LAPPEENRANTA-LAHTI UNIVERSITY OF TECHNOLOGY LUT
School of Business and Management
Business Administration

Kristina Karkkonen
OBSTACLES TO GROWTH FOR HIGH TECHNOLOGY SMES IN FINLAND

Examiners:

Professor Olli Kuivalainen
D.Sc. Heini Vanninen

ABSTRACT

Author:

Kristina Karkkonen

Title:

Obstacles to growth for high technology SMEs in Finland

Faculty:

School of Business and Management

Master’s program:

International Marketing Management

Year:

2020

Master’s thesis:

103 pages, 4 figures, 2 tables and 8 appendices

Examiners:

Professor Olli Kuivalainen
D.Sc. Heini Vanninen

Keywords:

SME, growth, obstacles, high technology, factors, performance

This paper is an attempt to identify main obstacles to growth experienced by high-tech SMEs
in Finland. There is a considerable amount of research dedicated to the growth, however, the
field is very fragmented. Literature review revealed that each theoretical perspective has its
own unique take on the subject. Surprisingly enough, many of the assumptions intercept due
to the fact that they adapt quite identical theoretical models and treat them as their own.
Since there is no dominant theory to describe SME growth within this work theoretical lenses
are applied as they fit.
Primary data for a qualitative analysis was gathered from five semi-structured interviews,
two of which were conducted with market experts and three with representatives of small
and medium-sized high-tech ventures from Finland. Results of data analysis with CAQDAS
NVivo supported an assumption that factors affecting SME growth can in fact be classified
into four groups: management strategies; characteristics of the entrepreneur;
environmental/industry specific factors; and the characteristics of the firm. Though
according to findings perceived importance of some classes outwaited the others.
Empirical findings suggest that the most onerous growth barriers for high-tech SMEs from
Finland are related to human resource management and financial inadequacy. In association
with entrepreneurial characteristics, lack of managerial and industry experience of top
management were found oppressive. Strategically it seems that companies are in need to
find equilibrium and avoid concentrating only on one particular strategy. Peculiarly,
environmental factors did not get substantial support neither by experts nor the high-tech
SMEs and several interdependencies among other factors were revealed. The shortcomings
of theoretical approaches in explaining both phenomena have led to exploration of
contingency model that in turn revealed major opportunities for further development within
the field.
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1
1.1

INTRODUCTION
Background of the study

Growth of a firm has relatively recently become a central topic in business related
research. There is a wide spectrum of research dedicated to the growth of small and
medium-sized enterprises (SMEs), however, the field is very fragmented. Scholars
have not yet arrived at a consensus on the obstacles to growth of SMEs either
(Brännback, 2014).
Yet, the role of SMEs in socio-economic development of any country is crucial. They
are the backbone of the economy and productive drivers of employment, exports,
innovations and entrepreneurship in general. Many countries have already recognized
the power of SMEs and are taking measures (Beaver, 2003; Gupta et al., 2013; OECD,
2017, 2018). However, probably with the prolonged impact of the 2007-2008 global
crisis, it seems that these companies still continue to struggle. Small and medium sized
companies took the hardest hit, which has influenced on the widening of gap between
them and large corporations (OECD, 2017).
There are total of 286,042 enterprises in Finland (2018 figures, excluding agriculture,
forestry and fishing), of which 99.8% are SMEs employing fewer than 250 people. Of
all private-sector employees, 65% work for SMEs. These enterprises generate about
58% of the combined turnover of all Finnish businesses. SMEs are responsible for over
16% of Finland’s export revenue. (Yrittäjät, 2020) Finnish government has early on
recognised the significance of SMEs. Currently, there is various monetary support that
is granted for example for labour costs at start-up and growth stages, for development
of company’s competitive advantage, internationalization activities, product and
production development, management and marketing activities (TEM 2019; Finnvera
2019). Small enterprises with moderate turnover also can gain tax concession
(Verohallinto 2019). However, the proportion of entrepreneurs in Finland is still below
the EU and OECD average. Moreover, the growth rate of newly created small
enterprises is significantly low (OECD 2019).
Most companies start small and stay that way (Brännback, 2014). For the majority of
entrepreneurs who establish firms, growth may not be such a compelling goal. They

4

may have no desire to create a huge corporation, go public, or even hire lots of people.
However, there is a certain group of companies that even when Europe’s economy is
stuck in stagnation with growth flatling at 0.2% (as of Q3 2018), able to grow at least
five times faster. In Europe high technology (high-tech) sector has been
outperforming. For example, within the past decade there has been 13 times increase
in the number of companies scaling to a valuation of more than 1 billion us dollars
with 43% of these companies scaling without rising venture capital (State of European
tech, 2019). At a macro-level the European technology sector is booming, and it looks
like this motor will only become more powerful. From the academic perspective this
phenomenon is very attractive since impediments to growth are often not effectively
identified and solved (Dobbs and Hamilton, 2007). However, there is a clear research
gap as many of previous empirical studies on growth of SMEs (e.g. Chawla et al.
(1997), Weinzimmer (2000); Pasanen (2003, 2007) or Bouazza et al., 2015) were
conducted in multiple industries and in diverse markets without clear focus.
A lack of empirical and statistical research together with relatively supported findings
on SME growth has encouraged the author to investigate the topic. There is a clear
need of a systematic study on obstacles, which SMEs experience as they grow. It will
provide a basis for linking those obstacles to strategic solutions that can eventually
lead to organizational growth and overall development of economic system. The
decision to focus on privately held high-tech SMEs was because of an identified
research gap and personal interest of the researcher.

1.2

Literature review

In an attempt to establish a preliminary theoretical framework for empirical research,
this literature review chapter examines earlier works related to growth of enterprises.
As the concept is fairly new, each of the perspectives took a stand to define growth.
Looking at the development of the academic research in the area seems that none of
them came to an agreement on the subject.
Almost a century ago, in 1931 to be precise, Robert Gibrat based on his observations
of such phenomena as of skewed distributions in different areas of economics (e.g.
income) developed a theoretical model to measure the relationship between firm
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original size and its rate of growth. The “Law of Proportionate Effect” or in other
words Gibrat’s Law, states that firm growth is independent of its initial size (Gibrat,
1931). However, there are several studies the results of which challenge Gibrat's Law,
especially the early studies by e.g., Hart and Prais (1956). Evidence from multiple
researches even contradicts to the fact that there is positive relationship between
growth and sized, meaning that novice firms may grow faster than larger firms e.g.,
Evans (1987) and Pasanen (2007).
Almost three decades later, another valuable impact on the development of the field
was made by Edith Penrose (1959). In her book, “The Theory of the Growth of the
Firm” she shared very strong assumptions on firm growth and a successful rate of
growth. She suggested that companies are comprised of internal and external resources
that help them to realise their competitive advantage and foster growth. According to
Penrose, firm size is inferior to the growth process, whereas firm growth is determined
by the effective and innovative managerial resources within the firm. She further
justified that level of expertise of human resources and management is a driving force
of enterprise growth. Therefore, purposeful negligence of these factors leads to a
complete loss of competitive advantage, stagnation and in general business failure.
Scholars have used a variety of approaches to identify the factors affecting the growth
of small firms, however there is clear inconsistency within the studies. According to
Coad (2009), the growth of small firms is a completely irrational phenomenon. Even
though rates of new enterprise establishment are booming, a large number of these
entrants are expected to cease to exist very soon after the inception. Bartelsman et al.
(2005) based on analysis of the post-entry performance of new ventures in seven
OECD countries, discovered that about 20 to 40 percent of the firms fail within the
first two years, while less than a half survive beyond the seventh year. One of the
failure reasons was that throughout time these companies come across a number of
obstacles.
Following Penrose’s (1959) footsteps empirical studies on factors affecting the growth
of SMEs roughly divided them into two groups: internal factors of the firm and
external factors (for example, Hay and Kamshad, 1994; Bartlett and Bukvic 2001;
Perenyi et al. 2008; Lee, 2014; Bouazza et al. 2015). It seems that there are certain
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tendencies among exploited growth variables. In this research we will follow the
traditional classification system, as long as it appears to be applicable.
External Factors
External factors that are beyond of SME control and have an effect on the growth of
SMEs can be summarized as following:
a. Legal and Regulatory Framework
According to findings of Hay and Kamshad (1994), an unfavourable business
environment has an adverse effect on SME growth. Bouazza et al. (2015) found that
unfair competition is one of the major barriers to the growth of SMEs in Algeria. In
transitional economies Bartlett and Bukovic (2001) established that a complicated tax
system and suppressive regulations heavily hamper small firms’ growth. Whereas
Hashi and Krasniqi (2011) identified that corruption tends to facilitate hostile
competitive environment.
b. Access to Finance
Several studies argued that lack of access to external financing is the main oppressive
influencer on the performance of SMEs (Bartlett and Bukovic, 2001; Dobbs and
Hamilton, 2007; Brännback, 2014; Bouazza et al., 2015). According to Bartlett and
Bukvic (2001), financial institutions are being very cautious when providing loans to
SMEs, and SMEs are usually charged with comparatively high interest and collateral
coupled with loan guarantees. Bouazza et al. (2015) discovered that loan policies and
collateral requirements discourage firms from obtaining loans from banks. In
agreement with Bartlett and Bukvic (2001) and Lee (2014), Wang (2016) presented
empirical support to the fact that in both developing and developed countries, small
firms have less access to external financing, which in turns limits small firms in their
development, therefore growth.
c. Human Resources
Shortage of qualified human resources form another significant obstacle for the growth
of small firms. According to Dobbs and Hamilton (2007), firms with a skilled and
well-educated workforce are perhaps more efficient. Chawla et al. (1997) also agreed
on that fact. They further suggested that well-educated and skilled human resource
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capacities substantially affect the success of SMEs, meaning that low human resource
capabilities should be seen as a major threat to the development of SMEs (Hay and
Kamshad, 1994; Bartlett and Bukovic, 2001; Lee, 2014; Bouazza et al., 2015).
Internal Factors Affecting SMEs
Growth of SMEs is not only related to the industry and business environment aspect.
It also is influenced by the firm internal factors and many more key strategic factors,
which can be summarized as follows:
a. Characteristics of Entrepreneur(s)
Entrepreneur characteristics have been extensively studied, with diverse results on
their impact on small firm growth. On one hand, several studies confirmed that there
are those characteristics that have positive and significant relationship with small firm
growth. On the other, it was argued that lack of certain qualities has the opposite effect
(see e.g., Chawla et al. 1997; Moy and Luk 2003; Pasanen 2003, 2007; Lee 2014; Kor
et al. 2016). Few perspectives explored the mindset and personality of the
entrepreneur, while others have looked at it from the viewpoint of the entrepreneur’s
education, family background, and capability (Chawla et al. 1997; Moy and Luk 2003;
Pasanen 2003, 2007; Dobbs and Hamilton 2007; North et al. 2014; Wang 2016). A
third group of scholars has considered the personal role of the entrepreneur and his
growth motivators (Dobbs and Hamilton, 2007; Pasanan, 2007). Many more aspects
have been examined regarding the characteristics of entrepreneurs, such as age and
gender, educational background, cognitive and motivational reinforcements,
experience, risk evasion, and innovativeness (Dobbs and Hamilton, 2007).
b. Managerial Capabilities
Several studies have regarded the managerial capabilities of a top management team
as key factors for small business growth (Penrose, 1959; Pasanen, 2003, 2007;
Bouazza et al. 2015). According to Pasanen (2003) management qualities are sets of
experience, skills, and competencies that can make the small firm more efficient. Kor
et al. (2016) noted that a shortage of skilled top management team is one of the main
challenges faced by SMEs today.

8

c. Marketing Skills
According to Bouazza et al. (2015) the lack of marketing skills has a negative impact
on the success of small businesses. Kazanjian (1988) research revealed that marketing
limitations together with strategic positioning and human resource factors were to a
greater extent more dominant than other factors in all stages of development of SMEs.
d. Technological Efficiency
Technological capabilities, according to Brännback et al. (2014), benefit SMEs in
several ways: they enhance SME efficiency, reduce costs, and broaden market share,
both locally and globally. They also established that countries with high levels of
technological growth tend to have high levels of entrepreneurial growth. Lee (2014)
argued that innovativeness and technological sophistication adopted by SME can
determine more rapid phase of growth. Whereas, North et al. (2014) pointed out that
low technological capabilities hinder and discourage SMEs from reaching their full
potential.

Above literature review clearly asserts that the growth of SMEs is dependent on a
range of internal and external factors. However, there is no clear understanding or
specific theory as to whether an SME will sustain or grow, succeed or fail. Scholars
have put forward a number of factors concerning the important elements of the
growing firm. Dobbs and Hamilton (2007) for their research have reviewed 34
empirical studies published since the mid 1990s, which have featured over thirty
independent variables. So far, the evidence points towards a complex set of interrelated
factors that affect small business growth.

1.3

Research questions

The main objective of the present study is to assess empirically the dominant obstacles
associated with SME growth in particular by high-tech companies. The research will
assist in outlining main factors limiting growth perceived by managers of the hightech SMEs from Finland also compared to the assessment of market-experts. Findings
will contribute both to management practices and literature advancement on the topic.
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In order to get an extensive view over the subject a research question was formulated:
RQ: What are the barriers to growth that high-tech SMEs face?
To help answer the research question four sub-questions were defined:
SQ1: What are the main theoretical views and how they differ on explaining
SME growth?
SQ2: What are the factors of growth proposed by the dominant theories and
empirical research?
SQ3: How can these factors be categorized?
SQ4: Which of these factors/categories influence negatively the growth from
the point of view of high-tech SMEs?
SQ5: Which of these factors/categories influence negatively the growth from
the point of view of market experts?

1.4

Theoretical framework

The theoretical framework of this study is presented in Figure 1 below. From the
illustration, it is clearly seen that the study focuses on SME growth and factors
hindering growth. First, understanding SME growth from different theoretical
standpoints is crucial. Second, the study focuses on reviewing the growth affecting
factors from a large perspective. Preliminary it is assumed that there are certain factors
that have an influence on growth and these factors can be classified into two groups:
internal and external. Then, the study focuses on reviewing the factors with negative
effects on growth, meaning barriers or obstacles to growth.
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Figure 1 Preliminary theoretical framework

1.5

Key concepts

Small and medium-sized enterprises (SMEs)
Small and medium-sized enterprises do not have a standard international definition.
They are defined differently in the legislation across countries, in particular because
the dimension “small” and “medium” of a firm are relative to the size of the domestic
economy. The main factors determining, whether an enterprise is an SME, are
(European Commission, 2019):
1. staff headcount, or
2. turnover
For the purposes of this study, we will refer to SMEs as the firms employing up to 249
persons with a turnover less or equal to 50M €, with the following breakdown: micro
(1 to 9; turnover ≤ 2M €), small (10 to 49; turnover ≤ 10M €) and medium (50-249;
turnover ≤ € 50M) (Table 1. European Commission, 2019).
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Table 1 SMEs by European Commission (2019)
Company category

Staff headcount

Turnover

Medium-sized

< 250

≤ € 50 m

Small

< 50

≤ € 10 m

Micro

< 10

≤€2m

SME growth
How growth is defined and measured is not always precise. There are many different
measures of firm size. More traditional indicators are employment, total sales,
turnover, profit, market share or total assets. The less conventional ones are such as
‘acres of land’ or ‘head of cattle’ (Coad, 2009).
For much of the government policy research in particular, growth is measured in terms
of development in employment (Brännback, 2014) However, government policy has
also been concerned with the contributions of SMEs to economic growth and
competitiveness. From the entrepreneurs’ point of view growth in employment can
hardly be stated as a goal, therefore small business growth has also been measured by
the growth of sales and turnover (Coad, 2009; Dobbs and Hamilton, 2007; Brännback,
2014).
In this study we consider growth in terms of two indicators: employment and turnover.
The use of multiple measures is likely to provide a more through picture of empirical
relationships as well as provide a way to assess applicability of any theoretical model.
Moreover, information on both factors is publicly accessible in Finland.
Internal factors
Factors internal to the firm that comprise of phenomena existing within the firm
(Penrose, 1959; Perenyi et al. 2008; Brännback, 2014; Lee, 2014; Bouazza et al.,
2015).
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External factors
External factors originate from the business environment that the SMEs cannot control
(Penrose, 1959; Perenyi et al. 2008; Brännback, 2014; Lee, 2014; Bouazza et al.,
2015).

1.6

Delimitations

The subject of SMEs growth obstacles will be investigated only in the context of hightech Finnish SMEs. There is a concrete research gap within the academic research
mentioned above that is very appealing to the investigator. All company cases will
come from a personal network of the researcher as the author has access to a pool of
high-tech entrepreneurs.
Only SMEs that aimed to grow in coming years either in turnover or by employment
were accepted as the study is concerned with impediments to growth not the attitudes.
Moreover, companies had to show positive development in employment or turnover
within at least the past 2 years. Further, the operational age of SMEs was limited in
between 2-5 years to understand the growth process and delineate barriers to growth
faced by established SMEs, rather than investigating the barriers to survival
encountered by aspiring entrepreneurs.
The researcher chose to apply several theoretical lenses, however given the complexity
of the task at hand, few angles were deliberately left out e.g. Schumpeterian growth
theory (see Brännback 2014). Yet awareness of their existence is imperative.

1.7

Research methodology

Theoretical foundation of the thesis is structured around existing literature review on
SME growth, factors affecting the growth and classification system of such factors.
The literature was collected from academic books, journals and dissertations.
Primary data for a qualitative analysis was gathered from five semi-structured
interviews, two of which were conducted with market experts and three with
representatives of small and medium-sized ventures from Finland. Having two groups
of respondents was an intentional research design choice in order to get a thorough
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understanding of such complex issue as growth and to provide critical and informative
results. Moreover, names of interviewees and company names were not mentioned in
order to keep the responses confidential and to mitigate interviewee bias (Saunders et
al., 2009).
According to Yin (1994), having five cases is within a good range of cases to upraise
credibility and replicability of results. Accordingly, this number should be enough to
enhance external validity. Application of case study research method was due to the
fact, that there is fragmented knowledge of the phenomenon such as high-tech SME
growth. Multiple-case study approach was chosen also to enhance replication of
empirical results. The accuracy and generalizability of analytical conclusions derived
from multiple cases are more assertive (Yin, 1994; Saunders et al., 2009).
Interview data was transcribed and analysed with the help of NVivo, a ComputerAided Qualitative Data Analysis Software (CAQDAS). Use of CAQDAS makes
analysis more rigorous and enhances effectiveness and transparency of qualitative
research (Miles and Huberman, 1994).

1.8

Structure of the thesis

The Master’s thesis consists of five parts which are divided into five chapters. It begins
with an introductory chapter discussing background of the study and establishing the
research questions along with the theoretical framework and key concepts of the study.
Further, delimitations and methodology of the study are addressed briefly.
The work then continues with the literature review on the subject in Chapter 2. The
chapter is sectioned into four sub-chapters that are planned so that first we discuss a
bigger issue at hand, such as SME growth through lens of multiple theoretical
contributions. Then with the progression of the discussion we narrow down to factors
affecting SME growth and their classification. This chapter is concluded with a new
proposition for theoretical framework.
Research methodology is described and discussed in Chapter 3. Where the case study
research method, data collection and analysis processes are introduced. Followed by
Chapter 4 that introduces the case companies and presents the research results. Results
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are discussed in light of the sub-questions and further reflected by main research
question.
Chapter 5 introduces the conclusions of the study. It provides theoretical implications
together with managerial implications and suggestions for future research. Limitations,
reliability and validity of the study are also discussed in the final chapter.
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2

SME GROWTH

2.1

Theoretical contributions on explaining SME growth

Growth of the firm has relatively recently become a central topic in business related
research. Each of the perspectives took a stand to define growth. However, looking
back at the development of academic research in this area it seems that none of them
came to a consensus on the subject.
On the fundamental level it is clear, growth of the companies is highly attractive. It
promotes economic growth and creates new jobs that are supported by the
governments all over the world. To understand growth, in particular the growth of
SMEs, and decide on an angle at which we look at growth for the purposes of this
study, we examine major approaches emerged throughout the time.
Each of the perspectives discussed below has its own particular view based on the lens
they are looking through. However, surprisingly enough, many of their assumptions
intercept due to the fact that they adapt quite identical theoretical models and treat
them as their own. The purpose of this study is not to identify roots of these concepts,
but to learn from them. This chapter reviews the theory associated with the subquestion 1 of the thesis.
2.1.1

Law of proportionate effect

In 1931 Robert Gibrat introduced a theoretical model to measure the relationship
between firm initial size and its growth phase. By common interpretation, the “Law of
Proportionate Effect” or in other words Gibrat’s Law, states that firm growth is
independent of its original size. The paradigm emphasizes the linear nature of firm
growth (Gibrat, 1931).
Gibrat’s has based his work on observations of skewed distributions in different areas
of economics, e.g. wage. He proposed that the distribution of the firm’s size is
lognormal. Therefore, he further argued that firm’s absolute rate of growth can be
presented by a random variable whose mean was proportional to the firm’s size. If the
variable is transformed with an appropriate function, it could be seen that the
transformation generated a normal distribution (Gibrat, 1931).
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In general, the law was rejected, results of several studies challenge it, especially the
early studies by e.g., Hart and Prais (1956). Evidence from multiple studies even
contradicts to the fact that there is positive relationship between growth and sized,
meaning that novice firms grow faster than larger firms e.g., Evans (1987) and Pasanen
(2007).
2.1.2

Strategic management and theory of the growth of the firm

Strategic management is an act that thoroughly defines the process of managing the
internal and external activities of an organization to obtain the goals of the organization
over a given period (Weinzimmer, 2000; Pasanen, 2003, 2007). Organizations
therefore set up strategies and implement them to ensure a higher productivity in
achieving their goals. Growth and management of growth has been a major research
topic for a long time within strategy, where scholars assume that growth is the key
objective for any firm (Lumpkin and Dess 1996; Weinzimmer, 2000; Dobbs and
Hamilton, 2007; Pasanen, 2003, 2007; North et al. 2014). Therefore, firm growth is
much affected by strategy. Where, strategy involves making choices along a number
of dimensions. It also is represented by deliberate individual actions and businessrelated decisions. (Pasanen, 2003).
In 1959 Edith Penrose made a substantial impact on strategic management research.
In her book “The Theory of the Growth of the Firm” she offered very strong principles
governing the growth of firms and the rate at which firms can grow successfully. She
is one of the first scholars who paid proper attention to the growth of the firm on its
own. She suggested that firms are a bundle of internal and external resources that help
a firm to grow and to realize their competitive advantage. Her work subsequently has
become one of the fundamental concepts of firm growth and particularly influential in
building the Resource Based View (RBV) of the firm within strategy and
entrepreneurship, outlined two decades later (Penrose, 1959; Kor et al. 2016).
According to Penrose, firm size is inferior to the growth process, whereas firm growth
is determined by the effective and innovative managerial resources within the firm.
She further explained that the access of top managerial and technical talent acts as an
accelerator to a firm’s growth. Therefore, purposeful negligence of these factors leads
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to a complete loss of competitive advantage, stagnation and business failure. (Penrose,
1959; Kor et al. 2016)
Within the management field RBV of the firm was presented as an alternative view,
or an enhancement, of the five forces model introduced by Michael Porter in 1979
(Pasanen, 2003, 2007). His views were based almost exclusively on his understanding
of strategy within existing large firms. Unfortunately, a common assumption in both
Penrose’s and Porter’s theories is that strategy is not dependent on firm size. That is
why a large proportion of existing research on the growth and strategy has been mainly
focused on large corporations or on new ventures that are public, venture capital
funded, or with recent initial public offerings (IPOs). Rather than looking into existing
SMEs and the factors behind their longevity and growth (Weinzimmer, 2000; Pasanen,
2007).
Only a decade later, though, one of the great deceptions about capitalism - the belief
that large firms were the real drivers of an economy - was debunked. This shifted
attention of academics and policy makers to looking at growth in small firms (Hay and
Kamshad 1994; Lumpkin and Dess 1996; Chawla et al. 1997; Weinzimmer 2000;
Pasanen 2007; Brännback 2014; North et al. 2014).
2.1.3

Firm life cycle to firm growth

Scepticism that surrounds classic economic theory of firms’ growth proposed by
Robert Gibrat (1931) supports the applicability of non-linear approaches, such as the
life cycle theories, where growth is the basic dimension of the models (Dobbs and
Hamilton, 2007; Perenyi et al., 2008; Levie and Lichtenstein, 2010). These theories
are built on the biological analogy suggesting that firms change/grow over time like
living organisms.
In contrast to linear managerial theories, these stochastic theories include a wide range
of influential factors, in agreement with RBV. Several versions of an organizational
life cycle have been proposed from ones introducing three stages to those with as many
as ten (Pasanen, 2003; Dobbs and Hamilton, 2007; Perenyi et al., 2008; Levie and
Lichtenstein, 2010; Brännback, 2014). Although there are assertive differences
between models, there is for sure a common set of features such as associated activities
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and structures with each stage (Chawla et al., 1997; Levie and Lichtenstein, 2010;
Brännback, 2014).
As an example, Larry Greiner (1972) introduced a five-stage model of organization
development as a life cycle model, in which organizational change proceeds in stages
during which members must solve specific problems. His approach is quite similar to
other scholars e.g. Robert Kazanjian (1988). In most proposed models the growth of a
firm over a period of time is dependent on the interaction of a number of internal and
external forces. Hence, the nature and timing of a firm's growth is a consequence of its
own unique circumstances (Chawla et al., 1997; Levie and Lichtenstein, 2010;
Brännback, 2014).
Four-stage model by Kazanjian’s (1988), mentioned above, has a more significant
influence from the perspective of this study in a sense that it is focused on technologybased new ventures. The influence that technology plays sets these new ventures apart
from the rest. Moreover, Kazanjian (1988) refers to dominant problems that arise from
issues experienced in the technological development, funding, marketing, and
manufacturing of the product itself. He takes into account the role of industry and other
situational variables. Whereas Greiner (1972) identifies a crisis arising internally from
social interactions amongst personnel (Kazanjian, 1988). These are few important
differences that set two models apart.
Contrary to discussion above, several reviews findings imply that the growth of firms
is not as heavily constrained into stages. But it rather takes on a form or patterns of
strategy structure and environment that may emerge for any number of reasons. And
one should not classify life cycle theories as deterministic but use them more as
descriptive (Moy and Luk, 2003; Dobbs and Hamilton, 2007; Levie and Lichtenstein,
2010; Brännback, 2014). The company's growth may halt at any of the stages for
several years and it is possible to move back to previous growth stages. Further, most
of the models, unfortunately, do not attempt to explain what causes a business to grow
or decline. Rather, they are concerned with how a small business adapts internally in
order to continue its development (Levie and Lichtenstein, 2010; Brännback, 2014).
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2.1.4

Growth entrepreneurship

Historically, entrepreneurship, as a concept, was widely recognized, evidence points
to the term being formed in the Middle-Ages. However, interest in studying and
teaching entrepreneurship is a relatively new academic discipline. Revelations about
the contribution of entrepreneurial firms came only recently (Brännback, 2014).
Together with the fact that these firms are often best positioned to take advantage of
opportunities associated with an increasingly dynamic environment have generated
more interest in studying them. While, the topic of growth was researched for a long
time within strategy where scholars assumed that growth is the key of any large firm,
only in the late 1980s it has emerged as a research topic by entrepreneurship scholars
(Pasanen 2003; Brännback, 2014).
Within entrepreneurship research some believe that growth is what really differentiates
an entrepreneurial firm from a small business (Brännback, 2014). Still, growth may
not be the driving goal for many who start a firm, but rather a consequence of achieving
other goal(s) (Pasanen, 2003; Dobbs and Hamilton, 2007; Levie and Lichtenstein,
2010; Wright and Stigliani, 2012; Brännback, 2014). To date, a lot of attention has
been devoted to investigating and understanding the reasons surrounding how much
firms grow, as well as why some firms (especially new ventures) grow more than
others. Where growth of the firm is seen as a reflection of the individual-level
decisions made in that firm (Pasanen, 2003).
From its conception entrepreneurship research has put a significant emphasis on the
growth variables relating to the individual. Where, the majority of the literature on
SMEs treats a small business and entrepreneur interchangeably (Levie and
Lichtenstein, 2010; Hashi and Krasniqi, 2011; Brännback 2014). Though, already in
1959 Edith Penrose highlighted those factors related to “human motivation and
conscious human decision” (1959, p. 2). Nevertheless, as most studies of strategic
management, entrepreneurship has also been criticized to focus narrowly on
investigating a very limited set of variables (Pasanen 2003, 2007; Dobbs and Hamilton,
2007; Wright and Stigliani 2012). Considering the fact that SME growth is a highly
complex issue, it becomes the concern not only of entrepreneur, but also of other
stakeholders such as employees, investors, policy makers, strategic partners, etc.
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Nevertheless, based on the results of substantial amount of studies there is support to
the fact that entrepreneurship really depends on the context in which it occurs. Where
contexts clearly vary across time and place, countries, institutions and organizations,
political systems and cultures. Thus, environment and time play a critical role in any
actions taken by an entrepreneur, as well as growth pursue (Brännback 2014).
Entrepreneurship research has encouraged other perspectives not only take into
consideration individuals’ influence on the development of the firms, but also consider
the influence of entrepreneurship or entrepreneurial features on performance
(Lumpkin and Dess 1996). For instance, as a field of strategic management developed
it shifted its emphasis on entrepreneurial processes - “the methods, practices and
decision-making styles managers use to act entrepreneurially” (Lumpkin and Dess
1996, p.136), as a part of strategic-choice perspective.

The above discussion of growth from the perspective of different fields and theories
clearly shows that the growth of the firm is affected by many factors and there is no
dominant theory to describe it. Thus, within this work we apply theories as they fit.

2.2

Factors affecting SME growth

This sub-chapter outlines main empirical studies of factors that have an effect on SMEs
growth, chosen particularly for this research purposes. Among other things, the
methodologies, sample and results are defined. It then follows by another sub-chapter
that is related to discussion on the classification of the growth factors. Both subchapters review the theory associated with the sub-questions 2 and 3 respectively.
According to several literature reviews on the topic of SME growth, conducted
throughout past decades e.g. Dobbs and Hamilton (2007), Levie and Lichtenstein
(2010), Wright and Stigliani (2012) the growth of small firms is a completely irrational
phenomenon. Entry rates of new firms are high. However, a substantial amount of
these start-ups can be expected to disappear within a few years. Bartelsman et al.
(2005) conducted an analysis of the post-entry performance of new firms in seven
OECD countries. Their results revealed that about 20 to 40 percent of the firms fail
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within the first two years. Further, less than a half of those companies survive beyond
the seventh year. One of the failure reasons is that they come across a number of
obstacles over time.
Scholars have used a variety of approaches to identify the factors affecting the growth
of small firms, however there is no consensus found in previous studies. This may be
explained, at least to some extent, by differences in research designs, theoretical
perspectives used, practical application of variables and different limitations of the
studies. Some potential factors may have not been even taken into account in the
research, for instance. Dobbs and Hamilton (2007) for their research have reviewed 34
empirical studies published since the mid 1990s, which have featured over thirty
independent variables.
It seems that there is also a great number of empirical studies that evaluate firm
performance from the perspectives of success and/or failure factors (Chawla et al.
1997; Pasanen 2003; Anggadwita and Mustafid 2014). Analysis of literature
conducted for this study, revealed that emphasis on growth is a relatively new and is
seen as a major shift for academics in their assumptions about firm performance.
However, what makes it confusing to differentiate between the two, is that the
academic research literature treats performance and growth most of the time as the
same. And even within business, the term growth is most commonly associated with
successful performance (Chawla et al. 1997; Pasanen 2003, 2007; Brännback et al.
2014; Bouazza et al. 2015). While this study is not focused on small business success
nor failure, it was important to recognise those factors and some of them were taken
into consideration.
To date, the most attention has been devoted to exploring and learning the reasons
surrounding how much firms grow, as well as why some firms grow more than others
(Dobb and Hamilton 2007; Wright and Stigliani 2012; Brännback et al. 2014) Despite
the literature discrepancy, previous studies were able to identify several interesting
influencers of firm growth. Hay and Kamshad (1994) used a survey data from UK
instruments, printing and software SMEs. The goal was to explore the attitudes of SME
managers towards growth, to identify the strategies they pursue to achieve growth, and
to establish the main factors they perceive to be limiting their growth. They found that
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although most managers acknowledged to value growth, there was a difference
between non-owner managers and owner-managers objectives to grow. The latter were
less likely to pursue growth in general. Also, firms led by non-owner managers
appeared to be willing to take on riskier growth strategies than their counterparts. To
achieve growth the main strategies pursued by SMEs were identified as investing in
innovation, product ranges development, and internationalization. As the most
important constrain on the growth of SMEs, Hay and Kamshad (1994) singled out
intensity of competition, the roots of which are stemming from the recession. The
inability or unwillingness of management to deal with the increased administrative
overload arising from expansion was also identified as another critical obstacle.
Few decades later, following quantitative research Neil Lee (2014) also collected
evidence from UK SMEs on the barriers faced by companies. Yet for the purposes of
the study the researcher decided to differentiate and conduct a more inclusive study of
4 858 SMEs by looking into two sets of firms: the firms achieving high growth and
also those with the potential to do so. He stated that these are observationally similar
groups. His results suggest that high-growth firms perceive problems in six areas:
recruitment, skill shortages, obtaining finance, cash flow, management skills and
finding suitable office space. Whereas, potential high-growth firms experience
restrains by the economy, obtaining finance, cash flow and their management skills,
but are less likely to perceive regulation as an obstacle than other firms. Nevertheless,
the author concluded that these are not necessarily the reasons for the failure of studied
firms to grow rapidly. But they illuminate the perceptions of entrepreneurs.
Mika Pasanen (2007) examined factors affecting the growth of SMEs in Finland from
the strategy perspective. He made a distinction between companies in two different
contexts of growth strategies: organic growth SMEs and acquisition growth SMEs.
Over 55 variables formulated as verbal statements describing potential growth factors
were analysed. The perceptions of CEOs’ of their firms' growth factors were generally
similar in both groups of firms, but only one variable showed a statistically significant
difference. Good knowledge of products/services was valued more highly by
acquisition growth SMEs in contrast to their organic counterparts. Other less
meaningful differences were related to the scale of operation, firm age, founders, and
customer structures. The researcher concluded, despite some controversial facts found
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between the two groups there were more similarities with important implications.
There were no disparities in the indicators of the three strategic choices made by firms:
their international business, innovativeness, and interfirm cooperation. Moreover,
there was no difference in the performance between the two groups. From the analysis
Pasanen (2007) derived that the acquisition growth SMEs can be more entrepreneurial
than organic growth ones, even though the latter have traditionally been regarded as
entrepreneurial. He summarised that being aware of the factors affecting SME growth
and performance also helps in developing more successful strategies.
Bartlett and Bukovic (2001) carried out an extensive study of 173 small and medium
sized firms in all sectors (except agriculture) of the Slovenian transitional economy.
The first stage of the research involved a sample survey of SMEs, followed up by a set
of case studies of fast and slow growth firms. The key barriers identified in the sample
survey included factors linked to the institutional environment in particular
bureaucracy, and to external financial constraints including the high cost of capital.
The high labour taxes and lack of state support appeared at the top of the list, as well.
Overall, their findings indicate that major pressure on SMEs comes from outside of
the organization. Restraints that companies face are most likely outside of their control,
even in Slovenia, one of the more developed transition economies.
In their search for factors influencing the growth rate of small and medium-sized
enterprises in developing countries such as Algeria, Bouazza et al. (2015) analysed
data from the World Bank Enterprise Survey 2007-2012. Later results were compared
to other developing countries from the Middle East and North Africa (MENA) region
and member countries of the Organization for Economic Cooperation and
Development (OECD). The research revealed that the growth of SMEs in Algeria is
hampered by multiple interrelated factors, which include unfair competition from the
informal sector, overwhelming and costly bureaucratic procedures, inefficient tax
system, lack of access to external financing and incompetent human resources
capacities, to name a few. Moreover, entrepreneurial characteristics with low
managerial capacities, lack of marketing and technological skills within the
organization were identified as responsible for the unstable and limited growth of
SMEs in Algeria. However, Bouazza et al. (2015) concluded that there are certain
challenges that are common to almost all SMEs and should be studied further.
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Based on a three-year action research project with 124 SMEs in Germany North et al.
(2014) have identified drivers and obstacles of growth. As a result, they also developed
a methodology “Learning to grow” that was successfully applied in further learning
networks of SMEs in Germany, Spain, Argentina, Brazil and Peru. Survey analysis
and open dialogue with manager/owners of the surveyed companies singled out three
factors with high impact on the strength of a company’s growth: competence of the
employees, sound business strategy and a strong leadership. Further, these three factors
were proven to be closely linked, as manager/owners who cited leadership as a relevant
contribution to growth also mentioned strategy and competence of the employees as
highly related to growth. Researchers further referred to this connection as a
competence-based management approach. They concluded that SMEs practicing such
approach achieve higher performance in terms of growth and their responsiveness to
external changes and dynamics in society, including technology or markets, is
increased.
Robert Kazanjian (1988) is one of the first academics early on turned his attention to
technology-based companies in the context of growth and stages of growth. He found
support for relationships between stages of growth and dominant problems faced by
the companies. Results from data analysis of 105 firms, which self-categorized into
one of the four stages of business growth model proposed by the academic, suggest
that there is significant difference in problem ratings across growth stages of the
companies: 1. Conception and Development, 2. Commercialization, 3. Growth and 4.
Stability. Subsequently, Strategic Positioning, Sales/Marketing, and People factors
were to a greater extent more dominant than other factors in all stages. External
relationship factor was rated more dominant within the first two stages firms, whereas
organizational systems factor was critical at the latter stages. Sales and marketing
factor showed significance at the 3rd stage as problems associated with it were more
dominant for the companies at the Growth stage of their development. The strategic
positioning factor demonstrated essentially higher means for firms in stages 1 and 3.
Kazanjian (1988) argued that the dominant problems, their different level of influence
at each stage and the relations between them are valuable conceptual foundations. His
framework provided a useful basis for later research, like the one by Moy and Luk
(2003). The objective of their study was to assess empirically the dominant obstacles
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associated with distinct stages of SME development in Hong Kong applying
Kazanjian’s model. First, they were able to confirm the life cycle model proposed by
Robert Kazanjian (1988) that an organization follows a sequence of development
stages that could be distinctly segmented. Second, their results showed that in different
stages of the company’s development there exist different dominant obstacles that
should be taken care of in order to progress to the next stage. The most highly rated
obstacle to SMEs in Hong Kong was Competition, and the least highly rated obstacle
was Owner. Competition followed by People as the second most eminent obstacle,
which applied a consistent influence throughout all stages of development. Capital
factor influence built up most dramatically from Stage 3 to Stage 4. Each of the five
obstacles increased and decreased their influence at various stages, distinguishing a
significant non-linear relationship between obstacles and growth.
As it was mentioned above, to have a more profound understanding of factors affecting
growth of the companies, studies that concentrate on factors affecting the enterprise
performance were also given attention. In their study of small retail and
manufacturing/construction companies from the United States, Chawla et al. (1997)
evaluated perceptions of small business owner of critical success factors from the
perspective of organizational life cycle. According to their results, in relation to growth
of the firm, owner experience and knowledge as well as industry trend are more
important for a manufacturing/construction firms in early stages of their life cycle than
at a later stage. This was argued due to a lack of previous organizational learning,
substantial investment commitment and considerable reliance on the owner of the
company, placing emphasis on his experience and knowledge. Market knowledge was
found to be more critical for retail firms in the later stage of their life cycle than for
manufacturing/construction firms in the same life cycle. Nevertheless, for both
industries this factor was essential at the early stages, but with no significant
difference. This means that to go through all the stages of growth market knowledge
is critical, but there is a considerable impact of industry in the latter stage.
Mika Pasanen (2003) has conducted extensive research on factors affecting SME
performance in peripheral locations, in particular Eastern Finland, for his doctoral
dissertation. His analysis revealed that successful SMEs - “growth firms and those that
make significant impact on local and regional economies” - constitute a heterogeneous
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group with a broad range of characteristics. Though they still have common attributes.
All successful SMEs from the study identified factors relating to customer and supplier
relations, personnel, knowledge, flexibility, quality, planning and entrepreneur’s
personal contribution to be their success factors. The single most important success
variables were related to customer relations and personnel. According to the study,
there is a close relationship between factors causing a threat to successful enterprise
and failed enterprise. Failure of SME often seems to be related to the absence of
success qualities. It was also acknowledged that lack of strategic management is
strongly associated with SME failure. Though, lack of prior managerial experience
was the only factor characteristic of the failed SME. It seems that there was often one
initial reason triggering and causing together with other problems a downward vicious
spiral generating new problems for the SME, threatening its survival.

Literature review clearly established that the growth of SMEs is dependent on a wide
range of factors. However, clear understanding or a specific leading theory are
missing. Scholars have put forward a number of powerful factors concerning the
important elements of the growing firm. As part of literature review on the subject, 17
empirical studies were inspected, including those discussed above. A summary list of
growth factors described in the literature can be found from Appendix 4.

2.3

Classification of factors affecting SME growth

As it is seen from the previous sub-chapter, extant literature predominantly depicts
firm growth as the result of a rich array of factors. In their research, scholars tend to
investigate and apply those factors separately or as a group, depending on the
objectives. For instance, it has already been mentioned several times before, according
to Dobbs and Hamilton (2007) comprehensive literature review since mid 1990s there
were over 30 independent growth factors highlighted in 34 empirical studies. In turn
Mika Pasanen (2003, 2007) have identified 55 structured factors for his analysis.
Indeed, such dispersion imposes a clear need to categorise the factors accordingly.
There definitely exist certain tendencies among exploited growth variables. Several
classifications of the factors have been put forward and implemented in academic
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research. Traditionally, scholars (for example, Hay and Kamshad, 1994; Bartlett and
Bukvic 2001; Perenyi et al. 2008; Anggadwita and Mustafid 2014; Lee, 2014; Bouazza
et al. 2015) have narrowly limited growth factors to internal (firm) and/or external
(environment) contexts. Which presumably was adopted from Penrose’s (1959) view
on growth. Others yet set apart also strategic orientation/strategies chosen by the
company (Lumpkin and Dess 1996; Chawla et al. 1997; Weinzimmer 2000; Pasanen
2003, 2007; North et al. 2014) and/or entrepreneurial/management team characteristics
(Weinzimmer 2000; Pasanen 2003, 2007; Hashi and Krasniqi, 2011; Brännback et al.
2014; Wang 2016). Works related to life cycle models differentiate between stages of
growth (Kazanjian 1988; Moy and Luk 2003). Nonetheless, they argue that stage
transitions are sparked by factors internal to the firm.
Dobbs and Hamilton (2007) thorough literature assessment of small business growth
determined that variables emerged from empirical studies tend to fall under four
categories:

management

strategies;

characteristics

of

the

entrepreneur;

environmental/industry specific factors; and the characteristics of the firm. The
following sections provide an outline of the four categories.
2.3.1

Characteristics of the firm

Firm growth and development certainly are correlated to a match between firm
characteristics and an environment it operates in. It can be approached by several
theoretical perspectives, each taking into account at least partly different factors, with
different weights, and neglecting some other factors (Dobbs and Hamilton, 2007).
Company characteristics are based on its resources and capabilities. A good example
of the research streams sharing the same view аrе the RBV, with the reference to Edith
Penrose (1959), and life cycle perspective (Perenyi et al. 2008; Levie and Lichtenstein,
2010).
The strength and significance of firm level barriers is likely to vary with the size of the
firm. In particular, the characteristics of age and size have been the subject of much
investigation in the explanation of the growth process (Evans, 1987; Pasanen, 2007).
The general viewpoint is that increasing firm size leads to improved organizational
learning, rise of bureaucracy and structural change. This implies that as a company
becomes bigger, the antecedents of growth are likely to change because the levels of
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sophistication are different to those of a small company. The characteristic of age as a
determinant of small business growth follows similar principles to those mentioned for
size (Evans, 1987; Bartelsman et al., 2005; Pasanen, 2007; Perenyi et al. 2008; Hashi
and Krasniqi, 2011; Wang 2016).
An important set of barriers to growth in the literature is related to the whole issue of
human resource management (Chawla et al. 1997; Moy and Luk 2003; Weinzimmer
2000; Pasanen 2003, 2007; Anggadwita and Mustafid 2014; North et al. 2014;
Bouazza et al. 2015). Already in 1959 Penrose has determined that a firm's existing
human resources provide both an inducement to expand and a limit to its rate of
growth. Another, dominant antecedents of growth, in particular in high-tech industry,
are related to entrepreneurial and innovative features of the firm (Lumpkin and Dess
1996; Moy and Luk 2003; Pasanen 2003, 2007; Lee 2014). However, it is important
to note that empirical studies had difficulties in identifying any strong connection
between a company ́s innovativeness and sales growth for example. One of the reasons
is probably because it takes a longer time between the discovery and successful
commercialization of innovations.
It is worth mentioning that flexibility of resources is ought to increase the compatibility
between a company and its environment, and thus enhances the chances of high growth
(Pasanen 2003; 2007; Dobbs and Hamilton, 2007; Perenyi et al. 2008; Levie and
Lichtenstein, 2010). With flexibility and awareness, ventures can endure far longer
and in much greater variety than e.g. has ever been predicted by stages theory (Perenyi
et al. 2008; Levie and Lichtenstein, 2010). As a result, it is fundamentally important
for these businesses to anticipate changes in the environment that may influence their
operations and act accordingly in order to maintain their position and thus improve
their potential for growth (Dobbs and Hamilton, 2007).
Company specific limits to growth can be described as restricting factors. According
to Dobbs and Hamilton (2007) these restricting factors affect expansion plans and the
composition of the growth strategy. The knowledge accumulated in the firm limits its
growth as well.
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2.3.2

Environmental/ Industry specific factors

The environment carries needs and expectations, i.e. market opportunities, which a
company tries to respond to with its resources and capabilities. There are a number of
external constraints and opportunities that act as a foundation of the SME growth
process. Consequently, organisational growth can be partly explained in terms of these
environmental factors. The general environment is often described by the PESTEL
frame of political, economic, socio-cultural, technological, ecological and legal factors
which have an indirect relationship with firms.
Studies have shown that access to growth opportunities in the environment and to
resources directly influences the actual growth of the company (e.g. Hay and
Kamshad, 1994; Chawla et al. 1997; Bartlett and Bukvic 2001; Mambula 2002; Moy
and Luk 2003; Hashi and Krasniqi, 2011; Lee 2014; Bouazza et al. 2015; Mthimkhulu
and Aziakpono 2015). Environmental conditions become the central factor in

determining

organisational

growth.

Hence,

growth

is

a

function

of

environmental/industry selection (Lumpkin and Dess, 1996). This suggests that the
choice of environment is on some level more critical to growth than strategic choices
concerning behaviour within that environment (Hay and Kamshad 1994; Bartlett and
Bukvic 2001; Mambula 2002; Bouazza et al. 2015). In the short run, the extant markets
may significantly restrict firm growth, whereas in the long run, the firm can change
the markets or even create new markets for achieving growth.
Still, the influence of environmental factors may vary between environments, e.g.
industries and countries. In some environments a company may have fewer external
restrictions than it has in other environments and vice versa. For instance, fluctuation
of transitional economies (Bartlett and Bukvic, 2001; Hashi and Krasniqi, 2011) and
instability within developing countries (Mambula, 2002; Anggadwita and Mustafid,
2014; Bouazza et al. 2015; Mthimkhulu and Aziakpono 2015; Wang 2016) enhance
environmental forces and intensify dependency of companies on them.
A number of environmental pressures were identified in the current literature. It is
evident that entrepreneurs operate in an environment where various stakeholders have
an influence on the company. On the demand side, variations in the size, scope, and
elasticity of a firm’s local market is expected to affect a firm’s opportunity for growth
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(Kazanjian 1988; Chawla et al. 1997; Moy and Luk 2003; Pasanen 2003, 2007). On
the supply side, variations in the cost and availability of resources also have a dramatic
influence (Chawla et al. 1997; Mambula, 2002; Moy and Luk 2003; Pasanen 2003,
2007; Bouazza et al. 2015). A key determinant behind these supply and demand side
variations is, by all means, a level of competition within the marketplace (Hay and
Kamshad 1994; Moy and Luk 2003; Bouazza et al. 2015). Lack of access to external
financing in both developing and developed countries, and availability of qualified
human resources leads small firms to be more restrained in their operations and growth
compared to large firms (Bartlett and Bukvic, 2001; Mambula, 2002; Moy and Luk
2003; Hashi and Krasniqi, 2011; Lee 2014; Mthimkhulu and Aziakpono 2015; Wang
2016), to name a few.

2.3.3

Characteristics of the entrepreneur/ manager

Both the environment and company structure are enacted to embody the meanings and
actions of individuals. Entrepreneurs/managers are seen to perform a proactive role
since their choices are considered to be sovereign and their actions are viewed as forces
that shape the business world. Already in the late fifties Penrose (1959) proposed that
firm growth is dependable on the availability and quality of managerial resources. In
case of small firms such shift is particularly important, since entrepreneurs tend to
either fill the management role themselves or maintain a high level of control and
oversee business operations. As such, their influence is seen to have a major impact
on the growth orientation and performance of the business ( Chawla et al. 1997;
Weinzimmer 2000; Moy and Luk 2003; Pasanen 2003, 2007; Dobbs and Hamilton
2007; Perenyi et al. 2008; Lee 2014; Anggadwita and Mustafid 2014; Bouazza et al.
2015; Kor et al. 2016)
With the rise of entrepreneurship research, entrepreneur characteristics have been
extensively studied, with diverse results on their impact on small firm growth. Several
studies confirmed that there are distinct characteristics that have positive and
significant relationships with small firm growth while other studies found connections
to be insignificant (Chawla et al., 1997; Moy and Luk, 2003; Pasanen, 2003, 2007;
Dobbs and Hamilton, 2007; North et al., 2014; Wang, 2016). Some looked at the
mindset and personal traits of the entrepreneur/manager, while others have looked at
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it from the perspective of the entrepreneur/manager’s education, family background,
and competencies. A third group of scholars has considered the personal role of the
entrepreneur/manager and his/her growth aspirations. Even size of a founding team
has been examined with compelling results (Dobbs and Hamilton, 2007).
Many aspects have been explored regarding the characteristics, such as age, gender,
motivation, experience, educational background, skills, risk-taking propensity, ability
to learn/unlearn, stress resistance and imagination to name a few. Whilst many of them
could be shown to contribute to growth in one or more empirical studies, no single
factor appeared to make a dominant contribution.
2.3.4

Strategic orientation/ management strategies

In addition to the importance of favourable firm internal conditions, the strategies
should be compatible with the environmental conditions. Company growth is much
affected by its strategic orientation that match enterprise’s resources to its changing
environment (Pasanen, 2003). In general, firms may follow an active, market creating
strategy, or, as it is usually the case, they have to adapt to the changes in their
environment. That aside in the entrepreneurship and strategy literature, beliefs and
characteristics of powerful individuals in organizations are thought to have also an
evident impact on the initiation of strategic change and organizational growth (Dobbs
and Hamilton, 2007). Hence, managing growth is a major strategic issue for a growing
SME.
Number of studies have suggested that strategy is the most important determinant of
SME growth (Lumpkin and Dess 1996; Chawla et al. 1997; Weinzimmer 2000;
Pasanen 2007; North et al. 2014). What has been referred to as the strategic
orientation/management strategies of small business growth, focuses on the
identification of the entrepreneur-manager’s policies and strategies for the operation
and development of the business. And the subsequent translation of such policies into
managerial actions. Hay and Kamshad (1994) in their survey of UK SMEs found out
that investment in product innovation is the single most dominant strategy for growth.
Whereas, North et al. (2014) and Pasanen (2007) argued that market orientation is the
way to grow and SME. Yet, none of the empirical studies presented solid argument or
a support of particular strategic path that either hinders or advances the organizational
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growth. Majority though agreed that sustainable and sound business strategy is
fundamental (Chawla et al. 1997; Moy and Luk 2003; Pasanen 2003; Anggadwita and
Mustafid 2014; North et al. 2014).
Sustainability within a turbulent environment as high-tech is very different from
traditional perspectives. Write and Stigliani (2013) advocate that management of small
high-tech firms is mainly an adaptive process. It is concerned with controlling the
operating environment and manipulating limited amount of resources. Further,
adaption to the changing demands of environment as quickly as possible and constant
design of suitable tactics for mitigating the consequences of any changes is quite
necessary. In addition, the realization of plans is not always straightforward. However,
small business strategies are often informal and lay on intuition of the management
(Write and Stigliani, 2013).
Nevertheless, company growth requires both a willing attitude of the management to
take up growth opportunities, and also the availability of suitable opportunities.
Managers with a strong strategic desire to grow will surely find suitable growth
opportunities if they search for them. Correspondingly, even firms with an aversion to
growth will eventually embrace additional growth opportunities if they seem to be
attractive (Pasanen 2007).

2.4

Theoretical framework re-thinking

In the early stages of the research, based on a preliminary screening of the literature,
it was proposed that the study should follow a “simplistic” approach. Where SME
growth was affected by factors constituted of internal (firm) and external
(environment) factors (Chapter 1, Figure 1).
However, on the grounds of more extensive literature analysis presented above, it is
reasonable to update the framework accordingly (Figure 2). The conceptual framework
should be developed so that it includes four classes of factors affecting small firm
growth, namely: strategic orientation/management strategies; characteristics of the
entrepreneur/manager; environmental/industry specific factors; and the characteristics
of the firm (Dobbs and Hamilton (2007)
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Figure 2 Updated theoretical framework

Updated framework is made of three parts. Central one is mapping the SME Growth
and is presented by Sub-chapter 2.1. Theoretical contributions on explaining the SME
growth. Second part - the lower level is presented by Sub-chapters 2.2. Factors
affecting the SME growth and 2.3. Classification of factors affecting the SME growth.
Third part is yet to be developed on the basis of empirical results.
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3

RESEARCH METHODOLOGY

The objective of this study is to assess empirically the dominant obstacles associated
with high-tech SME growth in Finland. Fragmented nature of the research on SME
growth and lack of consensus on the factors affecting growth in general (Dobbs and
Hamilton, 2007; Brännback, 2014) led to a conclusion that the systematic study of
obstacles, which high-tech SMEs experience as they grow is required. It would provide
a basis for linking those obstacles to strategic solutions that can eventually lead to
organizational growth.
This chapter will introduce the research approach and design that was developed to
answer the research question and supporting sub-questions. The aim is to create an
understanding behind the methodological choices made and the execution of the study.
Primary data for a qualitative analysis is collected from a short survey on general
information about the companies and two types of in-depth, semi-structured interviews
with market experts and managers of high-tech SMEs. Reasons behind the chosen
methods are discussed in this chapter, sources of data and collection methods are
revealed. The closing note of the chapter is about data analysis procedure.

3.1

Research approach

It is common that approach depends on the research topic and can be differentiated
between deductive and inductive reasoning. On one hand, if there is extensive
literature on a subject, from which the theoretical framework can be derived, that leads
to deduction and generalization. On the other hand, in the case of a perfectly new area
of research, where the literature is limited, that requires inductive reasoning based on
the empirical study and its analysis (Dubois and Gadde, 2002; Saunders et al., 2009).
The current study relies on the extant theories of company growth and factors affecting
the growth. The literature on these issues is extensive and constitutes the foundation
of the research. Thus, the study follows the deductive approach. This approach is
generally observed as a basic form of scientific research and can take the form of either
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quantitative research with testing hypotheses, or qualitative research with seeking
deeper answers through interviews. (Saunders et al., 2009)
Current research is of an exploratory nature, because it addresses high-tech SME
obstacles to growth, of which knowledge is yet limited (Dobbs and Hamilton, 2007;
Brännback, 2014). Nature of the research is commonly referred to the structure of the
research dilemma and the approach of the research, when it comes to the liaison with
theory. There are three main designs, which together apply for all research problems:
exploratory, descriptive and causal research (Saunders et al., 2009; Ghauri and
Grønhaug, 2010). Exploratory research is best described by flexibility and
unstructured problems. As new information arises, the direction of a research can shift
altogether (Ghauri and Grønhaug, 2010). Therefore, it was decided that this is a
qualitative research with an application of the deductive approach and an exploratory
research problem.
As of design for the study, it is based on a multiple-case study, which was selected to
facilitate replication of the results. Moreover, the cases are represented by two groups
of respondents in order to have thorough understanding of such complex topic as SME
growth and decrease subjectivity of responses. The advantages of multiple-case
research are that analytical conclusions generated are more powerful than in a single
case and the evidence is more convincing (Yin, 1994). Yin (1994) strongly suggests
that theory for the research has to be developed before the empirical part as it is in the
case of this study.
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Figure 3 The research onion (updated from Saunders et al. 2009, p. 108)

For a more structured clarity, the methodology of the thesis could easily be outlined
by applying research onion (Saunders et al. 2009), presented in Figure 3. Structure of
research onion clearly identifies that the thesis adopts deductive and exploratory
approaches, applies qualitative multiple-case study research through in-depth
interviews. Thus, the study follows a mono method of research, meaning we execute
a single data collection and analysis procedure. In addition, as the research explores a
specific moment in time, instead of a long-term perspective, it is a cross-sectional
study. The heart of the research onion is presented by the general data collection and
data analysis procedures, which are described in detail in the following sub-chapters
(Saunders et al. 2009).

3.2

Case selection

Sampling is an integral element of a research. It plays a crucial role when there are
budget and time pressure on the researcher, and when it is simply very impractical to
use the entire sample population (Saunders et al., 2009). Method chosen for the
purposes of this thesis is a judgment sampling (Ghauri and Grønhaug, 2010). This type
of sampling technique allows the researcher to select sample units based on own
existing knowledge and professional judgment.

37

The units of analysis of the current study are the high-tech SMEs and market experts.
This already gives a basic direction of the sampling in terms of size and specialization
of the companies, as well as specialists’ area of expertise. Only high-tech SMEs from
Finland were chosen, aging from 2 to 5 years, as they fall within the range of the most
critical period for the enterprise not only growth, but even survival (Eurostat 2019a).
Furthermore, another significant requirement for the companies was their aim to grow
in size and financially, with a positive development in one of the areas for the past two
years. In regard to the experts, the requirement was at least 1 year of experience
working with Finnish high-tech SMEs, to ensure sufficient competence of the
specialists. The researcher used own network and screened online for potential
companies and experts.
A total of five companies and nine experts that meet the case selection criteria were
identified and contacted via email or by phone. Out of five companies, three agreed to
participate in the study. Only two experts were able to confirm their participation.
According to Yin (1994), five cases are within a good range and should be able to
enhance external validity and generate credible results. Two companies were
represented by their founders and current Chief Executive Officers (CEO), while the
third one was represented by Chief Operating Officer (COO). Experts were presented
by a private SME advisor and venture capital (VC) investment director. The interview
process and data collection are explained next in detail.

3.3

Data collection

Few tools were used to collect primary data. First, in order to preserve enough time for
the in-depth interviews with the case companies, an e-mail survey on generic
information about a company and a manager was sent to the participants before the
interviews. The design of the survey was adapted from a survey created by Mika
Pasanen (2003) for his doctoral dissertation, applying literature review and
professional judgement of the researcher. The survey consisted of multiple-choice,
open-ended and Likert-scale set of questions. The survey was created and published
online using Webropol 3.0 survey software. The body of the questionnaire can be
found in Appendix 1. Second, personal in-depth interviews, following semi-structured
and open-ended questions were conducted with the case companies (Appendix 2) and
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market specialists (Appendix 3). The design of interview questions based on the same
grounds as the survey design. Both tools were created in such a manner that they
provide answers to the sub-question 4 and 5 presented in Chapter 1.
In literature, the classification of interviews is very inconsistent. For instance, Ghauri
and Grønhaug (2010, 126-127) distinguish between unstructured, structured, semistructured and in-depth interviews. Whereas, Lee and Lings (2008) consider in-depth
interviews to be classified as unstructured and semi-structured interviews. For the
purpose of the thesis, the perspective of Lee and Lings (2008) is used. Thus, the data
is collected through in-depth interviews, more specifically through semi-structured indepth interviews. In-depth interviews were chosen to facilitate more comprehensive
answers that tap into the experience and opinions of the interviewee (Saunders et al.,
2009). Also, it is quite straightforward to acquire deeper insights from the respondents
and encourage them to build on their answers (Saunders et al., 2009).
To make interviews relative and to diminish bias, semi-structured interviews were
applied, developed based on the theoretical framework (Ghauri & Grønhaug, 2010).
This is to ensure the generation of useful and comparable data, which in some
situations can be questioned in the unstructured interviews. Accordingly, the
researcher was able to follow the same set of questions through the interview, though
there are some differences between the ones asked from enterprise managers and
experts. Moreover, the semi-structured approach is important to guarantee that the
interviewer is able to identify the new emergent concepts that might be brought up
during the interview. Therefore, even though the interviews follow a clear structure,
the discussion was not limited to the questions presented and it was possible to explore
new elements (Lee and Lings, 2008; Saunders et al., 2009).
To avoid data bias from interviews indicated by Eisenhardt and Graebner (2007) only
highly competent informants were chosen that see the phenomena under study from
diverse angles. This aspect was considered by the researcher when planning design of
the study and choosing two groups of cases for the interviews. Having two groups of
respondents is an intentional choice in order to get a thorough understanding of such
complex issue and to provide critical and informative results.
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All interviews were organized based on the preferences of the interviewees either by
phone or face-to-face, at a location also chosen by them. Timing of the interview was
decided by the interviewee as well. Such measures were applied to make it more
comfortable for them to participate. None of the interviewees wanted to share their
personal information and preferred staying anonymous. Therefore, the company cases
are referred to as from HT1 to HT3, and expert cases as E1 and E2. All five interviews
were conducted within the last two weeks of November 2019 and on average each of
them was one hour long that generated a total of 48 pages of transcripts. All interviews
were recorded with the permission of the interviewees. At the point when the interview
recordings were not anymore required, they were erased. It was agreed that the
participants will be provided with the results of the study just after the work is
finalized.

3.4

Data analysis

Qualitative research involves intensive interaction between data and theory (Ghauri
and Grønhaug, 2010). As it was discussed earlier above, this research applies
deductive approach. The data analysis of present study departs from existing theory
on factors affecting SME growth and their classification.
The five interviews were recorded and transcribed, to enable further data analysis. The
initial transcription was done with the help of Descript software. Afterwards all
transcriptions were reviewed by the researcher to reduce technical errors of machine
analysis and the risk of misunderstandings within the transcriptions. Omitting some
data can put in jeopardy interpretation of the results (Lee and Lings, 2008; Saunders
et al., 2009). Therefore, transcription of the data was applied as it enabled researcher
to connect with the data and identify patterns immediately.
Principally, data analysis consists of data reduction, data display, and conclusion
drawing and verification (Lee and Lings, 2008; Saunders et al., 2009; Ghauri and
Grønhaug, 2010). First, data reduction is the method of selecting, abstracting and
organizing the data from transcriptions, so that the final conclusions can be drawn and
authenticated. Data reduction occurs even before the data collection begins, as the
researcher establishes the conceptual framework, decides on the cases, research

40

direction and applicable methods. These all enables focus and reduces amount data.
The process is usually on-going throughout the research. (Lee and Lings, 2008;
Saunderset al., 2009; Ghauri and Grønhaug, 2010) Data display comes second and
allows to build justified conclusions in an organized and compact form. Charts, graphs
or matrices are all forms of the display. As well as data reduction, this process is ongoing throughout the research and starts with collection of information on the subject.
Third, comes conclusion drawing and verification. Final conclusions are produced
after completing data collection. Building conclusions lasts until the study reaches its
final stage. (Lee and Lings, 2008)
Coding is the process of deriving themes from the gathered data. Codes constitute datalabelling and data retrieval instruments. They pull a vast amount of information by
grouping pieces of that information into a meaningful whole. Thus, they enable data
analysis. (Lee and Lings, 2008; Saunderset al., 2009)
The primary data was analysed through the use of computer aided qualitative data
analysis software (CAQDAS) NVivo. The CAQDAS was chosen to make analysis
more rigorous and effective. It enhances systematization and transparency of
qualitative research and also helps to organize and analyse large sets of data by making
associations within the data (Miles and Huberman, 1994). Use of CAQDAS helps to
overcome the limitations associated with qualitative research (Lee and Lings, 2008;
Saunderset al., 2009).
Miles and Huberman (1994) state that a list of preliminary codes based on the
theoretical framework and research questions should be developed prior to data
collection. Accordingly, the codes were developed prior to the interviews and later
uploaded to NVivo as a mind map. List of ex-ante codes is presented in Appendix 4.
They are based on the key concepts from the literature review and theoretical
framework, as well as from the research questions. The codes created prior to data
collection provided the direction in accordance with deductive reasoning of this study.
The coding process stopped only when a theoretical saturation was reached.
Consequently, the transcribed interviews were imported to NVivo software, where
selective coding was adopted, leaving out the automated coding. This was done to
ensure a more thorough process of coding as few emergent concepts were brought up
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in the interview along the interview questions. The ex-post list of codes categorized
can be found in Appendix 5. These codes are a combination of the ex-ante codes
complemented be codes emerged from the primary data.
In NVivo the codes represent the nodes that are organized in hierarchies. According to
Miles and Huberman (1994) these hierarchies can be interpreted as descriptive and
interpretive codes. Descriptive codes refer to elements of a phenomena within the text
while interpretive codes specify detailed information on the descriptive codes (Miles
and Huberman, 1994). NVivo enabled a more transparent and efficient data analysis.
To systematise the process the coded references were retrieved with the help of queries
and explorative tools. The coding process in NVivo is presented in Appendix 7, coding
including text data and figures. The process of data retrieval through queries is
captured in Appendix 8.
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4

EMPIRICAL RESULTS

This chapter introduces the case companies and experts, the analysis and discussion of
the empirical results. The cases are described briefly to define the context of the
analysis. The results are presented anonymously. After the case description, the
empirical results are discussed in light of the theory by answering the research question
and sub-questions.

4.1
4.1.1

Description of the cases
High-tech companies

It was already mentioned above that all high-tech SMEs are from Finland and strongly
aim to grow in recent years. As it turned out, all the companies were founded
throughout 2016 and currently position themselves at the Growth stage in their life
cycle (Kazanjian, 1988). Moreover, all have recorded growth in terms of employment
throughout the past years, though, only two of the enterprises reported a positive
development in turnover. Nevertheless, for the purposes of this study we analyse and
compare answers of all the companies alongside to market experts’ opinions to see if
they have any significant discrepancies. Each of the company case is briefly described
below. However, information shared may seem to be limited as it is restricted by the
anonymity agreement, which covers both the company and the actual individual.
Case company HT1 is an education technology company with less than 10 employees.
Registered turnover of the company in 2017 was over 200 000 euros which fell around
50% down in 2018 with a loss just over -200 000 euros. The company currently
operates in two major markets Finland and the UK.
HT2 is another education technology company with around 10 employees. The
company registered 57% growth in turnover between 2017 and 2018, with about 160
000 euros in 2018. Though, the loss grew over 90% between those years with -600 000
euros recorded in 2018. Company has two major markets it operates in Finland and
the USA.
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Last but not least, HT3 is an information and communication company. It also
employed less than 10 people in 2018 and has offices in Finland and the USA.
Company turnover grew from 15 000 euros in 2017 to about 100 000 euros in 2018.
Company seems to be recovering from its registered loss in about -350 000 euros in
2017 with just -130 000 euros in 2018.
Regarding company representatives, two enterprises were presented by founders and
owner-managers. Whereas, the third respondent was a hired professional manager. All
of the representatives had over 2 years of experience working in the current companies
with over 7 years of extensive professional work experience in other places as
employees and as managers. Two of them held Master’s degree or equivalent and the
third completed upper secondary education. Though, only one respondent had a
previous entrepreneurial experience.
4.1.2

Market experts

There were no strict pre-requirements for the market experts, apart from at least oneyear experience working with Finnish high-tech companies, in particular SMEs
between 2 and 5 years of operations. As it turned out both specialists were from
Finland with vast experience in entrepreneurship, consulting and venture funding.
Both of them currently sit on the board of about 10 high-tech SMEs and other business
associations, playing an active role. As in case with high-tech SMEs the anonymity
agreement limits information that can be shared on informants. Nevertheless, in order
to provide better reliability of the results of this study a summary of market specialists’
expertise is presented below in Table 2
Table 2 Market specialists’ area of expertise
Informant

Area of expertise

Years

E1

High-tech private investor

5

VC investor

0,5

Serial entrepreneur

7

High-tech private investor

3

Business advisor

15

Entrepreneur

3

E2
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It is clear from Table 2, the experts have extensive and diverse experience in
management consulting, both are/were successful entrepreneurs and are active
investors in high-tech SMEs. They are therefore more than capable to participate in
the interviews.

4.2

Data analysis

In order to reflect the data, it is discussed in light of the theory, sub-questions 1, 2 and
3. The findings from the interviews uniform answers to sub-questions 4 and 5
presented in Chapter 1. Answers from cases are grouped together to form a cross-case
analysis throughout the results. As a result, through analysis of the findings and
discussion of sub-questions the main research question is reviewed.
An additional sub-chapter was added to draw attention to several trends emerged from
the analysis of the interviews that have not been properly highlighted in the literature.
It offers a fresh perspective on high-tech SME growth and suggests further research
on the subject.
4.2.1

Classification of factors affecting SME growth

Analysis of the interviews has revealed that overall categories of factors affecting hightech SMEs growth are consistent with proposed classification by Dobbs and Hamilton
(2007):

management

strategies;

characteristics

of

the

entrepreneur;

environmental/industry specific factors; and the characteristics of the firm. Essentially,
there was no identification of any particular class per se, but rather a review of
independent factors by respondents that fall under a certain category. Below we
discuss classes and identify dominant themes emerged from the interviews.
There is a clear perceived dominant effect on growth of some classes over others
(Figure 4). The results from code comparison analysis imply that Characteristics of the
firm and Characteristics of the entrepreneur / manager are of more concern by both
groups of respondents: high-tech SMEs and market experts. Though, technically both
groups agreed on the observed importance of some categories, further analysis shows
disparities across the groups and classifications.
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Figure 4 Code comparison analysis: Classes (NVivo extract)

Throughout literature review there is more or less universal agreement that firm
characteristics based on its resources and capabilities have an undeniable effect on firm
growth (Penrose, 1959; Kazanjian, 1988; Hay and Kamshad 1994; Pasanen 2003,
2007; Dobbs and Hamilton, 2007). In the scope of this research factors that fall under
this category include the characteristics of a firm that are not related to either the
background of the entrepreneur nor the strategy employed. With no surprises, results
show that both groups of interviewees very strongly agree on the effect of company
specific attributes on growth as it was the first and foremost discussed class.
E2: “Companies know what type of resources they should have [to grow].”
Close connection between an entrepreneur-manager and the firm is the leading
characteristic of small firms. Many studies have highlighted the important role of an
entrepreneurial team for firm growth (Chawla et al. 1997; Moy and Luk 2003; Pasanen
2003, 2007; Dobbs and Hamilton 2007; North et al. 2014; Wang 2016). This trend was
fully supported by the case companies as well as industry experts. Though for
specialists it was harder to distinguish entrepreneur/manager characteristics from the
company’s:
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E2: “I think it's often quite hard to separate the entrepreneur and the company. “
Peculiarly, during the coding process it was noted that all respondents were sometimes
addressing equivalent factors to different categories irrespectively. For instance:
E1: “The startups have challenges attracting the right type of persons.”
HT1: “Our founder is really good at recruiting and attracting the right talent.”
or
HT1: “And I am like, you know, that is a problem. If you have founders who have
never, you know run a company or know what is overdraft. Or the management team
does not have anybody who knows financial instruments that you can use. Then that
can hinder the growth.”
E2: “What is the problem is that many companies do not have a CFO, they have not
crunched their numbers well enough. “
Some scholars also had difficulties separating these two categories of factors
(Mambula 2002; Hashi and Krasniqi, 2011; Mthimkhulu and Aziakpono 2015). Still
there is a need to shift emphasis beyond the firm to also include the entrepreneur. This
is how the respondents acknowledged this aspect:
E1: “Managing board, I see no value in them in the beginning. I mean, it has to be the
entrepreneur. I mean, of course he has to, or she has to be the one who really has the
potential. Not necessarily to build that huge megacorporation, but at least to build it
into a viable business. So the traits that entrepreneur has are very thought of.”
HT1: “If it was not for them [founders/entrepreneurs], the company would not be
where it is today.”
Furthermore, during interviews and throughout data analysis it was observed that there
is a distinct difference in the way owner-managers analyse their own influence on the
company’s growth in contrast to hired managers and industry experts. As the latter
parties were more thorough and critical in their assessment. According to literature
review conducted by Write and Stigliani (2013) various empirical studies have shown
that successful entrepreneurs tend to demonstrate a greater intuitive style, while
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managers tend to prefer an analytical or linear approach to information processing and
decision-making. Which in turn means that owner-managers may be less aware or pay
less attention to such factors.
As an example, the hired professional from the case company did acknowledge that
there is a tendency of founder-entrepreneurs to make more intuitive decisions:
HT1: “So that was a very interesting choice, because I think there was no big analysis,
business analysis on. <..> It was more like a gut feeling.<..> So I think that was what
I did not realize. But it was a very good move from our founders.”
Consequently, management strategies fell under the third most discussed category
among the respondents. Certainly, company growth is much affected by its strategic
orientation that correlates to firm’s resources and capabilities (Lumpkin and Dess
1996; Chawla et al. 1997; Weinzimmer 2000; Pasanen 2007; North et al. 2014).
Unanimously experts and two out of three high-tech companies concurred that choices
made along a number of dimensions and actions taken have an undeniable effect on
the performance and well-being of the company.
E1: “It is quite difficult to imagine that a small Finnish startup would, with this
strategy, become a huge megacorporation somewhere, in the future.”
HT2: “So once we started taking steps in the USA, we constantly were learning and
figuring out what time to go to the market and how we need to tweak the product in
order to be able to scale.”
HT1: “It is a strategic decision. It is also something that we feel helps us to scale.”
Surprisingly, environmental factors did not get substantial amount of support neither
by experts nor the high-tech SMEs. Though, the fact that environment has an effect on
firm was acknowledged:
E1: “So the challenges for getting to the market and growing, they vary a lot depending
on the industry.”
E2: “<..>then each industry has its own challenges<..>“
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Dobbs and Hamilton (2007) in their literature analysis concluded that the choice of
environment may be more critical to growth than for instance strategic choices
concerning behaviour within that environment. In contrast, the majority of respondents
emphasized that there is the struggle to find a fit but did not confirm any influence on
the growth. Two company representatives made a very peculiar assessment of industry
effect on the company:
HT1: “But I think for us, I do not know even whether there are obstacles, it is more
like we know how it is.”
HT3: “There are probably like thousands of small things that are problems all the
time. But it is just like building a company.”
One of the reasons for such results could be a well-developed and transparent
economic system of Finland. As it was discussed in the theoretical part (Sub-chapter
2.3), in some environments a company may have fewer external restrictions than it has
in other environments and vice versa. Moreover, according to empirical research
conducted by Neil Lee (2014) potential high-growth firms are less likely to perceive
regulation as a problem than other firms, which is one of the environmental forces.
4.2.2

Perceived obstacles to SME growth

The results suggest that Finnish high-tech SMEs perceive growth obstacles in several
areas, and they could be allocated to one of the groups of factors discussed above. Next
we discuss separately the most prominent emerging factors and compare them across
two groups of cases.
At the top of a firm specific set of barriers to growth is the issue related to human
resource management. In particular, inability to attract competent employees and the
conditions concerning hiring.
HT1:: “Every company that grows needs more personnel, and they need to be capable
of hiring and attracting the right type of talent to grow.”
E2: “Human resources is definitely the biggest [obstacle]. Many companies know
what type of resources they should have on. Let's say titles such as a customer success
manager or growth hacking or growth hacker, sales managers or sales directors,
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sometimes they lack, even, developers. And often they, the startups, have challenges
attracting the right type of persons to their teams and making a wrong choice with
recruitment.”
Both groups of respondents have established from the very beginning that the entire
process of recruiting is very burdensome.
HT2: “So far we, the core team, we got together is really strong. But then after that,
like we have made missteps in recruitment. We have had some successes as well. But
it is super difficult. It is super laborious.”
E2: “And for a start up every new recruitment, when you are in the early stages, that
is like a big, big decision. So it is not easy, it is never easy.”
These findings are well supported by other empirical findings from the literature
review e.g. see Chawla et al. (1997), Weinzimmer (2000); Pasanen (2003, 2007) or
Bouazza et al. (2015). The majority of these studies were conducted in multiple
industries and in different markets.
Interestingly enough, throughout a discussion, experts as well as company
representatives have been by turns applying human resource issues to
entrepreneur/manager characteristics and to company specific factors. Which is
presumably due to close connection of these two groups within the SME environment.
Furthermore, several connections were drawn by the respondents in regards of human
resource challenges:
E2: “There is competition for the workforce. And founders with good networks, who
can hire people they know directly or persons that a friend of their knows have lower
risk of making wrong recruitment.”
HT1: “You need to take actions and you need to gather right people around you to
take those actions.”
In respect of the first comment by one of the market specialists, Bartlett and Bukvic
(2001), Hashi and Krasniqi (2011) and Bouazza et al. (2015) have also drawn a
connection between networking, human resources and their conjoint impact on
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growth. Second statement by the SME representative in regard to the relation between
human resources and strategy was also brought up to attention by Dobbs and Hamilton
(2007). They derived from the thorough literature analysis that the ability of a firm to
attract, develop and retain skilled and capable workforce affects the probability that
they will be able to effectively implement and maintain a growth-oriented strategy.
Market experts have further highlighted that the lack of full scrum team and single
founder companies tend to have difficulties not only grow, but even survive during the
first years of operations:
E1: “If a team has to outsource something, some part of the product development.
Even though it might in the future be something that is not that relevant for a business.
If they need to hire outside consultants every time they do an innovation cycle that the
whole product development gets so slow and expensive. “
E2: “Single founder companies tend to have less number of persons who are
committed to work without a salary for the business during the first years. During the
first years there are often moments when you do not have, or you need to save your
money, and the easiest way to save money is not paying salary to the founders. “
Dobbs and Hamilton (2007) have also identified the existence of such connections in
the literature. However, one of the company managers specified:
HT1: “So I think that is something that we need to unlearn. Because I think for a
startup, the first few years, is about being creative with very, very little money. But
now that, you know, you want to grow, you cannot go on doing everything yourself
because, you know, people's time becomes actually more, more and more valuable. So
we need to learn how to get those help outside the company or even inside the
company, but so that the founders would do what the founders would do. I would do
what I should do. We should only use our skills for other things when it is really, really,
you know, needed. Instead of doing that as a normal, mainstream, like everyday
thing.”
For many small businesses, a lack of available cash flow or external finance can result
in its inability to adequately fund operations and pursue market opportunities. There
is empirical evidence that firms with higher availability of external finance grow much
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faster than those with a lower financial leverage (Kazanjian, 1988; Chawla et al., 1997;
Pasanen, 2003; Dobbs and Hamilton (2007; Lee, 2014). In contrast, according to
results of interview analysis, access and obtaining finance was not seen as an obstacle
neither by case companies nor by the market expert. Still companies have agreed that:
HT2: “It was a complex process that took a long time.”
Financial inadequacies such as undercapitalization, short-term financing, problems in
venture capital relationship and in general poor financial management were identified
as one of the major factors affecting company’s growth.
HT2: “Cash flow. Cash is number one, two, and three, for sure.”
HT1: “There are always problems with money. No, but, I think we are pretty okay
right now. You know, I think we have had worse situations in the years before it. I think
one of the reasons is that we did not realise that there are certain tools for financing
that can help a company like us.”
E2: “What is the problem is that many companies that do nоt have a CFO, they have
not crunched their numbers well enough.”
Typically, in small firms an entrepreneur is responsible for financial control and
management. Nevertheless, there are also cases when this capability is either
outsourced or in the hands of another team member. Therefore, financial adequacy as
a characteristic could be linked to the whole company as well as to a company’s
manager depending on the case.
Two interviewees drew a connection between the experience of the entrepreneur and
financial adequacy factor:
E2: “If they are first time entrepreneurs and they have no experience of scaling up a
business, they might not be able to break down the reason for making losses. This is
what I would highlight. It is not just the top line and the bottom line is important to
understand, what is the reason for the increase in costs. <...> Sometimes the
entrepreneurs do not have a good picture of where the money is going.”

52

HT1: “And I am like, you know, that is a problem. If you have founders who have
never, you know run a company or know what is overdraft. Or the management team
does not have anybody who knows financial instruments that you can use. Then that
can hinder the growth.”
Already in 1959 Penrose has suggested that firm-specific and team-specific
managerial experience is a key bottleneck on the rate of firm growth. Likewise, it has
been found that lack of managerial and industry experience of top management
contributes to firm failure (see Chawla et al., 1997; Pasanen, 2003; Kor et al., 2016)
and in the scope of this study can be considered as a threat to firm growth as well.
Managers with the experiences are vital not only in identifying growth opportunities,
but also in executing growth projects (Weinzimmer, 2000).
Analysis shows that indeed one of the top growth threats related to characteristics of
the manager/entrepreneur is lack of experience.
E1: “Then I think that they also need to have industry knowledge. It is quite difficult
to be customer oriented if you have never worked with the customers. There are many
ideas that come from different fields. Thinking that, look, I can solve this problem for
this segment. I do not think you can know it if you have not actually really worked with
this segment. So industry knowhow, in my opinion, is very important. “
HT1: “So I think their background has made them amazing, excellent startup founders.
Because they have lived through that risk, high risk, uncertainty phase. So they are
used to it.”
With reference to managerial experience, lack of organizational skills and ability to
manage growth was correspondingly established to hinder growth.
E2: “Sometimes the entrepreneurs do not quite understand how they should grow their
business and to which direction they should be aiming at. The entrepreneur needs to
have a certain type of roadmap.”
HT1: “Because our founders are not business people, so sometimes it takes extra effort
to make them see why certain things need to be planned. Or why we need to explore
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other options before deciding. And I think now that we have received external
investment that has forced us to become more of a company as well.”
As a matter of interest owner-entrepreneurs were able critically evaluate and identify
this factor as their limitation:
HT2: “Probably, kind of, when it gets very structured and you would need to put in a
lot of processes, I will need help and I am obviously recruiting help in that area.”
HT3: “I tend to hire people more structured than me.”
Robert Kazanjian (1988) in his study of technology-based companies determined that
the organizational systems factor was critical at the 3rd - Growth stage of his 4-stages
life cycle model. At the 3rd stage a company experiences an almost constant state of
change, throughout which managers need to exercise good planning and judgement in
managing company assets, as the complexity of operations grows (also see Moy and
Luk 2003). All our case companies identified themselves to be at the Growth stage in
their development, which certainly applies.
HT2: “I think that with many startups the governance side is the most neglected one.
Because people just do not know what is the benefit of good governance. Even though
it is the most boring thing in the world, maybe in some people's opinion. But it is just
something that if you have it set in a real way, then it is easier for you to grow because
people can trust you and you take care of your staff well. And then you are also set up
in a way that you are organized when you need to have those investments. So if that is
not done properly, then you need to fix a lot of things, especially when you are applying
for your first round of investments and so forth.”
Laurence Weinzimmer (2000) by replicating several findings from past research has
also deduced the relation between firm growth and the level of top managers’ industry
and functional heterogeneity. Similar results received North et al. (2014).
Additionally, Weinzimmer (2000) suggested that organization strategies perhaps are
the most significant determinants of firm growth. According to market specialists
interviewed for this study, lack of strategic customer-orientation is what stops Finnish
high-tech SMEs from reaching product-market fit and growing:
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E1: “Well, by far, I think that the companies that can succeed are those, who are really
interested in their customers, and really interested in the problems that their customers
have, and are trying to solve those. Quite often we have the other way around. That
we actually have an innovation that we think is super cool. And then we try to push
that innovation into different verticals, hoping that other people will also find out that
it is really super cool.”
E2: “I have seen many companies that struggle in finding the right product-market fit
and finding the right way to scale up their business.”
In support of this perceived obstacle, one case company identified their customer
orientation approach as a driver of constant growth and development:
HT1: “Revenue wise, we have been growing. What we also did, a change in the
business, is that, the first year we did client projects. So that through those projects,
we can build our product. So after the client project, we deliver it and then we have
the right to sell it and use it however we want.”
Nevertheless, lack of product orientation was also mentioned as a steppingstone to
growth:
E1: "Oh, the product is quite often crappy. That is by far the biggest obstacle in growth,
in a startup. Building a really high quality product is really quite difficult.”
Strategically it seems that companies are in need to find equilibrium and avoid
concentrating only on one particular strategy. Differentiation is the key concept in
strategy that was supported by works of Pasanen (2007) and North et al. (2014).
E1: “Then it is of course, a balance because sometimes, you know, doing... Actively
pushing your product in the beginning can actually help you stay alive a bit longer. So
it is not as simple. And it is definitely not that you stay in the basement tweaking on
your product until you think it is perfect. It is finding those first customers, perhaps,
promising a beat too much to them in the beginning, but then focusing on really
finalizing the products so that they are happy. And I think that that is something, in
sales, that small companies do not understand that well.”
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The reality is that in order to grow high-technology SMEs are required to create and
validate quite sophisticated business models to cope with their environment. What case
companies’ interviewees agreed on is that industry dynamism calls upon constant
learning and adaptation processes within the companies. And the lack of flexibility
threatens the companies’ scalability.
HT2: “Well, the way to tweak the business model. You need to have a big tolerance
for uncertainty in a startup environment. And then learn as you go.”
HT3: “So we can develop early. Everything is just super fast scaling, we are already
scaling.”
Notwithstanding, environmental/industry specific factors did not get much support.
They were commonly discussed as “common knowledge” that everyone deals with.
Though, political factors gave pause to SMEs from the educational industry:
HT1: “And then also there is politics. You know, for example, our product is very
much value skills led. So somebody might think that it is very liberal thinking even
though our thing is more like, we encourage different points of views. So there could
be that as well. But I think for us, I do not know even whether there are obstacles, it is
more like we know how it is.”
HT2: “Yes, for sure [there is an influence on our growth]. Particularly in the education
space, so there are like policy changes that directly impact what type of demand there
is. “
There is evidently a certain list of factors at the individual, firm, strategic and
environmental levels of analysis that are implicated in a high-tech SME’s development
and growth. Results show that there is no single factor that universally and by itself
has a strong perceived determining influence. Both groups of respondents put a lot of
weight on company and managerial characteristics, though, in terms of strategy market
specialists were more thorough. Thorough list of factors with references can be found
in Appendix 6.
Certain undeniable interdependencies and relations among factors were partially
identified throughout the analysis that need more attention. The scope of this study
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limits us to provide full explanations of such tendencies. Though the second swift
review of the literature has identified a particular trend that is discussed in the next
sub-chapter.
4.2.3

Contingency factors

Analysis of the interviews has revealed that some obstacles have a more dominant
effect on high-tech SMEs growth. Nevertheless, it was observed that there is a clear
liaison between several factors that under certain circumstances may have the opposite
effect on growth. There is never one obstacle at a time that companies are dealing with,
but several of them and their relationship has an effect on growth as well. Moreover,
throughout the conversation, interviewees have repeatedly described deficiency of
certain factors that have perceived positive effect on growth as obstacles to growth. As
a result, it was crucial to look back at the theory to find clarifications and references
on the subject.
Earlier in the research, the discussion of theoretical contributions on explaining the
SME growth has touched upon a very curious matter that has not been given much
attention until now. For instance, in discussion of Organizational life cycle models it
was mentioned that the growth of a firm over a period of time is dependent on the
interaction of a number of internal and external forces (Kazanjian, 1988; Chawla et al.,
1997; Levie and Lichtenstein, 2010; Brännback, 2014). From the Strategic
management standpoint firm growth is much affected by strategy, which involves
choices along a number of dimensions and can be represented by a firm's overall
collection of individual business related decisions and actions (Lumpkin and Dess
1996; Weinzimmer, 2000; Dobbs and Hamilton, 2007; Pasanen, 2003, 2007; North et
al. 2014). Even though entrepreneurship literature puts a significant emphasis on the
growth variables relating to the individual, a considerable amount of studies does
acknowledge that entrepreneurship really depends on the context in which it occurs
(Brännback, 2014). Therefore, they all agree that the growth depends on the state of
the interaction of various factors and the context it occurs.
Professor Lex Donaldson in his book “The Contingency Theory of Organizations”
(2001) posited that organizational performance results from a proper alignment
between characteristics of firm design and the context it operates. It appears so that
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this perspective goes in line with general assumptions from other theoretical
contributions evaluated for the purposes of this study. However, instead of offering a
best practice approach as other perspectives do, the contingency model suggests that
the process of fit is dynamic and ongoing especially in fast moving business
environments as high-tech. Therefore, the growth of a firm over a period of time is
contingent on the interaction of a number of internal and external forces. Hence, the
nature and timing of a company’s growth will be a consequence of its own unique
circumstances. (Donaldson, 2001)
Literature reviews on the topic of SME growth did agree that the growth of small firms
is a completely irrational phenomenon (Dobbs and Hamilton, 2007; Levie and
Lichtenstein, 2010, Wright and Stigliani, 2012). It was assumed earlier that this may
be explained, at least to some extent, by differences in research designs, theoretical
perspectives used, practical application of variables and different limitations of the
studies, which is still very relevant. And yet the fact that the growth may follow a
contingent model has not been distinctly mentioned or given emphasis throughout the
literature. Principally it was recognized that there is a clear need to further theoretical
and empirical research in the area due to the variety of limits (Dobbs and Hamilton,
2007; Levie and Lichtenstein, 2010; Wright and Stigliani, 2012; Kor et al., 2016).
When evaluating interviews of experts there was an intriguing connection singled out
between firm’s marketing capabilities and R&D capabilities, and their alignment with
the strategy course of the company. From the perspectives of industry specialists both
competencies are necessary for the growth. Nevertheless, the supremacy of any over
the other has a negative effect on growth and is considered as an obstacle under certain
circumstances. One of the interviewees pointed out the following:
E2: “Some small businesses, some founders, some entrepreneurs are capable of
making themselves look bigger than they are. More credible than they should be. They
invest on there, kind of the front, what is visible to the world outside. It might be that
internally their software development processes lagging, lagging timeline, or they
have zillions of problems with their solution. But if their website looks good, if the
entrepreneur pitches well in pitching events, he might be able to attract investments,
get customers, even if the solution is not working perfectly. Whereas, those
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entrepreneurs, who focus too much on the product, they, if their website looks weak, if
they do not spend the time with customers or investors, they do not get the customers
and investors because the entrepreneur is too focused on fine tuning the product.”
Another interviewee concluded in a similar manner:
E1: “It is of course, a balance. Because sometimes, actively pushing your product in
the beginning can actually help you stay alive a bit longer. So it is not as simple. And
it is definitely not that you stay in the basement tweaking on your product until you
think it is perfect.”
As a matter of fact, this discovery goes somewhat in line with results of Feng et. al
(2017) empirical research. Using panel data from 612 the USA public firms across 16
years in 60 industries, they found a complementary interaction effect between
marketing and R&D capabilities, where R&D competence further reinforces the
positive effect of marketing capability on future revenue growth and profit growth.
Nevertheless, in markets with the abundance of resources and opportunities, the
positive complementary effects between marketing and R&D capabilities become
weaker for both firms’ revenue growth and profit growth. Whereas, in more
competitively dynamic markets these positive interaction effects on growth become
negative and significant. (Feng et. al 2017)
Consequently, through the lense of contingency theory, it is now more apparent and
logical why environmental/industry specific factors were of least concern for the
companies and experts from the growth standpoint. The environment plays more of a
moderator role (Donaldson, 2001) that determines the returns to investments to a
firm’s resource and capability investments. For example, two out of three SMEs
interviewed acknowledged to be pressured by high-tech market uncertainty. The
majority of respondents though emphasized the struggle to find a fit but did not
confirm any influence on the growth. One of the SME representatives described it so:
HT2: “In the high-tech startup, you actually have a double uncertainty. You try to not
only hack growth, but also constantly tweak the business model itself - adjust the
growth engine.”
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It is commonly held from a traditional point of view that organizations must achieve
fit both with their external environment and among their elements of structure and
process in order to grow (Dobbs and Hamilton, 2007; Levie and Lichtenstein, 2010;
Brännback 2014). However, in 1992 through empirical research Danny Miller
concluded that organizations that achieve the best fit with environmental uncertainty
have the weakest linkages among structural and process variables. Meaning that
internal fit and fit with uncertainty seem to be very incompatible. One of the
implications of this research is that SME managers in order to achieve smooth
functioning may have to perform their adaptive tasks sequentially striving for a
harmonious alignment among their internal capabilities. But consequentially there will
be a need to disrupt this harmony to adjust to a changing environment. Hence being
under constant pressure and facing ever changing pile of obstacles throughout time.
(Miller, 1992)

Therefore, there is unmistakable evidence of the applicability of contingency model in
research on high-tech SME growth and therefore performance of these companies.
Thus, it is crucial to expand capability research to further examine joint effect and
influence on growth under various market conditions. It seems that contingency theory
is especially useful in this particular case of study, where there is a lack of an
established overarching theoretical framework with an emphasis on contextually
grounded approaches based on contingency fit rather than a single best way to manage
an organisation (Donaldson, 2001). Unfortunately, due to the limitations of this study
we were able only slightly touch upon these subjects.
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5

CONCLUSIONS

The closing chapter of this thesis provides a summary of the research results on
obstacles to growth experienced by high-tech SMEs from Finland. Furthermore, the
theoretical contributions of the thesis are discussed in the light of the research
questions, which are presented in the introduction part (Chapter 1). Managerial
implications are also reviewed to introduce contemporary issues for consideration
when managing high-tech SMEs growth. Last but not least, the limitations of the thesis
are discussed and suggestions for future research are proposed.

5.1

Summary of the results

This paper is an attempt to identify the main obstacles to growth experienced by hightech SMEs from Finland. There is a wide spectrum of research dedicated to the growth
of SMEs, however, the field is very fragmented. Literature review revealed that each
perspective has its own unique take on the subject. Surprisingly enough, many of the
assumptions intercept due to the fact that they adapt quite identical theoretical models
and treat them as their own. The growth of the firm is affected by many factors and
there is no dominant theory to describe it. Thus, within this work we applied theories
as they fit.
Literature review showed that in their research, scholars have not yet arrived at a
consensus on the obstacles to growth of SMEs. The impediments are often identified
loosely and lack consistency. Yet, the results of this study advocate in support of
probable classification of SME growth variables proposed by Dobbs and Hamilton
(2007):

management

strategies;

characteristics

of

the

entrepreneur;

environmental/industry specific factors; and the characteristics of the firm. Moreover,
analysis showed that there is an apparent dominant effect on growth of some classes
over the others.
It is commonly accepted that firm specific characteristics based on its resources and
capabilities have an effect on the firm's growth (see e.g. Penrose, 1959; Kazanjian,
1988; Hay and Kamshad 1994; Pasanen 2003; Dobbs and Hamilton, 2007). This fact
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was unequivocally supported by all respondents as it was the first and foremost
discussed class of factors. At the top of this category, identified as the most onersome
barrier to growth is the issue related to human resource management. In particular,
inability to attract competent employees and the conditions concerning the hiring
process that were also reported by e.g. Chawla et al. (1997), Weinzimmer (2000);
Pasanen (2003, 2007) or Bouazza et al. (2015).
Furthermore, several connections were drawn by the respondents in regard to human
resource challenges. For instance, on one hand, lack of networks is supposed to
aggravate challenges in finding the right people that supports Bartlett and Bukvic
(2001), Hashi and Krasniqi (2011) and Bouazza et al. (2015) findings. On the other
hand, the ability of a firm to attract, develop and retain skilled and capable workforce
affects the probability that they will be able to effectively implement and maintain a
growth-oriented strategy also found by Dobbs and Hamilton (2007) literature review.
In agreement with Dobbs and Hamilton (2007) market experts have further highlighted
that the lack of full scrum team and single founder companies tend to have difficulties
not only grow, but even survive during the first years of operations.
The results though did not support the most dominant obstacle from the group
identified by other studies being unavailability of external financing (see Kazanjian,
1988; Chawla et al., 1997; Pasanen, 2003; Dobbs and Hamilton, 2007; Lee, 2014).
One of the reasons for such results could be a well-developed, transparent and
structured SME support system in Finland (TEM 2019; Finnvera 2019; Verohallinto
2019). Further, investment into European high-tech startups continues to set records
and there is even a competition between local and international VCs (State of European
tech, 2019). Yet, financial inadequacies such as undercapitalization, lack of short-term
financing, problems in venture capital relationship and in general poor financial
management were identified as one of the major factors affecting company’s growth.
Two interviewees from both groups of respondents drew a connection between an
experience of the entrepreneur and financial adequacy factor. Where the lack of
experience intensifies negative effects on growth of financial inadequacy within the
company.
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Close association between an entrepreneur-manager and the firm is a leading
characteristic of SMEs. Many studies have highlighted the important role of an
entrepreneurial team in firm growth (Chawla et al. 1997; Moy and Luk 2003; Pasanen
2003, 2007; Dobbs and Hamilton 2007; North et al. 2014; Wang 2016). This trend was
fully reflected in responses by the case companies as well as industry experts. It was
the second most influential group of perceived obstacles to growth. However,
apparently due to such affinity between company and entrepreneur a common trend
among industry experts and managers emerged. Both groups by turns applied
entrepreneur/manager characteristics to company specific factors and vice versa.
Nevertheless, this was quite common confusion also for the academics e.g. Mambula
(2002), Hashi and Krasniqi (2011) and Mthimkhulu and Aziakpono (2015).
In association with entrepreneurial characteristics, lack of managerial and industry
experience of top management were found as the most inferior obstacles to growth and
even survival. Already in 1959 Penrose had suggested that firm-specific and teamspecific managerial experience is a key bottleneck on the rate of firm growth. Studies
of Chawla et al. (1997), Weinzimmer (2000), Pasanen (2003) and Kor et al. (2016)
obtained similar results.
With reference to managerial experience, lack of organizational skills and ability to
manage growth was correspondingly established to hinder growth. Robert Kazanjian
(1988) in his study of technology-based companies determined that the organizational
systems factor was critical at the 3rd - Growth stage of his 4-stages life cycle model.
At the 3rd stage a company experiences an almost constant state of change, throughout
which managers need to exercise good planning and judgement in managing company
assets, as the complexity of operations grows (also see Moy and Luk 2003). All of the
case companies identified themselves to be at the Growth stage in their development,
which still relatively applies.
Consequently, management strategies fell under the third most discussed category
among the respondents. According to market specialists, lack of strategic customerorientation is what prevents Finnish high-tech SMEs from reaching product-market fit
and growing. In support of this perceived obstacle, one case company identified their
customer orientation approach as a driver of constant growth and development.
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Nevertheless, lack of product orientation was also mentioned as a steppingstone to
growth. Certainly, company growth is much affected by its strategic orientation that
correlates to firm’s resources and capabilities (Lumpkin and Dess 1996; Chawla et al.
1997; Weinzimmer 2000; Pasanen 2007; North et al. 2014). Strategically it seems that
companies are in need to find equilibrium and avoid concentrating only on one
particular strategy. Differentiation is the key concept in strategy that was also
supported by Pasanen (2007) and North et al. (2014). Therefore, in order to grow hightechnology SMEs are required to create and validate quite sophisticated business
models to cope with their environment.
Surprisingly, environmental factors did not get substantial support neither by experts
nor the high-tech SMEs. Though, the fact that the environment has an effect on the
firm was acknowledged. SMEs’ management agreed that industry dynamism calls
upon constant learning and adaptation processes within the companies and the lack of
flexibility threatens the companies’ scalability. According to empirical research
conducted by Neil Lee (2014) potential high-growth firms are less likely to perceive
regulation as a problem than other firms, which is one of the environmental forces.
Moreover, one of the reasons for such results could be a well-developed and
transparent economic system of Finland. As it was discussed in the theoretical part
(Sub-chapter 2.3), in some environments a company may have fewer external
restrictions than it has in other environments and vice versa.
Looking closely at the empirical evidence, although there are systematic factors at
different levels that affect the process of firm growth, there is no individual factor that
universally and by itself has a strong perceived determining influence. Both groups of
respondents put a lot of weight on company and managerial characteristics, however,
in terms of strategy market specialists were more thorough. List of factors with
weighted by references can be found in Appendix 6. Also, certain undeniable
interdependencies and relations among factors were partially identified throughout the
analysis. These issues did not get much coverage within literature chosen for the
current study. Though, they were mentioned as limiting factors for several works and
suggested to be studied further by e.g. Dobbs and Hamilton (2007), Levie and
Lichtenstein (2010), Wright and Stigliani (2012) also Kor et al. (2016).
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To make up for the shortcomings of theoretical perspectives chosen for this study, a
new quick literature review was conducted. Based on the swift examination most of
the emerged trends somewhat found their explanation in the contingency model.
Professor Lex Donaldson in his book “The Contingency Theory of Organizations”
(2001) posited that organizational performance results from a proper alignment
between characteristics of firm design and the context it operates. It appears so that
this perspective goes in line with general assumptions from other theoretical
contributions evaluated. However, the contingency model suggests that the process of
fit is dynamic and ongoing especially in fast moving business environments as hightech. Therefore, the growth of a firm over a period of time is contingent on the
interaction of a number of internal and external forces. Hence, the nature and timing
of a company’s growth will be a consequence of its own unique circumstances.
(Donaldson, 2001)
There is unmistakable evidence of the applicability of contingency model in research
on high-tech SME growth and therefore performance of these companies. As a matter
of fact, few empirical studies evaluated were able to explain emerging patterns that
were not found in other works. For example, market experts identified a correlation
between the firm’s marketing capabilities and R&D capabilities, and their alignment
with the strategy course of the company also found by Feng et. al (2017) empirical
research. Or consequently, through the lens of contingency theory, it is more apparent
and logical why environmental/industry specific factors were of least concern for the
companies and experts from the growth standpoint. The environment plays more of a
moderator role (Donaldson, 2001) that determines the returns to investments to a
firm’s resource and capability investments.
Thus, without a doubt it is crucial to expand capability research to further examine
joint effect and influence on growth under various market conditions. It seems that
contingency theory is especially useful in this particular case of study, where there is
a lack of an established overarching theoretical framework with an emphasis on
contextually grounded approaches based on contingency fit rather than a single best
way to manage an organisation (Donaldson, 2001). Unfortunately, due to the
limitations of this study we were able only slightly touch upon these subjects.
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5.2

Theoretical implications

Within the academic research emphasis on SME growth is relatively new and is seen
as a major shift for academics in their assumptions about firm performance. (Pasanen
2003, 2007; Brännback et al. 2014) From a theoretical perspective this study
contributes to the development of the SME growth literature with a focus on high-tech
companies. More specifically, the objective was to assess empirically the dominant
obstacles to growth associated with high-tech SMEs from Finland. The study showed
that not only there are certain factors that are perceived to hinder growth of high-tech
SMEs, but they can also be categorized into four classes proposed by Dobbs and
Hamilton (2007): management strategies; characteristics of the entrepreneur;
environmental/industry specific factors; and the characteristics of the firm.
Conceptually the thesis combined and brought together several approaches such as an
organizational life cycle, strategic management and entrepreneurship. It shows how
these approaches are interconnected and influence SME growth. Previous studies have
been applying these concepts independently e.g. Weinzimmer (2000), Moy and Luk
(2003), Pasanen (2003), Hashi and Krasniqi, (2011). Though, together with a distinct
target group of high-tech SMEs chosen for the purposes of the study, this made
comparison of the results to existing research quite challenging.
A compelling and emerging issue in this study is related to contingency theory.
General assumption from theoretical contributions reviewed is that organizational
growth results from a specific alignment between characteristics of firm design and
the context it operates.(Kazanjian, 1988; Dobbs and Hamilton, 2007; Brännback,
2014;) Nevertheless, empirical findings show that the best practice approach and
treating the process of fit as static can hardly be applied. In agreement with the
contingency model the process seems to be ongoing especially in fast moving business
environments as high-tech. Hence, it is assumed that the nature and timing of a
company’s growth will be a consequence of its own unique circumstances. Principally,
as it was recognized, there is an obvious need to further theoretical and empirical
research in this area. (Dobbs and Hamilton, 2007; Levie and Lichtenstein, 2010;
Wright and Stigliani, 2012; Kor et al., 2016 )
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Furthermore, the qualitative approach adds value to the studies on SME growth as the
majority of previous studies used quantitative methods (Dobbs and Hamilton, 2007;
Brännback et al. 2014). Having two groups of respondents and applying the qualitative
method facilitated the researcher to capture comprehensively managers’ and market
experts’ knowledge of high-tech SME growth obstacles.

5.3

Managerial implications

Operating in the present business world is demanding and not least for high-tech SMEs
that often have limited resources and capabilities to sustain uncertainty of turbulent
environment. The primary importance of SMEs within the economy is nevertheless
considerable, as in number they represent immense group of enterprises. (Dobbs and
Hamilton, 2007; Gupta et al., 2013; OECD 2017, 2018) By producing empirical
evidence we not only help to further their strive to sustain uncertainty, but also support
SMEs in their efforts to grow. This study provides some new clues and supports earlier
knowledge contributing towards better management of high-tech SMEs.
SMEs management being aware of factors hindering growth may improve the
performance of the fim by comparing the results of this work to the operations in
practice. (Pasanen, 2003; Hashi and Krasniqi, 2011) As the firms become aware of the
threats, which might harmfully affect the growth of business, they could try to protect
against them, but also remember that there are many ways to overcome difficulties.
Moreover, proactive reaction to such obstacles is encouraged, in which case they in
turn could be transformed into growth stimulating factors. (Donaldson, 2001; Pasanen,
2003; Feng et. al 2017)
According to the results the roots of growth obstacles are largely from firm and
management specific characteristics, therefore they are under the executive control.
Each firm should pay close attention to human resource management, financial
competencies and organisational system factors. Moreover, it is essential to ensure that
management has a strong industry and functional heterogeneity knowledge.
Furthermore, as already shown, there is no single obstacle that hinder business growth,
but a variety of factors affecting it. It is necessary to see the situation holistically and
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identify interdependencies between the factors. Environmental influence should also
not be underestimated, even though its effect is perceived to be inferior.
The study was performed among high-tech enterprises and market experts in Finland,
individual managers need to reflect on the results as the best way they see fit.

5.4

Validity and reliability of findings

According to Yin (1994) quality of research design can generally be assessed by
construct validity, internal validity, external validity and reliability. Where construct
validity requires an application of multiple sources of evidence and a creation of chain
of evidence (Yin, 1994; Saunders et al., 2009). To improve accuracy of analysis and
establish a chain of evidence the data source triangulation was implemented. (Yin,
1994; Ghauri and Grønhaug, 2010). Which in turn also enabled a more complete
illustration of the research problem. The researcher’s chain of reasoning was earlier
discussed in Chapter 3 - Research methodology. Further, citations from the interviews
were presented to support conclusions from empirical research.
The internal validity is a product of correlation between the emergent theory on
existing literature and empirical results linked to the literature (Eisenhardt and
Graebner, 2007). The theoretical part developed prior to the data collection is based
on the evidence from previous studies on SME growth and factors affecting SME
growth. By applying multiple theoretical perspectives, the researcher has adopted
theory triangulation to increase the level of knowledge and to strengthen own
standpoint from various aspects. The results are then discussed in light of the
developed theory. Further, when the shortcomings of applied perspectives were
identified, and additional review was conducted to fill the research gap. To ensure
accuracy of the findings the extensive description of research methodology and
empirical results were presented. The limitations of the study are discussed in a subchapter below.
Yin (1994) states that external validity is achieved through replication by mirroring
findings in another case. To enhance the validity of the findings, the research adopted
a multiple-case study. The empirical findings were moderately replicated across the
five cases with similar trends emerged throughout all the interviews. This suggests that
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there is a certain level of repeatability within the answers and gives reasons to believe
that similar results could be achieved in another study.
Concept of reliability reduces errors and bias and determines that the operations of the
study will deliver the same results if repeated (Yin, 1994). In order to reach an
acceptable level of reliability the present research has introduced the criteria for the
case selection (Sub-chapter 3.2). Method of collection of primary data with the help of
semi-structured interviews and the process of data analysis were also rigorously
discussed and described (Sub-chapter 3.3). To avoid data bias from interviews
indicated by Eisenhardt and Graebner (2007) only highly competent informants were
chosen. All the interviewees had extensive knowledge and experience in high-tech
SME growth. Furthermore, having two different groups of respondents gives an
opportunity to see the phenomena under study from diverse angles and yet ensures
credibility of results.
To gather comparable data, similar set of questions, presented in Appendices 2 and 3,
was asked from all the interviewees within the groups. To diminish the risk of
misinterpretation of the data, the interviews were then recorded and transcribed (Lee
and Lings, 2008). Ex-ante list of codes (Appendix 4) developed prior to data collection
is based on thorough literature analysis. It set the direction of the research (Ghauri and
Grønhaug, 2010) and was further uploaded as a mind map into the coding
environment. Constant process of coding can be identified as a potential source of bias.
Therefore, in order to avoid any partiality, each time a new code emerged, all the
interviews were analysed over again to update them. The ex-post list of codes is
introduced in Appendix 5 and contains all the final codes that the analysis was
conducted on.
Coding and the analysis process were performed in the CAQDAS NVivo, extracts of
which can be found in Appendices 7 and 8. The use of NVivo helped to establish a
chain of evidence through a systematic organisation of data and its coding. In general,
CAQDAS such as NVivo facilitate more reliable findings than other traditional means
of text analysis. The process of coding and analysis is also more transparent and
accessible to other researchers. This increases the credibility of results. Further, the
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degree of comparability is also achieved through a display of coded references
(Appendix 6).
Nevertheless, while methodology can be repeated by other researchers, research results
and conclusions are still subject to knowledge and interpretation of the researcher.
Therefore, in order to support reasoning, the research results and findings were tied to
the theory covered earlier in Chapter 2.

5.5

Limitations of the study and suggestions for future research

As is the case with studies of similar kind, this research has faced limitations of data
and methodology. These limitations will be discussed in this sub-chapter together with
suggestions for future research.
A considerable limiting factor is related to focus of the research due to resource and
time constraints. The subject of SMEs’ growth obstacles was investigated only in the
context of high-tech Finnish companies to enable clear focus of the study.
Intentionally, all company cases came from a personal network of the researcher and
geographic selection of Finland was due to the lack of access to equivalent companies
internationally. Confirming the results within a wider international population could
be appropriate in order to account for cultural implications. Further, by chance two
companies participated in the research, came from the education industry and the third
one from the information and communication industry (Eurostat 2019b). To deepen
understanding, future research could compare results to other industries. In addition,
single industry studies may bring more clarity if there are any dissimilarities across
industries.
The qualitative approach in general provides deeper insights to the phenomena. It
enabled the researcher to tap into the interpretations of company managers and market
experts on the subject. Though the number of cases limits the generalizability of the
research results, which is not a new problem as the bulk of empirical work at firm level
has been subject to this limitation. Having only one interviewee per case company
though raises bias to the results. More detailed insights would have been obtained if
all members of the team participated, not only managers. Due to time constraints of
case companies’ participation in the study this was not possible. Even though, by
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involving market specialists the reliability of results has been increased, future
research should take into consideration insights of different stakeholder groups. This
will insure more profound understanding of the topic and eliminate subjectivity of
responses.
The thesis tackled a cross-sectional time horizon (Saunders et al., 2009) as a high-tech
SME growth research field is very fragmented and underdeveloped. Besides, as a
delimitation the study was focusing on young high-tech companies not older than 5
years. As a matter of fact, all case companies were established throughout 2016,
making a cross-sectional approach more appropriate. This limits the data that would
be necessary for conducting a longitudinal study. Nevertheless, the researcher is
encouraged that the main findings of this study are somewhat consistent with what is
already known from the literature. Longitudinal study is critical for the future to
provide insights into the process of growth rather than an episode that goes in line with
the contingency theory (Donaldson, 2001).
Theoretical directions chosen for this study also place considerable limits. It was a
deliberate choice to apply theory triangulation in order to minimize bias, assure
completeness of findings and help to balance out any of the potential weaknesses of
each perspective. Though, several theoretical angles were knowingly left out for
instance Schumpeterian growth theory (see Brännback 2014). Given the complexity
of the task at hand, it is impractical to include all research streams into the literature,
since growth as a research topic is widely dispersed. Yet awareness of their existence
is imperative. As a result of the theory triangulation it was possible to rule out
competing hypotheses and propositions of different perspectives. On top of that, by
applying multiple lenses in the empirical result analysis it was possible to identify
common shortcomings that found their explanations in the contingency model.
Advanced research in this area is recommended as we were able only take a glimpse
at the situation and it is an extremely contemporary point of view (see Donaldson,
2001).
Despite these limitations, this research constitutes an important source of information
about the growth of high-tech SMEs from Finland and has produced valuable insights
into the impact of different factors on the growth. Empirical results to a certain degree
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were able to confirm conclusions from previous studies. Nevertheless, there are several
new trends that emerged and need more attention. Company strategic orientation and
influences of the environmental factors received less support. As the results are based
on the subjective assessment of the respondents who may have a tendency to
underestimate or exaggerate the importance of some obstacles, further research is
needed. Further, it was out of the scope of this study to measure the weighted level of
influence of the obstacles to growth and as findings suggest this is quite groundless to
do so as there is never one obstacle at a time that companies are dealing with, but
several of them. Finally, the interdependencies of certain factors from different or
within the same category of obstacles came to prominence and they are subject to
additional investigation.
The goal was to present every part of the research as openly and explicitly as possible
to diminish any misunderstandings. However, in different circumstances, a
quantitative research could have been conducted to verify the research results. The
method of data triangulation would also significantly improve the validity and
reliability of the results.
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APPENDICES
Appendix 1.

Questionnaire GROUP A - COMPANIES
Online Survey - Confidential
Respondent information
General profile of an entrepreneur / manager with previous experience. Major focus is on
entrepreneur’s / manager’s experience.
1. Gender?
a. Male
b. Female
2. Respondent's age?
a. less than 18 years
b. 18-29 years
c. 30-39 years
d. 40-49 years
e. 50-59 years
f. more than 60 years
3. Respondent's position in the enterprise? (You may select multiple responses.)
a. Founder
b. Owner-manager
c. Hired professional manager
d. Other, what? _____
4. How many years have you been in this position in the enterprise? (Round to the
nearest full number.)
_____ years
5. What is your highest level of education?
a. Primary and lower secondary education
b. Upper secondary education
c. Vocational education
d. Bachelor or equivalent level
e. Master or equivalent level
f. Doctoral or equivalent level
g. Other, what? _____
6. Which of the following statements best describes your professional experience
(excluding the experience from current work)?
a. no prior work experience

b. work experience mainly as an employee
c. work experience mainly as a manager
d. as much work experience as an employee and as a manager
7. If you have prior work experience, from which functional areas it is (excluding the
experience from current work)? (You can select multiple responses.)
a. Management
b. Planning
c. Research and development
d. Procurement and logistics
e. Production
f. Sales
g. Marketing and promotion
h. Finance
i. Other, what? _____
8. If you have prior work experience, how many years it has been in total (excluding
the experience from current work)? (Round to the nearest full number.)
_____ Years
9. Have you ever before been an owner in some other firm and participated in the
management and operations of the firm?
a. Yes
b. No
10. For how many years altogether have you been an entrepreneur (incl. time as a
member of an entrepreneurial team)?
a. _____ years
11. Are you a shareholder of some other firm at the moment (excl. ownerships in the
listed companies)?
a. yes, in how many firms? _____
b. No
12. If you are a shareholder of some other firms, are there business connections
between this firm and the other firms?
a. No
b. Yes, what kind? ____
Company information
General profile of a company with information on growth measures (turnover, employee
count, profit). Major focus is on company’s profile and development within past 4 years (if
applicable). Turnover and employee count are both growth measures used within the
study.
However, growth cannot be sustained without profitability, even though as a rule it has
been taken out of growth equation by several academic researchers, governmental

officials, investors and entrepreneurs. Thus we have to factor it as well and keep a close
look.
1. In what year was your company founded?
In year _____
2. What is your company's main line of business? (The Statistical Classification of
Economic Activities in the European Community classification is used.)
a. Agriculture, forestry and fishing
b. Mining and quarrying
c. Manufacturing
d. Electricity, gas, steam and air conditioning supply
e. Water supply; sewerage, waste management and remediation
f. Construction
g. Wholesale and retail trade; repair of motor vehicles
h. Transportation and storage
i. Accommodation and food services
j. Information and communication
k. Financial and insurance activities
l. Real estate activities
m. Professional, scientific and technical activities
n. Administrative and support service activities
o. Public administration and defense; social security
p. Education
q. Human health and social work
r. Arts, entertainment and recreation
s. Other service activities
t. Households as employers and production activities of households for own
use
u. Activities of extraterritorial organisations and bodies
v. Other, what? _____
3. Which of the following statements best describes the firm’s ownership structure?
a. The firm has one owner
b. The firm has one main owner owning more than 50%
c. The firm has one main owner owning less than 50%
d. The firm has a few (2-5) main owners owning equal shares
e. The firm has several (6 or more) owners, none of whom owns more than
20%
f. Tther,what?_____
4. If the firm has several owners, do more than one shareholder participate in the
management and operations of the firm continuously with a significant
contribution?

a. Yes
b. No
5. If the firm has several owners with a significant contribution to the management
and operations of the firm, do areas of their influence have strict boundaries and are
separated?
a. Yes
b. No
6. What was the average number of full time employees in following years? (*
The number of employees refers to both hired employees and managers; 2
part-time = one full-time; did not exist → 0)
a.
b.
c.
d.

2016: _____
2017: _____
2018: _____
2019: _____

7. What was the enterprise's turnover (EUR) in following years? (For example,
2 123 456,78 € → 2 123 000; did not exist → 0)
a.
b.
c.
d.

2016: _____
2017: _____
2018: _____
2019: _____

8. What was the enterprise's company's profit (EUR) in following years? (For
example, 51 234,56 € → 51, 000; -51 234,56 € → -51, 000; did not exist →
0)
a. 2016: _____
b. 2017: _____
c. 2018: _____
d. 2019: _____
9. Have any acquisitions made by the firm or has the firm merged with another firm?
a. No
b. yes, in the year(s): _______
Company performance
Understanding growth as seen by the company (seen through an entrepreneur’s /
manager’s perspective).
1. Does the enterprise aim at growing?

(Scale: Not at all / Very little / A little / Somewhat / A lot / Very much)
2. How do you think the following statements describe the term "business growth"?
(Scale: Strongly disagree / Disagree / I do not know / Agree / Strongly agree)
a. Growth of the number of employees
b. Turnover growth
c. Sales growth
d. Profit growth
e. Growth of market share
3. At which stage of growth you find the enterprise is? Please note that the company's
growth may halt to any of the steps described below for several years. In addition,
it is possible to move back to previous growth stages. (The model of four stages of
growth by Roberta Kazanjian from 1988 is used.)
a. Stage 1 - Conception and development: A period during which the primary
focus of entrepreneur and possibly of several others is on invention and
development of a product or a technology. Stage happens before the formal
creation, as signified by incorporation or by gaining a major source of
financial backing that goes beyond initial seed grants.
Structure and formality are nonexistent during this stage, with almost all
activities focused on technical issues as defined and directed by the
founding entrepreneur(s).
Major problems of organizations at this point include construction of a
product prototype and selling the product and business idea to financial
backers.
b. Stage 2 - Commercialization: Given financial backing, new ventures’ major
focus is on developing the product or technology for commercialization.
At this point, the organization largely resembles a new productdevelopment team, with its problems and competences largely being
technical. The focus is primarily on learning how to make a product work
well and on how to produce it beyond the model shop prototype approach of
the first stage.
In this stage, building an organizational task system becomes a
consideration. By this time, discrete organizational functions like
manufacturing and engineering have formally created, and others are
embryonic. Some critical functions may be assigned to part-time employees
or contracted out. In this period a single owner or a small number of
partners will dominate the venture.
Toward the end of this stage, venture’s product is publicly announced or
made available for sale.

c. Stage 3 - Growth: If a product is technically feasible and achieves market
acceptance, a period of high growth will typically result.
The major problems of a new venture at this point are to produce, sell, and
distribute its products in volume and to avoid being shaken out of the
market as ineffective or inefficient.
Under pressure to attain profitability, a venture carefully balances profit
against future growth. Many ventures experience a sequence of functionally
localised problems as each function faces the difficulty of building an
efficient and effective task system.
A new venture experiences an almost constant state of change. The original
general managers remain central to all decision making, but through this
stage there is a growth of hierarchy, an advent of functional specialization,
and a move toward adding professionally trained, experienced people.
d. Stage 4 - Stability: Growth rate slows to a level consistent with market
growth.
Major problems at this point are to maintain growth momentum and market
position. The typical focus becomes the development of a secondgeneration product. A professional, experienced manager or team of
managers may have replaced or may be supporting the original owner(s).
By this time, a venture has evolved from an organization technologyproduct development group into a stable, functional, operating company
characterized by bureaucratic principles across the organization. It adheres
to a formal structure and has correspondingly standardized and formalized
rules and procedures.
e. None of the above mentioned phases apply, because _____
4. Write down main 3-5 factors that you find positively affecting the company's
growth.
_____
5. Write down main 3-5 factors that you find negatively affecting the company's
growth.
_____
Additional information
1. Additional information and feedback on research.
_____
2. Do you want a summary of the study results to your email?
a. yes, e-mail: _____
b. no

Appendix 2.

Interview structure GROUP A - COMPANIES
Interview questionnaire – Confidential
Summarizing answers from the questionnaire answered beforehand. If not, then filling
information together with a respondent during the first part of the interview.
1. If the questionnaire was filled in before - only a quick introduction.
Questions about growth
Understanding growth incentives by the company and company’s resources and
capabilities to achieve them.
2.
3.
4.
5.
6.
7.

Are you aiming to grow your business, how and why (incentives)?
What is important to you in growth?
What are your goals for the growth of your company?
What changes have you made to your company to promote growth?
How have you financed your growth?
Have you changed your relationship with the stakeholders in your company to
achieve growth?
8. What activities should your business develop in order to accomplish what you are
aiming for in growth?
Issues limiting growth
Identifying obstacles to growth seen and/or experienced by the company.
9. Have you experienced internal factors affecting your business growth? How (HR,
Funding, Organizational Culture, Strategic Orientation)?
10. Have you experienced external factors affecting your business growth and if you
are how (General economic situation, Competition situation, Industry current
situation)?
11. Do you feel that growth is hampering business and has it impacted decisions to
grow your business?
12. Have you experienced any policy and/or tax regulatory matters affecting the growth
of your business?
Management profile
Exploring the role of an entrepreneur / manager in a company's growth.
13. Do you have previous experience in growth management? Successful? Negative?
14. What are your strongest qualities that help you manage a growing company?
15. What are your weaknesses and how do you compensate for those?
16. Does the structure of ownership influence company growth? How?

Additional information
17. Would you like to add something else and / or give feedback on the research?

Appendix 3.

Interview structure GROUP B - EXPERTS
Interview questionnaire - Confidential
Respondent information
1. Gender
a. Male
b. Female
2. What is your highest level of education?
a. Primary and lower secondary education
b. Upper secondary education
c. Vocational education
d. Bachelor or equivalent level
e. Master or equivalent level
f. Doctoral or equivalent level
g. Other, what? _____
3. What is your area of expertise?
4. Have you ever been an entrepreneur and participated in the management and
operations of the firm?
5. For how many years altogether have you been an entrepreneur (incl. time as a
member of an entrepreneurial team)?
_____ years
6. Are you a shareholder of some firm at the moment (excl. ownerships in the listed
companies)?
If yes, in how many firms? _____
Questions about growth
Understanding business growth from the perspective of an expert.
6. How do you think the following statements describe the term "business growth"?
(Scale: Strongly disagree / Disagree / I do not know / Agree / Strongly agree)
a. Growth of the number of employees
b. Turnover growth
c. Sales growth
d. Profit growth
e. Growth of market share
7. How important business growth is in your line of work?
8. Have you experienced differences in understanding business growth between you
and high-tech companies? How?

Issues triggering and limiting growth
Identifying factors influencing business growth from the perspective of an expert.
Obstacles to growth can evolve from the absence of triggers.
9. In your experience, what are the factors that facilitate growth?
10. What are the major obstacles to growth experienced by the high-tech companies
you have worked with? (External, Internal, Firm specific, Entrepreneurial, Industry,
etc.)
11. Is there any difference in perceived obstacles by the company and actual obstacles
faced? Can you please elaborate?
12. Do you feel that growth is hampering business?
Additional information
13. Would you like to add something else and / or give feedback on the research?
14. Do you want a summary of the study results to your email?
a. yes, e-mail: _____
b. no

Appendix 4.
Ex-ante codes (based on literature analysis)
Class

Factor

Entrepreneur/ manager
characteristics
Ability to learn
Age of entrepreneur
Attitude and motivation
towards growth + fear of
failure
Attitude to work
Curiosity - opportunity
seeking
Education
Entrepreneurial imagination
and vision
Experience, industry and
market specific knowledge
of the owner-manager
Financial adequacy:
financial knowledge, ability
to control cash flow
Level of stress and
pressure
Networking skills/lack of
potential cooperation
partners
Organizational and
managerial skills-ability to
manage growth
Reluctance to dilute
ownership
Self-confidence and ability
to create confidence
Strategic vs. operational
orientation

Characteristics of the
firm
Access to raw materials
and technology

Files

References

Amount of owners/size of
founding team and
heterogeneity of top
management team
Capacity for innovation
Commitment to quality
Competitive competence:
inadequate awareness of
competition
Flexibility/adaptability vs
systematic planning business model
Marketing capabilities &
close customer relations
Motivation and attitude
towards changes and news
Organizational complexity
Organizational slack
Poor timing for the start of a
business
Recruitment process
Skilled workforce
Social capital
Organizational / corporate
culture

Environmental/
Industry specific
characteristics
Access to financing
Environmental dynamism
Industry trend
Infrastructure
Institutional influence:
government policies and
attitudes of public officials
Market characteristics:
customers; low barriers to
entry - intensity of
competition (related to
market characteristics in
general, Porter's forces)
The economy

Strategic orientation/
Management strategies
Acquisition - unrelated
diversification - portfoliolevel strategy
Entrepreneurial orientation
Export orientation
Growth orientation
Innovation orientation
Market orientation
Product orientation
Profit maximization
Sustainable business
strategy/ strategic
orientation

Appendix 5.
Ex-post codes (extract from NVivo)
Class

Factor

Entrepreneur/
manager
characteristics

Files

References
5

128

Ability to learn

2

8

Attitude and motivation
towards growth + fear of
failure

2

4

Attitude to work

1

1

Attracting/recruiting the
right talent

4

12

Curiosity - opportunity
seeking

1

1

Education

1

2

Entrepreneurial
imagination and vision

4

15

Experience, industry and
market specific
knowledge of the ownermanager

4

18

First time entrepreneur

2

5

Level of stress and
pressure

3

3

Networking skills

3

15

Organizational and
managerial skills-ability
to manage growth

3

11

Reluctance to dilute
ownership

3

12

Self-confidence and
ability to create
confidence

3

4

Strategic vs. operational
orientation

3

17

5

175

Amount of owners/size of
founding team and
heterogeneity of top
management team

4

6

Capacity for innovation

1

2

Characteristics of
the firm

Commitment to quality

1

3

Competitive
competence~ inadequate
awareness of
competition

2

2

Execution

2

3

Financial adequacy

3

9

Firm size

1

1

Flexibility/adaptability vs
systematic planning business model

3

14

Full Scrum Team - Ability
to complete entire
innovation cycle on their
own

4

4

Learning and unlearning
capabilities

1

1

Marketing capabilities &
close customer relations

5

15

Motivation and attitude
towards changes and
news

3

10

Organizational
complexity

2

16

Phase of growth

2

8

Poor timing for the start
of a business

1

2

Recruitment process

4

12

Skilled workforce

5

33

Social capital

3

5

Stakeholder relationships

4

8

Technical capabilities
within the team

2

2

Unique product offering

3

4

Organizational ~
corporate culture

3

14

4

36

Access to financing~

3

9

Environmental
dynamism~

2

2

Environmental/
Industry specific
characteristics

Impact investors investors do not have
any industry specific
knowledge that could
help company to develop
further, grow

2

3

Industry trend

2

7

Institutional influence~
government policies and
attitudes of public
officials

3

5

Market characteristics
(Porter's forces)

3

8

5

55

Export orientation

2

4

Growth orientation

4

7

Innovation orientation

3

8

Market orientation

3

10

Product market fit

3

6

Product orientation

3

9

Profit maximization

2

2

Sustainable business
strategy~ strategic
orientation

1

3

Validated Business
Model - Scalable
business model

2

6

Strategic orientation/
Management
strategies

Appendix 6.
List of codes referenced

Class

Factor

Entrepreneur/
manager
characteristics
Ability to learn
Attitude and
motivation
towards growth
+ fear of failure
Attitude to work
Attracting/recrui
ting the right
talent
Curiosity opportunity
seeking
Education
Entrepreneurial
imagination and
vision
Experience,
industry and
market specific
knowledge of
the ownermanager
First time
entrepreneur
Level of stress
and pressure
Networking
skills
Organizational
and managerial
skills-ability to
manage growth
Reluctance to
dilute ownership
Self-confidence
and ability to
create
confidence
Strategic vs.
operational
orientation
Characteristics
of the firm
Amount of
owners/size of
founding team
and
heterogeneity of
top
management
team
Capacity for
innovation
Commitment to
quality
Competitive
competence~
inadequate
awareness of
competition
Execution

Files

References

Both
positive
and
negative
perception

5

128

10

24

34

34

11

1

2

14

2

8

2

6

5

7

1

0

0

0

2

4

0

1

4

3

1

0

0

0

1

1

0

1

3

1

0

0

0

0

4

12

1

1

11

7

1

1

0

3

1

1

0

1

3

1

0

0

0

0

1

2

0

0

2

2

0

0

0

0

4

15

3

5

13

8

1

0

2

4

4

18

3

8

9

12

3

0

1

2

2

5

0

4

1

1

0

0

0

4

3

3

0

3

0

1

1

0

0

1

3

15

0

4

9

7

5

0

0

3

3

11

5

5

6

9

0

0

1

1

3

12

4

3

5

10

1

1

0

0

3

4

0

0

4

2

1

0

0

1

3

17

4

4

14

13

2

0

0

2

5

175

9

16

18

24

4

0

0

9

4

6

0

0

0

1

2

1

0

2

1

2

0

0

0

0

0

0

2

0

1

3

0

0

0

0

0

0

3

0

2

2

0

0

0

1

1

0

0

0

2

3

0

1

0

0

0

0

1

2

Negative

Positive

HT
1

HT
2

HT
3

E1

E2

Financial
adequacy
Firm size
Flexibility/adapt
ability vs
systematic
planning business model
Full Scrum
Team - Ability to
complete entire
innovation cycle
on their own
Learning and
unlearning
capabilities
Marketing
capabilities &
close customer
relations
Motivation and
attitude towards
changes and
news
Organizational
complexity
Phase of growth
Poor timing for
the start of a
business
Recruitment
process
Skilled
workforce
Social capital
Stakeholder
relationships
Technical
capabilities
within the team
Unique product
offering
Organizational
~ corporate
culture
Environmental/
Industry
specific
characteristics
Access to
financing~
Environmental
dynamism~
Impact
investors investors do not
have any
industry specific
knowledge that
could help
company to
develop further,
grow
Industry trend
Institutional
influence~
government
policies and
attitudes of
public officials
Market
characteristics
(Porter's forces)

3

9

1

3

2

4

2

0

0

3

1

1

0

0

0

0

1

0

0

0

3

14

5

5

3

9

3

0

0

2

4

4

1

1

0

1

1

0

1

1

1

1

0

0

0

0

1

0

0

0

5

15

1

2

0

2

1

1

6

5

3

10

3

5

4

8

1

0

0

1

2

16

6

3

7

13

3

0

0

0

2

8

3

2

2

7

1

0

0

0

1

2

0

0

0

0

0

2

0

0

4

12

1

3

3

4

4

2

0

2

5

33

4

3

10

18

6

3

1

5

3

5

0

1

2

0

2

1

0

2

4

8

1

4

0

3

3

0

1

1

2

2

0

0

0

0

0

0

1

1

3

4

0

0

0

1

1

0

0

2

3

14

3

4

4

11

2

1

0

0

4

36

2

7

0

2

4

0

0

0

3

9

1

3

0

4

4

1

0

0

2

2

0

2

0

0

1

1

0

0

2

3

0

1

0

2

1

0

0

0

2

7

2

1

0

6

1

0

0

0

3

5

1

2

0

1

3

0

0

1

3

8

1

2

0

3

2

0

0

3

Strategic
orientation/
Management
strategies
Export
orientation
Growth
orientation
Innovation
orientation
Market
orientation
Product market
fit
Product
orientation
Profit
maximization
Sustainable
business
strategy~
strategic
orientation
Validated
Business Model
- Scalable
business model

5

55

1

4

3

5

1

0

0

1

2

4

0

2

3

2

2

0

0

0

4

7

0

2

0

3

1

1

0

2

3

8

0

0

0

4

0

0

3

1

3

10

0

0

2

3

0

0

5

2

3

6

0

0

0

1

0

0

2

3

3

9

0

0

0

5

0

0

2

2

2

2

0

0

0

1

0

0

0

1

1

3

1

1

0

3

0

0

0

0

2

6

0

1

0

0

1

0

0

5

Appendix 7.
Coding in NVivo
First, based on the extensive literature review a list of factors was created in excel and later
uploaded to NVivo in a form of a mind map:

Second, all parts of the mind map were converted into nodes, which later used for interview
text coding. Below is a fragment of a coding process with a list of nodes on the left, the
interview transcript in the middle and coding stripes of the text fragment on the right.

Throughout the coding process it is possible to see the list of coded references per node:

Appendix 8.
Data retrieval in NVivo
To get the whole picture, nodes were first explored and compared with visual tools available
such as Sunburst and Treemap:

By adjusting hierarchical levels of nodes (on the right) it is possible to see better in details:

With a help of comparison diagram it is easier to identify and then further analyze common
trends among the groups of respondents:

Matrix Query is useful to determine possible interdependencies among the factors:

And next analyse them within the text:

