• Low cost of production 3  

• Human vs machines at work 5  

• Low cost of  technology applied 3  

• E-market (use of internet, social media 
etc.) 

2.5  

                                                                                                               Total = 17.5  

 

 

 

 

iv. 

 

 

 

 

Management 

Competencies 

• Growth motivation 2  

• Passion for work and Tenacity 2  

• Organisational Knowledge 2  

• Client Focus Influencing 1  

• Analytical Thinking 2  

• Managing Resources 1  

• Teamwork 2.5  

                                                                                                                       Total = 12.5  

  • Strategic Goals / Plans 2  
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v. 

 

 

 

Strategies  

• Tactical Goals / Plans 2  

• Strategic Networking skills 2  

• Strategic Thinking 2  

• Competitive Strategies 2.5  

• Other strategic Actions (Marketing, 
distribution etc.) 

2  

                                                                                                              Total = 12.5  

 

vi.  
 

Competitive 

Advantage 

• Dynamic capabilities (differentiation, 
cost leadership etc.) 

1.5  

• Firm specific resource 2  

                                                                                                                 Total = 3.5  

 

 

Vii 

  

Age and Size 
Day One – One Year / Small  1  

Above One Year – Four Years / Medium 1  

Above Four Years  / Large 0.5  

                                                                                                         Total = 2.5  

   Standared Total Score (ETS) = (iv+v+vi+vii+viii+xv+x) ----- ETS = 78.5  
Section 

‘B’ 
External Indicators:  Weight Actual 

Score 

 

 

 

 

 viii. 

 

 

 

 

Legal and Govt. 

Policies 

• Tax laws 1  

• Political and Legal 
requirements 

1  

• Trade promotion law 1  

• Gov. Specific SME sector 
growth strategies 

2  

• Level of Political risk  0.5  

• Level of Knowledge and 
expertise on Legal and Gov 
Policies  

 
1 

 

                                                                                                          Total = 6.5  

 

 

 

  

 

vx. 

 

 

 

 

 

 

Economic Factors 

• Funding opportunities 1.5  

• National Economy growth  0.5  

• Interest rates 1  

• Inflation  1  

• Market availability 2  

• Economic/ Business risks  1  

• Knowledge on economic 
info and analysis skills 

1  

• Knowledge on Accounting 
and financial info analysis 
skills 

1  

                                                                                                                  Total = 9  

 

 

 

 

  x. 

 

 

 

 

Environmental 

Factors 

• Industry specific 
Environment Level of Risks 

2  

•  Growth barriers 1.5  

•  Resources 1  

• Customers / Suppliers 1  

•  Competitors  0.5  

                                                                                                                 Total = 6  

 

 Standard Total Score (ETS) = (viii+vx+x)   =   ETS = 21.5  

 

Sum of Totals (Section ‘A’ + Section ‘B’)  =  100  
 992 

 993 
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Appendix 2 994 

Full meanings of Abbreviations  995 

Index Abbreviation 

Standard Scores SS 

Actual Score   AS 

Success Score SSS 

Success Rate Score SRS 

Total Standard Score TSS 

Total Actual Score TAS 

Total success score TSSS 

Total success rate score TSRS 

Sum of total standard score STSS 
Sum of total actual score STAS 

Sum of total success score STSSS 
Sum of total success rate score STSRS 

 996 
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