Gest. Prod., Sdo Carlos, v. 23, n. 2, p. 419-432, 2016
http://dx.doi.org/10.1590/0104-530X1759-14

Growth of small businesses: a literature review
and perspectives of studies

Crescimento de pequenas empresas: revisao de literatura
e perspectivas de estudos

Hilka Pelizza Vier Machado’

Abstract: Theories developed to explain the growth of large companies are not adapted to explain the phenomenon
in small companies (Davidsson et al., 2010), but growth is important for the survival of small businesses (Coad et al.,
2013). This theoretical article aimed to identify the understandings of the phenomenon of the growth of small
companies presented in the literature and the perspectives of future studies. A literature review was conducted in
16 Journals of Entrepreneurship and Small Business Management, as well as in the national search portal Spell.
The material was initially classified into three categories, which correspond to the definitions of growth, antecedents,
and consequences. After this classification, an approach on the complexity of the phenomenon and on the perspectives
of studies was presented.

Keywords: Growth of small businesses; Research on small business growth; Entrepreneurship and growth of small
businesses.

Resumo: Teorias desenvolvidas para explicar o crescimento de grandes empresas ndo sao adaptadas para explicar
o fenomeno em pequenas empresas (Davidsson et al., 2010), mas o crescimento é importante para a sobrevivéncia
dos pequenos negocios (Coad et al., 2013). Este ensaio teorico teve como objetivo identificar as compreensoes do
fenomeno do crescimento de pequenas empresas apresentadas na literatura e as perspectivas de estudos futuros.
Foi realizada uma revisdo da literatura em 16 dos Journals de Empreendedorismo e Gestdo de Pequenas Empresas,
bem como no portal de busca nacional Spell. O material foi inicialmente classificado em trés categorias, as quais
correspondem a defini¢oes de crescimento, antecedentes e consequéncias. Depois dessa classifica¢do, apresentou-se
uma abordagem sobre a complexidade do fenomeno e sobre perspectivas de estudos.

Palavras-chave: Crescimento de pequenas empresas; Pesquisa sobre crescimento de empresas, Empreendedorismo
e crescimento de pequenas empresas.

1 Introduction

Growth is an important phenomenon in small
enterprises. In fact, their survival essentially depends
on their power to participate in the market with other
big companies. Growth decreases the possibility of
closing small businesses (Rauch & Rijskik, 2013).
Strengthening is important not merely for the
enterprises and their owners but for all stakeholders
since these companies thrust forward the economy
by underscoring diversity of products and services.

The growth phenomenon of small enterprises
had been widely analyzed within entrepreneurship.
One motive is that most fail to expand during their
life span (Davidsson et al., 2010; McKelvie &
Wiklund, 2010) and small businesses refrain from
growing (Doern, 2009). According to Brush, Ceru

& Blackburn (2009), some enterprises do not desire
growth and others desire slow growth even though
they are successful as much as those that grow fast.
In fact, most new enterprises do not go beyond the
stage when they initiated their activities (Headd &
Kirchhoff, 2009), with the exception of the so-called
“gazelles” (Julien, 2002), or young enterprises with
very fast growth (Sims & Regan, 2006).

The complex phenomenon of growth of small
enterprises requires further research since several
studies have been developed to measure the companies’
growth. Achtenhagen et al. (2010) reviewed studies
on growth published between 1997 and 2008 and
identified 56 articles, most of which endeavored to
explain why enterprises grow (growth as a dependent
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variable); however, other articles dealt with growth
strategies or on growth intentions and desires. Few,
however, studied the growth process. Explications on
growth or no growth decisions, contextual dimensions,
the role of entrepreneurship agency are still lacking
(Wright & Stigliani, 2012).

The need for further studies may be justified due to
the fact that theories developed to explain the growth
of big enterprises are not adapted to foreground the
same phenomenon in small ones (Davidsson et al.,
2010). Since Penrose’s investigations in 1959
(Penrose, 2006), debate on the theme is still on and
reaches several directions encroaching on growth
indexes, growth determinants and impairments, and
explication models. However, researchers must still
develop explanations on the manner entrepreneurs
take decisions to further or not their companies”
growth (Wright & Stigliani, 2012).

Current theoretical essay identifies the growth
range of small enterprises published in the literature
and point out the perspectives for future analyses.
Acreview of the literature was undertaken in the main
journals of Entrepreneurship and Small Enterprises
since 2000 (Entrepreneurship Theory and Practice,
Journal of Small Business Management, Small Business
Economics, Business Horizons, Journal of Business
Venturing, Foundations and Trends in Entrepreneurship,
International Small Business Journal, Journal of
Small Business and Entrepreneurship, Journal
of Entrepreneurship, Technovation, International
Entrepreneurship Management, Journal of World
Business, Industrial Management & Data Systems,
International Journal of Entrepreneurial; Journal
of Business Management and Economic Research,
International Behaviour & Research). Research
was undertaken on the portal Spell of the Brazilian
Association of Post-graduate Programs in Administration
for database of Brazilian Journals. Publications
were identified in the following Journals Brazilian
Academic Review, Organizagdo & Sociedade; Revista
de Administra¢do ReAD, FACES Review and Revista
de Administra¢ao Contempordnea.

Current analysis comprises discussions on growth,
followed by an approach on the antecedents of growth,
comprising determinants associated with individuals,
firms and environment. Consequent factors come
next, with special focus on measuring forms and
growth visualization. Several research perspectives
will be provided after the final analysis.

2 Definitions of growth

According to Penrose (2006), growth is the
product of an internal process in the development
of an enterprise and an increase in quality and/or
expansion. “Growth is defined as a change in size
during a determined time span” (Dobbs & Hamilton,
2007, p. 313).

According to Janssen (2009a), a company s growth
is essentially the result of expansion of demands for
products or services. “It first results in a growth in
sales and consequently in investments in additional
production factors to adapt itself to new demands”
(Janssen, 2009c, p. 23). However, Achtenhagen et al.
(2010) researched entrepreneurs” ideas on growth
and listed the following: increase in sales, increase
in the number of employees, increase in profit,
increase in assets, increase in the firm’s value and
internal development. Internal development comprises
development of competences, organizational practices
in efficiency and the establishment of professional
sales process. This was the most important index
for entrepreneurs that participated in the research.
However, increase in the number of employees was
not necessarily considered a sign of growth.

Davidsson et al. (2010) reported that growth may
be related to new markets, especially in the case of
technology firms, with reference to diversification.
They are also of the opinion that growth may occur
alternatively as an integration of part of the value
chain, a sort of vertical growth, or when a firm
introduces itself within a market not related to the
technology in which it works, which would be a
non-related diversification. Another type of growth
may be related to the combination of market-product
by entrance into the market.

Brush et al. (2009, p. 482) define growth as
“geographical expansion, increase in the number of
branches, inclusion of new markets and clients, increase
in the number of products and services, fusions and
acquisitions”. According to these authors, growth is
above all a consequence of certain dynamics built
by the entrepreneurs to construct and reconstruct
constantly, based on the assessment made on their
firms and on the market. Entrepreneurs are not
the sole vectors since there are many other agents
involved, such as clients, kin, suppliers and others.
In fact, growth is a “socially constructed factor”
(Leitch et al., 2010, p. 250). According to Penrose
(2006), frontier progress in the milieu or expansion
is the product of a constant dynamism since growth
intentions change as a result of constant evaluations
and re-evaluations that entrepreneurs make as agents.
It may result in the displacement of the firm to another
place and in fixing itself in the same place. It is the
“growth dilemma” (Davidsson et al., 2010, p. 128),
full of risks.

However, the difficulty in analyzing the firm’s
growth at the precise moment should be underscored
(Mckelvie & Wiklund, 2010). It is easier to investigate
the antecedent factors that affect growth and the
consequences of growth (Leitch et al., 2010) and
more difficult to investigate growth dynamics or the
manner firms grow (Mckelvie & Wiklund, 2010).
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3 Growth determinants

Growth is the result of a good administration of
resources and capacities which the companies use to
promote growth. They comprise capacities, acquired
information, financial counseling and resources
(Coad et al., 2013). The establishment of growth
depends on the identification of the origin of resources,
capacities and learning on accumulation methods
and the generation of sustainable profits, coupled
to the examination of how and when the resources
of industry and financing are accessed and how the
external investors may be informed on the subject.
Wright & Stigliani (2012) enhance that, from the
strategic perspective, it is important to trust people
with cognitive capacities for growth since the holders
are not the sole protagonists of growth. Further, the
entrepreneurs’ competence to get involved in networks
is highly important (Davidsson et al., 2010).

Growth is affected at several levels. For example,
Wiklund et al. (2009) employed an integrative model
and explained growth by associating the variables
of the agent (human capital and attitudes), firm
(resources, enterprising features and growth) and
setting (industry). Other studies revealed the influence
of variables associated to agents, firm and milieu,
as follows.

3.1 The influence of variables associated
with agents, vis-a-vis the firm’s
growth

The entrepreneurs” schooling level and experience
may influence the firms” growth (Barringer et al.,
2005; Dobbs & Hamilton, 2007; Rauch & Rijskik,
2013). Experience in the sector is highly important
(Davidsson et al., 2010), coupled to previous
experiences in other enterprises (Barringer et al.,
2005; Davidsson et al., 2010).

Another aspect listed in the literature is the
entrepreneurs’ rank within their personal carrier.
According to Wright & Stigliani (2012), position in
personal carrier may affect growth. In fact, highest
growth expectations are linked to the start of carrier
which may coincide with age as young people have
great expectations in growth (Davis & Shaver, 2012;
Navaretti, 2014). Further, relational competence and
insertion in networks are actually growth determinants
(Davidsson et al., 2010).

However, growth expectations include not only
previous experience in success but also the fear of
failure (Hermans et al., 2012; Wright & Stigliani, 2012).
Fear of failure limits the capacity of the individual to
take risks and seize opportunities which may produce
growth. On the other hand, motivation, internal control
locus and personal aims of entrepreneurs may have
a positive effect on growth (Davidsson et al., 2010;
Wakkee et al., 2015).

The motivation for growth may be understood as the
“aspiration to expand business” (Delmar & Wiklund,
2008, p. 438) and comprises cognitive, affective and
behavioral factors, (Hermans et al., 2012). Previous
growth aspirations affect future motivations for
growth and suggest a mutual relationship between
growth motivations and growth. However, motivations
must be stable to determine behavior. This boils
down to the fact that managers of small firms are
motivated to expand business. If success occurs,
their commitment to expansion will be strengthened.
Similarly, previous negative results reduce growth
motivation. Delmar & Wiklund (2008) highlight that
motivation is not the sole determinant and should
be further accompanied by resources and strategies.
Further, growth motivation may vary between fledging
and experienced entrepreneurs. Wright & Stigliani
(2012) identified that experienced entrepreneurs
have excess of trust and optimism, although further
studies are needed to explain how entrepreneurs give
density to information obtained on the spot and how
they decide whether to promote the firms” growth.

Intentions are actually associated to the growth
phenomenon and are made up by the difference
between “actual and intended size” (Hermans et al.,
2012, p. 12). They constitute the “entrepreneurs” aims
for a pathway of growth so that business would be
successful” (Dutta & Thornhill, 2008, p. 308). Growth
intentions are “the subjects” intentions to start a new
business that will be substantially greater throughout
several time periods” (Douglas, 2013, p. 636).
Intentions vary according to individuals: some aim
at growth and others at autonomy, since the cognitive
style affects growth intentions. For instance, Dutta &
Thornhill (2008) investigated the relationship between
growth intentions, cognitive style and perception
of competition conditions, and reported that the
cognitive style attenuates the relationship between
growth intentions and the perception of competitive
conditions over time. The perception of competitive
conditions affects the manner entrepreneurs establish
and articulate their growth intentions. Results reveal
that entrepreneurs are heterogeneous in growth
intentions; growth intention is associated to the
cognitive style and to the perception of competitive
intentions.

Growth expectations “weave growth intentions with
opportunity perceptions and difficulties” (Hermans etal.,
2012, p. 12). Intentions and expectations represent
respectively what is desired and what is expected.
Although associated, one must understand not only
why entrepreneurs have their growth expectations but
also what makes them fail in transforming intentions
into expectations.

In the case of the entrepreneur, growth may mean
the decrease of equilibrium between work and family
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(Leitch et al., 2010) since it may require a greater
devotion and time on his part. Perhaps that is the reason
many entrepreneurs with high growth previously
defined a growth limit (Achtenhagen et al., 2010).
Chart 1 gives a summary of variables associated to
the individual and which may affect growth.

3.2 The influence of the firm’s variables on
growth

Besides the individual level, the intermediary level
may affect growth through the firm. One of the most
discussed aspects in the literature is the effect exerted
by firm size, evidenced by the 1931 Gibrat’s Law, or
“the law of proportionate effect”, dealing with the
autonomy of size on growth rate within the same
industrial sector (Davidsson et al., 2010).

However, later studies have shown that size affects
growth although no agreement has been reached on
whether small enterprises tend to grow more than
big ones (Bentzen et al., 2012; Brito et al., 2007;
Daunfeldt & Elert, 2013; Teruel-Carrizosa, 2010).
For instance, Bentzen et al. (2012) analyzed a group
of Danish industries during 15 years and concluded
that big enterprises had a relatively bigger growth
than smaller ones. Similarly, Brito et al. (2007)

investigated a database with 13,221 firms from
46 countries, based on 9-year data, and identified
a positive relationship between size and growth
rate. However, the relationship between size and
growth is a rather complex affair: in industries with
a great number of new firms, the small firms are at
a disadvantage and small firms are obliged to grow
fast or quit. On the other hand, small firms in mature
industries have a great probability in obtaining lower
growth rates due to reduced levels of opportunities.

Innovation and market structure determine growth.
There is a great probability that small innovating
firms grow faster than big firms that shun innovations
(Daunfeldt & Elert, 2013). Market structure has an
influence on the firm’s growth capacity, especially
service ones which are more heterogeneous and tend
to grow less than industrial firms. Although industries
require heavy investments, service firms quit the
market quickly (Teruel-Carrizosa, 2010).

If, on the one hand, small enterprises require
specialists and counseling firms less, with increasing
chances of growth (Davidsson et al., 2010), the use
of their abilities to enhance growth derives from
the learning process acquired by experience and
over time. The firm’s growth will depend on the
use of their learning capacity to develop efficiency

Chart 1. Determinant factors of growth associated with the individual entrepreneur.

Growth determinants Authors
Barringer et al. (2005)
Educational level and experience Dobbs & Hamilton (2007)
Rauch & Rijskik (2013)

Experience in the sector

Davidsson et al. (2010)

Experience with other enterprises

Barringer et al. (2005)
Davidsson et al. (2010)

Previous successful experiences

Hermans et al. (2012)

Rank in personal carrier

Wright & Stigliani (2012)

Insertion in social networks

Davidsson et al. (2010)

Davis & Shaver (2012)

Age Navaretti (2014)
Douglas (2013)
Fear of being a failure Dutta & Thornhill (2008)

Hermans et al. (2012)

Personal aims and internal locus of control

Davidsson et al. (2010)

Growth aspiration and previous growth aspirations

Delmar & Wiklund (2008)
Hermans et al. (2012)

Motivation to grow in normal enterprises

Wright & Stigliani (2012)

Growth intentions

Douglas (2013)
Dutta & Thornhill (2008)
Hermans et al. (2012)
Wakkee et al. (2015)

Growth expectations

Hermans et al. (2012)

Equilibrium between labor and family

Leitch et al. (2010)
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in the segment (Reid & Xu, 2012; Teruel-Carrizosa,
2010). Jovanovic’s learning model was confirmed
by Reid & Xu (2012) in their analysis on Chinese
enterprises (growth in terms of the number of full-time
employees). The authors insisted that the firm may
improve its performance through market experience,
by optimizing its efficiency materialized by learning
over time. According to such an approach, efficient
firms will survive and grow, whereas the less efficient
will weaken and perhaps vanish. Such a presupposition
is similar to the path traced by the stages within the
enterprises” life cycle (Wright & Stigliani, 2012).
According to Davidsson et al. (2010), fledging
enterprises are weaker during their first years and size
proved to be dependent on age. However, the initial
team’s size is highly important. Teruel-Carrizosa
(2010) underscored the effect of age on the growth of
Spanish firms but the authors insisted that influence
was the result of the learning process and accumulated
experience. In other words, enterprises with great
experience on the market may have higher growth
rates. On the other hand, the author detected variations
among the segments and associated variations in
service firms to expenditure with research and
development. He identified an inverted effect or a
U-turn in growth and showed that firms grew less
when they were older. Lotti et al. (2009, p. 38) also
identified an inverted relationship between growth
and age in Italian enterprises, even though “the most
efficient in growth will probably continue to grow
during subsequent periods”. Federico & Capelleras
(2015) reported that small and young enterprises
which experienced growth had a positive impact
on profit even though the effect of profit on growth
was not significant. The literature does not agree on
the influence of the firm’s age. Coad & Tamvada
(2012) identified the negative effect between age and
growth. They registered that young enterprises had
higher growth expectations even though agricultural
firms revealed slower growth: growth was inversely
proportional to age only during the first years. Similarly,
Hamilton (2010) investigated growing firms in New
Zealand and reported a discontinuous growth where
the firm’s age and size were not significant for growth.
Besides the influence of the enterprises’ size
and age, choice of the firm’s site may affect growth
(Hoogstra & Djik, 2004; Porto & Brito, 2010; Reid
& Xu, 2012). In their study on Brazilian firms, Porto
& Brito (2010) registered the positive effect of the
industrial cluster, especially when the activity and
site factors are assessed jointly. On the other hand,
Hoogstra & Djik (2004, p. 189) analyzed the effect
of firm’s localization on growth and deduced that
within a 5-km distance the effect on growth was
positive on the generation of employment for new
firms. Contrastingly, it had a negative effect on the

growth of already existing firms and suggested that
“the policy of establishing and stimulating new
enterprises for the growth of a specific region may
be truly successful if the negative effects on already
established firms are taken into consideration”.

Since growth develops pari passu with management
and organizational complexity (Davidsson et al., 2010),
enterprises should develop managerial competences
for growth (Penrose, 2006). Managerial competences
are important because growth involves risk and
depends on organizational environment with flexibility
(Dobbs & Hamilton, 2007). Growth requires aims,
commitment and perspectives (Barringer et al., 2005;
Dobbs & Hamilton, 2007).

Enterprises must also develop strategies (Dobbs
& Hamilton, 2007). The literature mainly insists on
human resources and market strategies. Human capital
should be rightly valued and strategies for human
resources that would include financial incentives and
training for the development of personnel should be
defined (Barringer et al., 2005; Dobbs & Hamilton,
2007; Rauch & Rijskik, 2013), since the employees’
welfare has a positive effect on growth (Antoncic &
Antoncic, 2011). Strategies with regard to the market,
such as increase in marketing activities, improvement
in distribution, positioning and segmentation of the
market, benefitting from market niches and product
correction were effective on growth (Brush et al.,
2009; Davidsson et al., 2010). Further, clients’
knowledge was positively associated with growth
(Barringer et al., 2005).

Production strategies, such as the development of
new products and services, technological specialization
and focus on innovation, also determined growth
(Achtenhagen et al., 2010; Davidsson et al., 2010;
Dobbs & Hamilton, 2007; Moreno & Casillas, 2008).
Stam & Wennberg (2009) reported that innovation,
measured by P & D expenditure, was relevant for the
growth of high technology enterprises even though it
did not affect the growth of firms with low technology.
On the other hand, Moreno & Casillas (2008) evaluated
the effect of enterprising orientation in Spanish firms
during four years and reported its effects on growth.
The innovation trend was the size of the enterprising
orientation with the greatest influence and evidenced
the innovation effect on growth. Similarly, Omri &
Ayadi-Frikha (2014) identified the positive effect of
innovation on growth in small Tunisian enterprises.

Other important strategies for growth include
joint ventures with suppliers (Beekman & Robinson,
2004) and a relationship policy and orientation to
clients (Brush et al., 2009; Julien, 2002; Reid & Xu,
2012). Evidences exist that exports by enterprises
and their internationalization may enhance growth
(Achtenhagen et al., 2010; Coad & Tamvada,
2012; Davidsson et al., 2010; Wakkee et al., 2015).
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Brenner & Schimke (2015) analyzed the growth of
small German industries and reported that exports
did not affect significantly their growth. However,
exporting firms revealed less falling-off and less
oscillation in growth rates. Further, business format
strategies, such as franchising, may trigger growth
(Achtenhagen et al., 2010; Castrogiovanni & Justis,
2002; Leitch et al., 2010).

It is highly important to underscore that growth
may not merely be organic but may be obtained by

Chart 2. Growth determinants associated to enterprises.

fusions, acquisitions, joint ventures and strategic
alliances (Leitch et al., 2010; Penrose, 2006). Chart 2
gives a summary of growth determinants associated
to enterprises.

3.3 Influence of setting variables on
growth

Environment, settings or context involve the
enterprise’s external variables with regard to its social,
economic and political stance (Julien, 2010; Welter,

Growth determinants

Authors

Size of firm

Bentzen et al. (2012)
Brito et al. (2007)
Daunfeldt & Elert (2013)
Teruel-Carrizosa (2010)

Age of firm

Coad & Tamvada (2012) — efeito negativo
Lotti et al. (2009)
Teruel-Carrizosa (2010)
Federico & Capelleras (2015)

Choice of site

Hoogstra & Djik (2004)
Porto & Brito (2010)
Reid & Xu (2012)

Learning and experience

Reid & Xu (2012)
Teruel-Carrizosa (2010)

Mission and commitment of the firm with regard to growth

Barringer et al. (2005)
Dobbs & Hamilton (2007)

Innovation and development in products and services

Achtenhagen et al. (2010)
Davidsson et al. (2010)
Daunfeldt & Elert (2013)
Dobbs & Hamilton (2007)
Moreno & Casillas (2008)
Stam & Wennberg (2009)
Omri & Ayadi-Frikha (2014)

Hiring counselors and experts

Davidsson et al. (2010)

Development of management competences

Penrose (2006)

Strategies of human resources (financial incentives and development)

Antoncic & Antoncic (2011)
Barringer et al. (2005)
Dobbs & Hamilton (2007)
Rauch & Rijskik (2013)

client relationship and orientation)

Marketing strategies (increase in marketing activities; improvement
of product distribution; position and segmentation of market;
benefitting from market niches; information on clients; policy in

Barringer et al. (2005)
Brush et al. (2009)
Davidsson et al. (2010)
Julien (2002)
Reid & Xu (2012)

Networks and joint ventures with suppliers

Beekman & Robinson (2004)

Exports and Internationalization

Achtenhagen et al. (2010)
Coad & Tamvada (2012)
Davidsson et al. (2010)
Brenner & Schimke (2015)
Wakkee et al. (2015)

Business format (franchising)

Achtenhagen et al. (2010)
Leitch et al. (2010)

Fusions, acquisitions, joint ventures and strategic alliances

Leitch et al. (2010)
Penrose (2006)
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2011). For instance, the setting comprises the market
situation, supply-demand conditions, local and space
conditions and the industry and sector surroundings
(Dobbs & Hamilton, 2007; Wright & Stigliani, 2012)
which may or may not enhance growth (Coad &
Tamvada, 2012). Further, the dynamics of the sector
and the industry are an important determining factor
for growth. In fact, several enterprises grew because
the sector has grown too (Brito & Vasconcelos, 2009;
Davidsson et al., 2010). Daunfeldt & Elert (2013)
state that the context of the sector influences size and
growth relationships. On the other hand, entrance
impairments may protect growth of enterprises or
even cause market concentration (Janssen, 2009c).

Janssen (2009b) considers that the setting may be
favorable or unfavorable. The competitive setting
is characterized by great uncertainty. The complex
setting requires a great amount of information retrieved
from the enterprise, whilst simple setting may be
characterized by the activities of subgroups that
provide information. The analysis of Belgian firms
revealed the influence of two factors associated to
generosity: the localization of the firms in an industrial
park and the manner the manager perceived the
economic dynamism of the region (negative effect).
However, dynamism and complexity failed to show
any statistical significance with growth.

Several factors in the setting, such as investors
and venture capital, is an important index to affect
growth, similar to universities and the mechanisms
of technology transference (Davidsson et al., 2010;
Hermans et al., 2012). Further, the availability of
resources, human capital, prime matter and facility
to obtain it, may enhance enterprise growth (Coad
& Tamvada, 2012; Cressy, 2009).

Moreover, Clarke et al. (2014) insisted on the
importance of stakeholders on the firms” growth.
Networks and inter-organization relationships were
determinant in their growth (Barringer et al., 2005;
Estrella & Bataglia, 2013). Networks and alliances
influence growth mainly in innovation sectors, as
shown by Estrella & Bataglia (2013) in their analysis
on Brazilian industries of health biotechnology,
with alliances involving universities, national and
international investment funds, laboratories and national
biotechnical firms, international laboratories and
biotechnological enterprises and incubators. Network
participation and alliances contributed towards growth
measured by the number of employees and patents.

Public policies and support programs for firms
within the political and governmental sphere
may contribute towards growth as identified by
Schoonjans et al. (2013) when they assessed small
firms which participated in a Belgian government
program. The authors identified the positive effect
of the program by assets and growth of firms” added

value, with a 2.5% growth than that experienced by
the others.

In the case of the social stance, Arregle et al.
(2013) identified the positive effect of family ties
through family emotional support which proved to
be favorable to growth. In fact, it varied according to
the firm’s age, with higher rates during the first years
of business. Chart 3 gives a summary of determining
factors associated with setting variables.

Charts 1-3 show the determining factors of
growth identified in previous studies and associated
to the individual, firm and setting. According to
Chandler et al. (2009), there is an association between
the determinants at firm, individual and setting levels.
The authors suggest the employment of multi-level
models which comprise variables associated with the
three dimensions, or rather, the individual, setting and
enterprise dimensions (Wiklund et al., 2009; Wright
& Stigliani, 2012).

4 Consequences of growth: types of
measurement and growth

Although in the case of enterprises “growth
enhances survival and the benefits of growth may
last for many years” (Coad et al., 2013, p. 629), it
should be underscored that growth implies in the
increase of management and organizational complexity
(Davidsson et al., 2010), besides forfeiting its familial
characteristics (Leitch et al., 2010) through more
impersonal relationships.

In fact, no consensus exists with regard to ways in
measuring growth. The main indexes comprise variation
in sales volumes, followed by indexes in the variation
in the number of employees (Achtenhagen et al., 2010).
According to the transaction costs theory, costs are
the result of hierarchy. Managers frequently prefer
to sub-hire (Chandler et al., 2009) and enterprises
may expand sales without increasing the number
of employees (Delmar & Wiklund, 2008; Rauch &
Rijskik, 2013). On the other hand, employee rates
may increase without simultaneously increasing
sales. Chandler et al. (2009) studied the simultaneous
increase of sales and employees in Swedish enterprises
at three different periods and concluded that, in certain
conditions, firms tend more towards other types of
hiring employees to advertise the product or service
when supervision costs are high. They reported that
increase in sales may be associated with increase in
technology or equipments more than to increase in
the number of employees. On the other hand, several
authors argue that sale variations include different
growth aspects, such as improvement in the process’s
efficiency (Davidsson et al., 2010). Consequently, the
variation in the number of employees may not demand
increase in sales (Delmar & Wiklund, 2008), although,
according to Rauch & Rijskik (2013), employment
rate is a more stable index of growth. On the other
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Chart 3. Determining growth factors associated with setting variables.

Determining growth factors Authors
Coad & Tamvada (2012)
Market and supply-demand conditions Dobbs & Hamilton (2007)

Wright & Stigliani (2012)

Dynamism of the sector and entrance impairments

Brito & Vasconcelos (2009)
Davidsson et al. (2010)
Daunfeldt & Elert (2013)
Janssen (2009b)
Wright & Stigliani (2012)

Investors and venture capital

Davidsson et al. (2010)
Hermans et al. (2012)

Universities and mechanisms of transference of technology

Davidsson et al. (2010)
Hermans et al. (2012)

Availability and access facility to resources

Cressy (2009)

Availability of human resources and prime matter

Coad & Tamvada (2012)

Importance of stakeholders

Clarke et al. (2014)
Leitch et al. (2010)

Importance of family ties

Arregle et al. (2013)

Networks, alliances and firms” network

Barringer et al. (2005)
Estrella & Bataglia (2013)

Public policies and national or local support policies to enterprises Schoonjans et al. (2013)

hand, Davidsson et al. (2010) do not consider true
the premise that growth increases employment since
the greatest generation of employment rates occurs
in fusions.

Besides variations in sales and in the number of
employees, several other indexes were employed to
assess growth, namely, absolute growth of employees,
sales for new clients, sales for markets in new
geographic areas, profit variation, profit on assets
and growth in the firm’s price. Specific sectorial
indexes were also employed: number of seats in the
case of restaurants and theatres and the number of
cars in the case of taxi firms (Achtenhagen et al.,
2010; Davidsson et al., 2010).

Several researchers underscore the use of multiple
indicators (Davidsson et al., 2010; Dobbs & Hamilton,
2007), although in the opinion of Janssen (2009a)
variation in sales and employee increase are distinct
types of growth and may not be used together.
“Growth should not be measured by compound
indexes and by mixing different variables, such as
sales or employees, since they do not assess the same
phenomenon” (Janssen, 2009c, p. 42).

Growth may affect the size of the enterprise if it
is followed by good performance. Growth may be
a measure of performance, albeit not inevitably of
success, since growth does not necessarily result in
profit (Mckelvie & Wiklund, 2010). Sales do not
automatically imply profit increase due to possible
variations in costs. Growth may be associated to profit
if unit costs are reduced or a stronger position in the
market is affirmed. In fact, the relationship between

growth and profit is not conclusive (Davidsson et al.,
2010; Davidsson et al., 2009).

4.1 Complexity of measurement

Frequently growth measurement may be inconsistent.
Achtenhagen et al. (2010) report that the use of
different growth measurements may provide different
non-comparable results. One critical procedure
employs variation between the first and last year since
it does not take into consideration that growth does
not have a linear standard. Consequently, longitudinal
studies are more adequate (Achtenhagen et al.,
2010). However, it is not possible to pinpoint which
analysis period may actually represent the growth
cross-section (two, three, four, five or more years)
due to its discontinuity (McKelvie & Wiklund, 2010).
According to Davidsson et al. (2010), the employment
of a specific formula, such as the regression analysis
of a time period, may better reveal growth. However,
organic growth and growth by acquisition should be
thoroughly distinguished.

Several measurement indications have been
proposed in the literature to minimize risks, such
as the inclusion of past growth as control variable
(Delmar & Wiklund, 2008), the exclusion of new
enterprises (up to one year) from assessments (Stam,
2010) and the employment of measurement intervals
due to non-linear growth (Shepherd & Wiklund,
2009). The combined use of primary and secondary
data is another suggestion (Achtenhagen et al., 2010).

Further, Davidsson et al. (2010) remark that several
researches use growth intentions rather than true growth.
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Growth intentions are not always necessarily stable
over time. For instance, “entrepreneurs” attitudes may
change radically due to events in their private life”
(Davidsson et al., 2010, p. 95), although Delmar &
Wiklund (2008) have identified a relative temporal
stability in motivations for the growth of Swedish
entrepreneurs within a five-year period.

Finally, measurement complexity may be associated
with the unity of analysis since enterprises change
their juridical status, frequently establish new firms
instead of growing and other change their activities
(Davidsson et al., 2010; Mckelvie & Wiklund, 2010).
It should be underscored that methods of growth
measurements may provide different results due to
the indexes employed.

4.2 Growth types

Growth may have differentiated types and levels
since several enterprises grow more or less than
others. The so called “gazelles” firms exhibit very
fast growth (Parker et al., 2010), even though they
fail to maintain constantly the same growth rhythm
(Headd & Kirchhoff, 2009), since growth is irregular
and discontinuous (Coad et al., 2013; Hamilton, 2010).

Delmar et al. (2003, p. 191) identified seven
types of growth: a) super absolute growth, when
enterprises have absolute growth in employment and
sales; b) robust growth in sales, in absolute terms,
but negative in employment; c¢) growth through
acquisition, positive in sale and total employment but
negative in organic employment, or rather, growth
in employment mainly occurs through acquisition;
d) super relative growth, with great development in
super relative terms; ¢) irregular growth, or rather,
negative in absolute sales but relatively positive in
average; f) growth in employment, or rather, negative
in absolute sales; g) high growth, or rather, firms
demonstrate differences in growth standards.

St-Pierre (2004) forwards another classification,
with five types: the first type consists of continuous
growth; the second type is limited to certain years;
the third type is totally discontinuous and disordered;
the fourth type is robust at the start but decreases over
time; the fifth comprises firms with intense growth at
the start, followed by decrease and recovery.

Brush et al. (2009) presented a similar classification
based on 4-type growth trajectories. a) Fast growth
beyond the expectations of the entrepreneurs, or rather,
the firms are able to put the product on the market at
the precise time, at excellent prices. The firms have
a strong team of salespersons; some have external
counselors and high liquidity. On the other hand, they
had difficulty in having qualified human resources.
b) Firms with incremental growth, or rather, firms
that attended clients well, with meticulous and
controlled planning, with good relationships with
clients. They controlled their own growth. ¢) Firms
with episodic growth, or rather, firms that experienced

growth, followed by stagnation associated with internal
or external causes. d) Firms with plateau growth, or
rather, a slow growth, followed by stabilization and
posterior decline in profits. The authors state that the
type is not irreversible.

The types represented in the above classifications
reveal the discontinuity and singularity of growth.
Different trajectories may represent different,
intermittent, faster or slower, discontinuous or gradual
paths. Firms may actually extend themselves, vanish
or shrink within their settings.

5 Complexity of the phenomenon
and study perspectives

Determinant factors and growth consequences
mentioned in the previous topics show some of the
complexities of the growth phenomenon of small
enterprises (Leitch et al., 2010). In the case of live
organisms and organizations, growth is not easily
visible at the instant it occurs and growth dynamics
over time have not been explained (Wright & Stigliani,
2012). To grow and not to grow is a condition proper
to small enterprises within the market. The decision
on, when, how much and where to grow belongs
to the entreprencur (Achtenhagen et al., 2010).
Although growth is experienced by the entrepreneur
administrating the small business, it is not the product
of the entrepreneur’s efforts since it is socially built
(Clarke et al., 2014; Leitch et al., 2010). Firms grow
but the entrepreneurs take the decision to make them
grow (Wright & Stigliani, 2012), supported by the
efforts of other people (Clarke et al., 2014).

Growth is not merely the result but it is derived
from a set of activities and factors. It should be
seen as a process (Davidsson et al., 2010). Figure 1
represents the process with the main aspects identified
in previous studies on growth.

Growth is not a natural process for enterprises but
a process full of uncertainties. Wright & Stigliani
(2012, p. 9) report that “by definition, growth is
inherently an uncertain process characterized by
a high level of ambiguity in the final results and
in the setting”. Growth may provide desirable or
undesirable consequences (Davidsson et al., 2010),
with “radical changes in the business’s features”
(Wiklund et al., 2009, p. 357). Since it is a gradual
and not an instantaneous process (Barringer et al.,
2005), several researchers have suggested that the
phenomenon should be analyzed longitudinally
(Davidsson et al., 2010; Mckelvie & Wiklund, 2010).

Its complexity is also due to the fact that
growth is not constant. On the contrary, within
a temporal dimension, different configurations
may be identified, with randomized paths rather
than constant ones, besides situations in which a
period of growth is followed by one of stagnation
or decline (Stam, 2010). Even “gazelle firms” with
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ANTECEDENTS

e Individual

e Setting

CONSEQUENCES

a)Variations in size or in diversity
(sales, employment, technologies,
products, markets, sectorial indexes
etc.)

b) Growth trajectories

Figure 1. The growth process of small enterprises.

their fast growth are susceptible to oscillations in
their growth process. Coad et al. (2013, p. 616)
state that “a ‘gazelle firm’ may not always be a
‘gazelle firm’ and several live-dead enterprises
may rise from the dead”.

Since there is no growth pattern for small enterprises,
the phenomenon proves to be heterogeneous among
the firms (Wright & Stigliani, 2012), evidencing
an idiosyncratic growth character of the small
enterprise (Dobbs & Hamilton, 2007), which may
be affected by different sources, such as setting,
entrepreneur and firm administration (Wiklund et al.,
2009; Wright & Stigliani, 2012).

However, growth is not unidirectional and may
be the result of variation in sales volume, in the
number of employees and in the use of technologies
(Wright & Stigliani, 2012), with different manners
of growth which may go beyond organic growth,
including hybrid growth modes such as franchising,
strategic alliances, joint ventures and acquisitions
(Mckelvie & Wiklund, 2010; Penrose, 2006).

New growth approaches may be interesting. These
include the approach forwarded by Clarke et al.
(2014), who analyzed growth from a co-evolutionary
aspect considered adequate to conciliate an economic
aspect with sustainability. The latter is based on three
aspects: a) relational epistemology with emphasis on
the importance of activities, institutions, technologies
and settings which interact with the entrepreneur
and reinforce his power of agency; b) collectivity,
since growth is the product of collective activities;
¢) multi-dimensionality since growth is not a purely
economic aspect.

Leitch et al. (2010) analyze the phenomenon
within different settings and mention the need to
study the growth of the family enterprise, social
enterprise and the enterprise of ethnic minorities.

The research strategy may be relevant since the
entrepreneurs’ cognitive processes affect decisions
and the way they access resources (Wright &
Stigliani, 2012). It is thus possible that entrepreneurs
from different settings would provide several types
of comprehension of the phenomenon which do
not include merely the economic aspect. Further,
entrepreneurs may consider growth as a synonym
of the firm’s internal development and growth
benefits may also comprehend employees, suppliers
and clients (Achtenhagen et al., 2010).

Entrepreneurs do not have the same idea of
growth (Mckelvie & Wiklund, 2010). For instance,
St-Pierre (2004) revealed the preference of small
Italian entrepreneurs in financing their firms” growth
with their own resources since their growth idea was
different from that of the investors. Frequently the
presence of external investors may be a source of
conflict with the entrepreneurs” growth expectations
(Wright & Stigliani, 2012). Leitch et al. (2010)
assess the possibility of different ideas of growth
by stakeholders. It should be emphasized that
further studies with different types of entrepreneurs
may explain the meaning of growth for initiating
and experienced entrepreneurs, for franchised and
franchising entrepreneurs, for entrepreneurs desirous
for growth and those who already experienced growth.

On the one hand, if several studies focused on
determinants and on the consequences of growth
of small enterprises, few studies deal with the
growth episode that would elucidate the growth
movement including entrepreneurs’ perceptions
on the start, duration and dynamics of the growth
process. Such approach will help understand the
instance of growth, decreasing the gaps indicated
in previous studies. Ethnographic and longitudinal
studies may provide useful contributions.
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6 Final considerations

Current theoretical essay is a brief survey on
scientific production, mainly within the last fifteen
years, on the growth of small enterprises with regard
to Entrepreneurship. It is a rather comprehensive
work to show that growth is a complex theme,
requiring further studies.

The analysis of publications revealed how the
growth phenomenon has been dealt with through its
antecedents and consequences. The characteristics
of the former may contribute towards growth and
may comprise schooling level and experience
(within the sector, with other enterprises, previous
successful experiences); position in personal carrier;
insertion within social and other networks; age;
fear of failure; personal aims and internal locus of
control; growth aspirations and previous growth
aspirations; motivations, expectations and growth
intentions; equilibrium between work and family.
Further, the firm’s characteristics or activities may
also induce growth, such as size and age of the
enterprise; choice of site; learning and experience;
mission and commitment with growth; innovation
and development in products and services; hiring of
consulters and experts; development of management
competences; strategies in human resources and
marketing strategies; networks and joint ventures
with suppliers,; exports and internationalization;
type of business (franchising); fusions, acquisitions,
joint ventures and strategic alliances. Moreover,
several setting characteristics also revealed a positive
influence on the growth of small enterprises, such
as supply and demand conditions; dynamics of the
sector and entrance impairments; investors and
venture capital; universities and mechanisms for
the transference of technology; availability and
facility of access to human resources and prime
matter; importance of stakeholders and family
ties; networks, alliances and enterprise networks,
public policies and national and local programs
subsidizing the firms.

The analysis of growth consequence factors
underscore the fact that there is no agreement
in measuring growth. The traditionally main
measurements are sales variation and the number
of employees. However, new models use other
parameters, such as patents, absolute growth of the
number of employees; sales to new clients; sales
in new geographic markets; profit variation; profit
on assets and increase in the firm’s worth. Several
other sectorial indexes were identified such as the
number of places in restaurants and theatres and the
number of cars for taxi firms (Achtenhagen et al.,
2010). Results show that growth is a gradual,
non-instantaneous and inconstant process.

Idiosyncrasies and heterogeneity were attributed
to the phenomenon (Brenner & Schimke, 2015).

In spite of the number of research and publications
on the theme, explicatory studies are lacking on the
growth episode and on differentiated approaches
that would take into account the different types of
entrepreneurs or their different contexts. Further
studies on the understanding of the growth episode
or growth movement by different entrepreneurs
and by different stakeholders and by other agents
should be developed for a contextual, social and
more comprehensive explanation, suggested by
Clarke etal. (2014). Another aspect to be underscored
is the need for different focuses that would not
merely deal with growth from the point of view of
economic rationality (Seifert & Vizeu, 2015). Lack
of publications on the subject matter with regard
to Brazilian firms was one of the main limitations
in current investigation.
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