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Abstract:

The question of SME growth has been a concernlaflacs, managers, practitioners
and governments for a long time. The reality ofvgio appears to be multi-dimensional
(Davidsson and Wiklund, 2006) and its determinams measurements, especially in small
businesses, have always presented a significaliepa for researchers. Hindering growth
requires a good knowledge of the causes, the sffaatl the processes of development.
Current studies on the firm’s growth suggest th& fundamental to develop integrative and
comprehensive approaches of growth. More precisegarch on business growth tend to
focus on entrepreneurial orientation, environmerdadracteristics, firm’s resources and
manager’s personal attitudes towards growth (Wikland al., 2009). It also points out a
need to study the influence of entrepreneurial gdeai making and entrepreneurial growth
intention on the business growth (Achtenhagen an@@i0).

This research is an attempt to make some prognetbe iunderstanding of the SME’s
growth by using an integrative model of influentieat allows envisaging the simultaneous
influences of the firm’s growth profiles (the firevaffiliation to one of the growth paths
obtained in a statistical typology) and the CEO&hdwvior on the growth rate (in terms of



variation of sales in 2009-2010). The aim of theseaarch model is then to question the
factors or contingency of the SME’s growth: factofsnertia or factors of impulse.

After the presentation of our literature review, mesent the empirical part of the
work. A typology of SMEs growth paths, based omaggé sample of firms (17 000), is
presented: six groups, composed by firms that hexgerienced differentiated growth
trajectories over a period of eight years, are tifled. Then a sizable survey among 427
French SME CEOs is set up to access qualitatiledystrategic orientations of CEOs: their
perception of the market growth; their strategigesttheir attitudes toward growth; their
perception of abilities (self-capabilities) to mgeaheir firm. CEOs growth intentions (at 1
and 3 years) are introduced as moderating variaBlgactural equation modeling analyses
are conducted.

Results highlight the influence of the various daieants of SME’s growth. They
confirm the idea that small business managers banse many different ways to achieve
growth and that the goals of growing are interdélpah with other strategic objectives
(Delmar and Wiklund, 2008). Regarding growth exgece, the results underline that, even if
growth deserves to be considered as crucial for §NtEshould not be taken for granted.
CEOs’ perceptions and attitudes have more influemteSME’s growth rate when CEOs
have low short or mid-term intention to developsifles, the analyses show the interest of a
focus on managers’ growth intention to study theESMyrowth process (Sadler-Smith and
al., 2003; Janssen, 2006; Wiklund and al., 2009 Tive selected variables chosen to
explain firm growth are relevant. But their relegandepends on the moderating variable
“growth intention” that emphasizes the extent tacliha manager articulates growth as an
objective, as well as its commitment to the executof an ongoing growth strategy
(Barringer and al., 2005) or the entrepreneur'slgaa aspirations for its firm growth
trajectory (Dutta and Thornhill, 2008). Indeed, C&®&trategic styles have a significant and
positive impact on the future growth rate. FinalB&£O’s attitudes toward growth have a
notable impact only in the short term for CEOs wiave a low intention to grow. Regarding
CEO’s perception of the market growth, it has obslg a significant and important

influence of SME’s growth rate.



FIRM'S GROWTH PROFILES AND CEO’'S ATTITUDES: THE MOD ERATING
ROLE OF GROWTH INTENTION ON FIRM'S GROWTH?

INTRODUCTION

The question of SME growth has been a concerrclodlars, managers, practitioners
and governments for a long time. Entrepreneursksparchers have pointed out growth as a
crucial indicator of venture success (Baum and2@l01). The economic crisis faced by most
European countries since 2008 has revived the delatut the significant contribution of the
small enterprises growth to the dynamism of ouneaties. In France, the new definition of
the “intermediary size firms” category, enactedlog Law of Modernization of the Economy
(August 2008), is no stranger to this general trdiee implementation of policy measures is
designed to promote businesses growth, particularfigstering the transition of SMEs in the
larger size class. By their size and flexibilitjtarmediary size firms have competitive
advantages in conquering niche or innovative marieetailleau, 2010). Clearly, growth in
SMEs has always been an essential driving for¢barprocess of economic growth and job
creation. This explains the number of studies wtiake been reviewed on the subject of
small firm growth (Davidsson and Wiklund, 2006; herd and Wiklund, 2009).

But the reality of growth is complex and the deteants of business growth and its
measurements, especially in small businesses, dawags presented a significant challenge
for researchers. Hindering growth requires a gooo\kedge of the causes, the effects and
the processes of development.

Economic literature (based on economic motivatioas)l stages of development
theories of growth generally assume that growtha featural and imperative phenomenon”
and that has nothing to do with the entreprenquitwities (Greiner, 1972; Churchill and
Lewis, 1983). In this approach, each of developnstages follows the previous one in an
incremental and progressive way (Greiner, 1972;r€hll and Lewis, 1983). Therefore only
the development profile counts.

The reality of growth appears rather multi-dimensio(Davidsson and Wiklund,
2006). Current studies on the firm’s growth suggesit it is fundamental to develop
integrative and comprehensive approaches of groMttine precisely, research on business
growth tend to focus on entrepreneurial orientatienvironmental characteristics, firm’s

resources and manager’s personal attitudes tovgrodeth (Wiklund and al., 2009). It also



points out a need to study the influence of en@eurial decision making and
entrepreneurial growth intention on the businessvit (Achtenhagen and al., 2010).

This research is an attempt to make some prognetbe iunderstanding of the SME’s
growth by using an integrative approach. Our irdége model of influences allows
envisaging the simultaneous influences of the rigrowth profiles (the firm’s affiliation to
one of the growth paths obtained in a statistigablogy) and the CEO’s behavior on the
growth rate (in terms of variation of sales in 2@&M.0). The aim of this research model is
then to question the factors or contingency ofSME'’s growth: factors of inertia or factors
of impulse.

The current trend in growth studies considers ditla¢r types of research (conceptual,
process) and methods (qualitative) are neededh&f2010 special edition of ET&P). Even
though our approach is quantitative, it partly amswvto these concerns as it takes into
account CEOs intentions and perceptions of theirenment with a quite important sample.
These perceptions can be regarded as qualitafimeriation.

After the presentation of our literature review, mesent the empirical part of the
work. A typology of SMEs growth paths, based oa@é sample of firms, is presented: six
groups of firms, which have experienced differaetiagrowth trajectories over a period of
eight years, have been identified. Then a sizalneey among 427 French SME CEOs has
been set up to access qualitatively the strateggni@tions of CEOs (their perception of the
market growth; their strategic objectives; thetitatles toward growth; their abilities (self-
capabilities) to manage their firm. And finally,eih growth intentions are introduced as

moderating variables.

1. SMALL BUSINESSES GROWTH: A LITERATURE REVIEW

1.1.Small businesses growth: a complex and muladsional phenomenon

Business growth is a complex and multidimensionaermmenon (Birley and
Westhead, 1989; Delmar and al., 2003). StudyingStki&s growth therefore implies to deal
with a real conceptual complexity. Factors influegcthe growth in small firms are
numerous and interconnected. Storey (1994) shoatsgitowth is a combination of factors
related to three dimensions: (1) the entrepreneassurces, (2) the firm and (3) the strategy.

In each dimension, a great number of componengsaat with each other. As an example,



prior self-employment is expected to influence omh@, itself having an impact on the
external equity.

As a consequence, it would be unreasonable to tige¢s growth issues without
previously defining what growth means (Delmar, 2006 fact, it appears that there is a gap
between what business growth means for practicaretshow it is defined and measured by
academic researchers (Achtenhagen and al. 2010)edver, the type of formula and
indicators used by academic researchers for megsgrowth has an impact on the nature of
the relationship between independent variables gnoavth (Weinzimmer and al., 1998;
Shepherd and Wiklund, 2009). It is a problem, foleast two reasons. First, we deplore a
lack of theoretical progress due to contradictangihgs and weaknesses in comparing and
accumulating knowledge across studies (Davidssdnahn2006). Secondly, there are some
influences of academic results on policy measuced$oster growth, and they could be
inadequate with businesses real priorities. Moreokesearchers have commonly adopted
growth as a measure of success in entrepreneund, fout this variable may not completely
reflect a given manager's definition of what condés successful efforts (Dutta and
Thornhill, 2008). More precisely, firms’ managemsider growth as a much more complex
phenomenon than scholars do. For example, manggenceived growth can be translated in
terms of increase in the company value comparés tmmpetitors. It can also be formulated
as quality management or social climate improvenmerthe firm. In others words, growth
deserves to be analysed as a result opracess of development in which an interacting
series of internal changes leads to increase ire ssccompanied by changes in the
characteristics of the growing objécfPenrose, 1959). The reality of growth is complex
(Davidsson and Wiklund, 2006). Current studies ba firm’s growth suggest that it's
fundamental to develop integrative and comprehenapproaches of growth. Wiklund and
al. (2009) found little overlap between the diff@réheoretical perspectives developed in the
literature on growth, and the final use of a lirditeumber of variablesThis is the reason
why they include entrepreneurial orientation, eonimental characteristics, firm’s resources
and manager’s personal attitudes towards growthati#ar crucial challenge for the future
study of growth lies in the focus on what happengractice. More precisely, research on
business growth needs to focus on the influencentfepreneurial decision making and

entrepreneurial growth intention on the businessvit (Achtenhagen and al., 2010).



1.2.Impact of managerial styles, attitudes andtadslon growth paths

Penrose (1959) showed that managers of growing aoiep are characterized by
specific systems of values, largely oriented towanshagination, long-term vision and
naturally in favour of ambitious development pré¢gecHer work has inspired many
extensions. In their Upper Echelons Theory, Hankbaod Mason (1984) showed that
cognitive characteristics of the management teafimeléoth the strategic direction of the
firm (product innovation and diversification, termkinternal and external growth, choices of
financing), but also its growth and profitabilitfzollowing them, many authors use
psychological variables related to managers’ valgeals and personal satisfaction (Smith
and al., 1994, Kilduff and al., 2000). As a consate, small business managers can choose
many different ways to achieve growth and the gdajrowing can be interdependent with
other strategic objectives (Delmar and Wiklund, 0For example, managers may want to
expand their firm by acquiring another firm or giog organically; increasing sales while
outsourcing the production; expanding sales butemgployment. If there is a contradiction
between the goal of expanding the firm and the rethedividuals goals, managers may
choose actions that do not completely fulfill thep@nsion goal. The theory of planned
behavior (Azjen, 1991) provides a recognized exatlanry model of behavior and intention.
This theory postulates that human behavior, to flectere, must be decided and planned.
Azjen assumes that behavior is determined by ientdefined itself by attitudes, social
norms and perceived control of the situation. Marecisely, attitudes reflect the manager’s
judgment - positive or negative - about the deglitglof his behavior and its consequences.
Social norms concern the considerations about enfte and opinion of close people
regarding managers’ behaviors. Finally, perceivedtrol of the situation refers managers’

beliefs on their own ability to conduct actions segsfully,ie a kind of self-efficacy.

1.3.Role of growth intention on growth trajectory

Even if growth deserves to be considered as crimigbMES, it should not be taken
for granted. In fact, most firms are born smalstay small (Kolvereid, 1992), because many
small business managers are not specially willmgotirsue the expansion of their firm
(Storey, 1994; Wiklund and al., 2003). The readamelved by managers are numerous, but
generally based on the negative consequences witgian quality of products and services,
managers workload and work tasks, employees wellgbe®r more economic factors like

financial outcomes and impacts on independence rtbwexternal stakeholders and



management control (Wiklund and al. 1997; Wiklumd al., 2003). For example, the risk of
deterioration of the working atmosphere and thdicdities of monitoring are the main
criteria of dissuasion for growth pointed out byvidisson (1989), while Wiklund and al.
(2003) underline recurrent conflicts between marmgegarding their growth strategy.
However, the authors refute the influence of pemkéinancial goals on managers’ behavior
towards growth. In the field of entrepreneurshggsearch conducted on the motivations of
entrepreneurs show that the motivation to credierameets other requirements related to
the environment, such as autonomy, recognitiorenses of belonging and security (Boissin
and al. 2008). For these reasons, focus on manageveth intention is essential in the study
of the growth process in SMEs (Sadler-Smith and 2003; Janssen, 2006; Delmar and
Wiklund, 2008; Wiklund and al., 2009). The varialigowth intention” emphasizes the
extent to which a manager articulates growth astgective, as well as its commitment to the
execution of an ongoing growth strategy (Barringed al., 2005) or the entrepreneur’s goals
or aspirations for its firm growth trajectory (Datand Thornhill, 2008). Hambrick and
Mason (1984) have stressed that leaders must reitgssonsider the growth of their
business as a deliberate choice and priority,af tivant to meet the challenge of sustained
long-term growth. Wiklund and Shepherd (2003) shinat growth intentions are much
higher when the growth rate is high. It is not ancmlence that one of the first criteria
considered by the authors who have begun to stpdygifically the phenomenon of high-
growth in the SME is the “growth intentionig aspirations of the leader to see its business
growing (Davidsson, 1989). Growth is hardly duel@ance; indeed, involvement to growth
is the starting point not only to access growth, dso to maintain it (Wiklund and al., 1997,
Barringer and al. 2005; Wiklund and al., 2009). sTimpact of the growth intentions is
enhanced in the SME context where the interpenatrddetween managers and their firm
explains that strategic decision-making power mqdiently concentrated in their hands
(Janssen and Witterwulghe, 1998). Determinants ecklab leadership, and specifically
managers’ growth intentions, are more likely to édn@n impact on SMEs growth than for
larger businesses. Moreover, growth intentionsnar@linear over time, but they evolve as
the firm develops (Dutta and Thornhill, 2008). imitgrowth intentions are themselves
modified or heavily transformed, according to threvgh success (earlier performance) and
the learning process (feedback from earlier grquvtditesses and performance) that managers
implement to meet the development requirementsn@ebnd Wiklund, 2008).

That being said, the motivation towards growth @& sufficient to achieve a high

level of growth, if it is not accompanied by thelidiles of managers to manage growth and to
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search and secure resources needed by the developatk of the firm. For example, these
abilities are linked to the leaders’ education axgperience, and to the environmental
dynamism of the company (Wiklund and Shepherd, 088me authors found that the
positive relationship between growth intentions gnalvth rate is stronger when the level of
education and the experience of the manager ake aigl when the environment is dynamic
(Orser and al. 1998; Wiklund and Shepherd, 2003yilger and al., 2005)Therefore,

growth intentions are likely to be heterogeneoud deeply influenced by a wide range of
individual, organizational and environmental fastoin this research, we believe it is
impossible to consider growth intentions indepetglerirom other variables which

characterize the manager’s behavior: What doestgrapresent for him? Which goals does

he look for while its firm is growing? Which abiés does he implement to manage growth?

2. RESEARCH MODEL AND METHODOLOGY

2.1. Data collection and measures

On a methodological point of view, a joint reséarapproach is deliberately
implemented. In a first time, a quantitative appgioavas undertaken to develop a typology of
SMEs’ growth paths. In a second time, we have coredla survey, interviewing more than
400 CEOs on their intentions, objectives, attitualed abilities towards growth.

Approach by clustering: a typology of SMESs’ growtths

More precisely, we conducted a non-hierarchicalssfacation approach with
dynamic clustering (SPSS 18.00). This method o$sifecation, which allows using large
volumes of data while optimizing the classificationteria, is now widely accepted as
analytical method that perfectly suits for the stuaf complex phenomenon of business
growth (Delmar and Davidsson, 1998; Delmar and28i03) This cluster analysis was used
to classify a large number of businesses into ivelgt homogeneous groups, according to
their profile and growth dynamics, by crossing seveultidimensional criteria (Ambroise et
al, 2011). The initial sample consists of 17,40drieh companies located in the Rhone-Alpes
region (France) and created before 2004, whos@vwarnvas more than € 500,000 in 2008.
These initial criteria were used to eliminate tleyvsmall and start-up firms because we

considered them as subject to significant failates in their first years of existence. The data



come from the DIANE-NEO databds@van Dijk Editor). The period of study runs from
2000 to 2008. A combination of five discriminatieariables of growth’s trajectory was
chosen. These variables allow us to consider thenghenon of growth in a
multidimensional way: in terms of intensity, voldyi, positioning relative to average
performance of the industry, recurrence and suabdity of the phenomenon over time
(Appendix 1). This first step in our methodologipals capturing a potential heterogeneity in
the growth screening. Six groups of firms with éréntiated growth trajectories over a period
of eight years could be expected to represent ammuam variation regarding their experience
with growth, while allowing for the recognition @ommon patterns within and between
groups. Due to its small size, th& group is not considered in further analyzes.

The notion of high - and hyper - growth refers timiam of sustained development of
the company, characterized by a high growth ra&r @vperiod of time, and potentially a
great and positive influence on job creation. Sitieework of Birch (1979) on “gazelles”,
the study of the phenomenon has led to a multigliof definitions and methods of
identification (Mustar, 2002; Almus, 2002; Juliendaal., 2003; Barringer and al., 2005;
Moreno and Casillas, 2007; Shepherd and Wiklund)92@Parker and al., 2010). Such
diversity affects variables for measuring growthiel widely vary from researcher to
another (Weinzimmer and al., 1998; Delmar, 200@m@only used indicators are given in
terms of inputs (staff, funds committed), outputsr{over, profits) or valuation (total assets,
market capitalization) (Garnsey and Heffernan, 20B&vertheless, the authors often prefer
the growth rate of sales at the expense of the tyromte of employment or assets, because
these criteria are too dependent on the choiceanfyative business (use of sub-contracting
or external labor) or changes in accounting priesidDelmar and al., 2003; Davidsson and
al., 2006; Moreno and Casillas, 2007; Barbero dnd2811). A diversity of definitions is
also observed regarding the mathematical methodsiezsure. The phenomenon can be
calculated in absolute or in relative terms. Bt #pproach in relative terms appears to be
more frequent. Similarly, the positioning withinethsector (measure of outperformance
compared with the average or median developmenpaares in the same sector) should be
preferred. Finally, the high or hyper-growth canhetan instantaneous event. But again, the
period of observation of the phenomenon differoserstudies, even if the authors agree to
consider a period of 3 or 4 successive years ohgtgrowth is symptomatic of a sustained
and sustainable development. This diversity ofrdigdns has led, in this quantitative step of

! DIANE-NEO compiles financial information that Fi@nfirms have to publish.



our methodology, to the adoption of a multidimensiodefinition of hyper-growth: a firm is
an hyper-growing firm if the growth rate of its arah turnover is more than 20%, while in the
top quartile of the growth rate of turnover of inslustry sector (based on the 2-digit French

code NAF) and is observed on three or four suceessars.

CEOs perceptions survey

The first step of our approach is essential foretieb understanding of the growth
phenomenon. But it is not sufficient to put intogmective the influence of CEQO’s intentions,
strategic styles, attitudes and abilities to grov@b, a sizable survey among French SME
CEOs has been set up to access more qualitativelgttategic orientations of CEOs. This
survey was conducted in 2009-2010 on 427 SME, éenRirench Rhéne-Alpes region. The
guestionnaire was administered during face-to-famviews with CEOs. Among a large set
of questions; they were asked to give: a/ theimginointentions; b/ their perceptions of the
market growth; c/ their strategic style (referrioghe CEOs general objective as to regard to
their firms, aiming independence, profitability, omith, sustainability, or patrimonial
concern); d/ their attitudes toward growth; e/ thperception of their abilities (self-
capabilities) to manage their firm (Appendix 2) uFof five dimensions are introduced in the
integrative model of influences presented beloverabeing associated with the SME’s
growth profile (ie the firm’s affiliation to one dhe growth paths in the typology). The fift

one, growth intentions at 1 and 3 years, are theaduced as moderating variables.

2.2. Integrative model of influences

The integrative model of influences presented welallows analyzing the
simultaneous influences of both the firms growtbfites (the firm’s affiliation to one of the
growth paths obtained in the typology) and CEOsabitis (the four dimensions mentioned
above) on growth rates (in terms of variation désdetween 2009 and 2010). The aim of
this research model (Figure 1) is then to questi@nfactors of contingency of the SMEs
growth: factors of inertia or factors of impulsero@th intentions are considered as

moderators.
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Figure 1: Integrative model of influences
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3. RESULTS
3.1. Growth profiles: results of a clustering agmwio

As said before, a non-hierarchical classification 17,404 French companies was
used to categorize SMEs into homogeneous grougsyding to their growth profile and
dynamics (Table 1). This non-hierarchical clasatiien approach with dynamic clustering
was based on a combination of five multidimensiovnatiables representing the growth
trajectory: intensity, volatility, positioning relge to average performance of the industry,
recurrence and sustainability of the phenomenorfast growth over time. The final
classification was stabilized in five groups: “dessing”, “sluggish”, “growing”, “fast
growing”, and “hyper-growing” firms. The first grputhe “decreasing” firms, represents 9.1
per cent of the sample and the second one, thgdislia’ firms 29.8 per cent. The third
group, the “growing” firms, rises 36.5 per cent,iltthe fourth group, the “fast growing”
firms represents 18.7 per cent. Finally, the fifiloup, the “hyper-growth” firms, reaches
only 5 per cent of the initial population. A sixtjroup, the “mega-growing” firms,
representing 0.5 per cent of the sample, was rethtwezause of the extremely volatile
financial data of firms and the very low humbercofmpanies belonging to this group. Firms

growth profiles were then saved in a qualitativeatde with five modalities.
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Table 1 — Growth characteristics by group

Gl G2 G3 G4 G5
D S G FG HG
Turnover
Mean 3514 3224 2851 2155 2237
Median (1454) (1214) (120)5 (1043) (85)3
Age

Mean 26,18 24,63 22,14 15,89 10,30

Median (22 (1)  (20)  (13) @)

V1. Annual average rate of growth
Mean -0,056 0,037 0,058 0,176 0,477

Median (.003g) (0.033) (0,057) (0,163) (0,433)

V2. Rate variance of annual average rate
of growth
0,058 0,008 5,821 251,223 860,418
Mean
(0,013) (0,005) (0,032) (0,076) (0,367)
Median

V3. Relative performance (1)
Mean -0,483 0,303 0459 1,355 3,602
Median (-0,334) (0,265) (0,456) (1,252) (3,371)

V4. Number of years of hyper-growth
Mean 0,08 0 1,45 3,11 4,32
Median  (0) ()] 1) 3) 4)

V5. Max. yrs of successive hyper-growth
Mean 0,08 0 1,09 2,12 3,43
Median  (0) ()] 1) 2 3)

(1) Aratio > 1 means the company is one of th 2est performing companies in its industry.

3.2. CEOs perceptions as determinants of firmsigno

The aim of this research is to modelize differestedminants of firm’s growth,
especially linked to CEQ'’s attitudes and perce®ion several variables. On this fact, CEO’s
perception on the market growth, strategic stytetude towards growth, perception of his

abilities and growth intention were extracted frima early mentioned questionnaire.
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In a first step, exploratory factor component as@lyere conducted on the “strategic
style”, “attitudes towards growth” and “perceptiohabilities” items, in order to identify the
different dimensions of these concepts and to edbhe number of variables. Then a
structural model is proposed including the previeaisables as well as the “perception of the
market growth”, directly asked to CEOs and measared quantitative variable (an expected
growth percentage), based on two temporal horifons and three years). Finally, “growth
intentions” (also measured on one and three yeaesintroduced as moderating variables in
the model designed to explain firms’ growth. Thiemion was classified as low when under

the median value of the sample and high when above.
3.2.1. Exploratory factor analyses

Regarding CEOQO'’s strategic style, two dimensions ideatified (Table 2): strategic
style oriented towards °‘Efficiency’ (profitabilityperennity and growth objectives) and

strategic style oriented towards the firm ‘Valuelandependence’.

Table 2: Component Analysis: CEQ’s strategic style

CEOQ'’s strategic style
Value &
Efficiency | Independence

Profitability ,892
Firm perennity 770
Growth ,631
Independence ,863
Value ,821
Cronbach's alpha ,610
R? ,436**
% of variance 42,112 22.45

The CEOs perceptions of the market growth go alongetllinensions: ‘Stimulation’,
‘Control’ and ‘No Risk’ (Table 3).

2 The “no risk” dimension means that the highersbere the less the CEO perceives a growing situasaisky.
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Table 3: Component Analysis: CEO’s perception efrtimarket growth

CEOs perception of the market growth
Stimulation Control No Risk
A opportunity to improve the well-being of emplogee ,820
A source of personal satisfaction and gratification ,786
A motivating challenge , 7107
An increase capacity to control and monitor operei ,813
A way of increased independence towards custorsepgliers and financial 4T
A source of danger and disturbance ,949
A situation that the company can easily handle ,589
Cronbach's alpha ,655
R? ,253*** -,285%**
% of variance 32,883 16,206 14,329

CEOs perception of abilities is summarized in thpaacipal area of expertise: ability

to ‘manage’, ‘develop’ and ‘maintain’ the activifyable 4).

Table 4: Component Analysis: CEQ’s perception efdbilities

CEOs perception of his abilities

Managing | Developing Maintainin
To establish procedures ,882
To define roles and responsibilities within youngmany 47
To manage projects ,680
To develop new products / services 876
To enter new markets / territories 782
To provide funding for the activity 874
To defend your market share 786
Cronbach's alpha 0,702
R2 0,436*** 0,426%**
% of variance 35,478 17,124 15,656

3.2.2. Confirmatory factor analysis and test ofrtimel (PLS approach)

Considering the relative complexity of the modele wsed confirmatory factor

analyses within a PLS approach. Bagozzi and Yi 9)19tave already pointed out that this

approach bypasses problems of traditional covagiasteucture analyses linked to small

sample sizes and the need for multivariate normsifrildution. Another advantage of

analyzing variance at a latent level using a stmattequations model is to measure the

overall effect, but also to break it down accordiegeach modality of the explanatory

variables selected (in this case the five determaf firms’ growth).

Moreover, the objective of this research is to thst moderating effect of CEOs

intention to develop their firm. To this end, thetimodology used is in line with multi-group
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analyses of variance at the latent level (Yi and1®191). This method offers the advantage of
providing, for each measurement variable and edalctaral coefficient, a test of the
difference between the value obtained for a givesug and the value resulting from an
analysis of the rest of the sample. So we performatii-group analyses to directly specify
the influence of a strongersuslow CEOs'’ intention to develop their fifhon the latent

variables concerned (in our case the firm’s groavii some of its determinants).

Table 5: Analysis of firms’ growth determinantsngimulti-group analysis within a PLS
approach

Moderating influence of CEOs intention to develop
on firms' growth determinants

General model of firms growth

- Intention to dewvelop at 1 year Intention to dewvelop at 3 years
determinants
Low Strong Low Strong
N=142 N=146 N=144 N=144
R? (Bootstrap) 0,147 0,068 0,101 0,083
First order latent variables Diff. Sign. Diff. Sign.
Firms growth profile 0,068*** 0,108** 0,117* 0,185**
CEO's Strategic Style 0,142** -0,016*** i -0,026*** 0,050%***
CEO's Attitude towards Growth 0,135** -0,029%** ok -0,029%** 0,025***
CEO's Perception of abilities 0,002*** -0,044**x -0,180** -0,020%** L
CEOQ's Market Growth Previsions -0,124** 0,104** * 0,157** 0,128**

Second order latent variables

CEO's Strategic Style Alpha Rho Diff. Sign. Diff. Sign.
Efficiency 0,779 0,891 0,417 0,516 0,541 0,457
Value and Independence 0,761 0,901 0,724 0,559 * 0,582 0,631
CEO's Attitude towards Growth Alpha Rho Diff. Sign. Diff. Sign.
Stimulation 0,885 0,932 0,368 0,589 ok 0,507 0,517
Control 0,668 0,858 0,437 0,301 0,285 0,384 *
No Risk 0,687 0,868 0,440 0,193 ok 0,404 0,219 *
CEO's Perception of abilities Alpha Rho Diff. Sign. Diff. Sign.
Managing 0,887 0,932 0,476 0,508 0,509 0,465
Developing 0,767 0,896 0,470 0,262 biid 0,296 0,377
Maintaining 0,837 0,926 0,253 0,357 * 0,333 0,322

On a statistical point of view (Table 5), all indicconfirm the stability of the model
just like the reliability and internal validity dhe first and second order latent variables (all
Alpha’s values are above 0,67 et all Rho’s valles/a 0,86).

3 The sample is divided on two groups, the High ghointention group and the Low growth intention gpawith a one year
horizon and a three year horizon. The Intentiorm@nanedian is the frontier between groups.

4 %% n<0,01; **, 0,01<p<0,05, *, 0,05<p<0,12.

5 The global model presents the following GoF:

Absolute GoF: 0,686; Relative GoF: 0,848; ExternaF(0),991; Internal GoF: 0,856.
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Even though models explain a small part of thearax@ of firm growth (between 7
and 15%), structural coefficients linked to deteramts are significant.

The results demonstrate that determinants of grangmot the same according to the
temporal horizon in which the CEO positions. Moregwvhe intention to develop the firm
(low versusstrong) has a moderating effect.

In other words, if we consider the CEO'’s intenttorgrow at 1 year, his perception of
his abilities as well as the firm’s growth profseem to have a relative weak influence on the
firm’s growth. On the other hand, the moderatinfg@f of the level of CEO’s intention to
develop his firm is very important. When the CE@ hdow intention to develop his firm, his
strategic style and attitudes towards growth haymsitive and significant impact on the
firm’s growth while his perception of the markebgtth has a negative effect. The influences
of these determinants are exactly reverse wheE®@ has a strong intention to develop. In
this case, his previsions of the market growth #redfirm’s growth profile become salient
while the influence of the other CEQO’s perceptiangeally weak.

If we consider the CEQO'’s intention to grow at 3 ngedhe firm’s growth profile as
well as the CEO’s market growth previsions appeath@ most striking determinants and
have a positive impact on firms’ growth. The resulilso highlight that the CEO’s
perceptions of his abilities can become a brakeHergrowth of his firm, in particular when
he has a low intention to develop. These resuliblight the risk of CEOs’ over confidence
in their abilities to manage specially when theyéha low intention to grow. In this case, two
factors negatively influence the firm’s difficultp grow: the weakness of the CEOs growth
intention and their false perceptions of their aailities to conduct their firms’ evolution.

Considering the second order latent variablesditherence between CEOs who have
strongversuslow intention to grow at one year echoes esséytialtheir attitudes towards
growth. In the case of a strong intention to depglgrowth is perceived as a stimulating
situation and CEOs think to have the capacity dnlitias to face this challenge that is to say
to manage, maintain and develop their firm’s attivOn the other hand, CEOs who have
low intention to develop perceive growth more aoarce of risk but they are also confident
in their abilities to control this situation. In trange manner, they appear to be more
confident in their abilities to develop their firmactivities. These conclusions join the above
discussion on the risk of over confidence. Thisven truer as the risky vision of the growth
becomes more strengthen in the case of low intertiogrow at 3 years (Table 5). Indeed,
the contribution of the “risk” dimension in the CEGittitudes toward growth is statistically

more important when he has a low intention to dgvel
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4. DISCUSSION

Even if the issue of this article is essentiallpative, its objective is to progress
towards a better understanding of the phenomengmnooith. It also aims to describe factors
that are likely to stimulate or to slow down thenfis growth in order to help the economic
and political players who try to improve their pics of support for the economic
development of the SMEs. In that perspective, theme several contributions for this
research. Results allow highlighting the influenc#sthe various determinants of SME
growth with the prospect of a general model integgasimultaneously various variables.
Results confirm the idea that small business masacgn choose many different ways to
achieve growth and that the goals of growing arerdependent with other strategic
objectives (Delmar and Wiklund, 2008).

Concerning growth experience, the results undethia¢, even if growth deserves to
be considered as crucial for SMEs, it should notdlken for granted. If growth experience
(approximated here by the growth profile variabdviously contributes to firms’ future
growth rate, results demonstrate that CEOs’ pei@epiand attitudes have also a significant
influence on the trajectory of the firm developme®d our results appear to converge with
recent works which criticize the “life cycle thebrwpproach of growth (Levie and
Lichstenstein, 2010). For all that, we can underlthat the impact of SME past growth
experience is higher when considering CEOs havisgang short- or mid-term intention to
growth compared to other independent variableserttains to investigate whether the past
growth experience influences CEQ'’s intention toelep.

Conversely, we can point out that CEOs’ perceptiansl attitudes have more
influence on SMEs growth rate when CEOs have lowrtsbr mid-term intentions to
develop. In that perspective, analyzing CEOs pdimep of abilities and competencies seems
to be an interesting avenue for research. Penrt®®89] identified two specific types of
competencies that are able to influence the grguticess: entrepreneurial and managerial
competencies. In this research, we show that masatstinguish three field of expertise:
managing, developing and maintaining firms actividpwever, we underline that the more
managers believe they have competencies, the hess firm grows. This paradoxical
situation is especially true for CEOs with low intien to grow. Further research should
explore this negative influence. It could be expéal by a problem of manager’s capabilities
myopia. Indeed, managers probably tend to reprodineesame behavior based on their

capabilities, while growth is precisely a capala@tchallenge. Growth and particularly high-
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growth require a permanent renewal of capabiliti¢embrick and al., 2005) or the detention
of scarce resources (Barney, 1991). It suggestsntlamagerial competencies could be, in
some cases, a factor of inertia. This could hamereturn, some impact on management
training programs.

Besides, the analysis presented above show theeshtef a focus on managers’
growth intention to study the SMEs growth proceg&sdler-Smith and al., 2003; Janssen,
2006; Delmar and Wiklund, 2008; Wiklund and al.02p The five selected variables chosen
to explain firm growth are found to be relevant.tBbeir relevance depends on the
moderating variable “growth intention” that emphas the extent to which a manager
articulates growth as an objective, as well asammitment to the execution of an ongoing
growth strategy (Barringer and al., 2005) or theegreneur’s goals or aspirations for its firm
growth trajectory (Dutta and Thornhill, 2008). Irde CEQO’s strategic style has a significant
and positive impact on the future growth rate. Ghowg not only due to companies whose
managers seek primarily growth. Our results dematesthat CEO’s strategic style has a
significant influence on the firm’s growth rate emendently of his personal goal-seeking
objective. This contribution joins those of Stefieand al. (2009) which underline that the
willingness of profitability is often the guaranteta future growth.

Finally, CEO'’s attitude toward growth has a notabipact only in the short term for
CEOs who have a low intention to grow. The influeiné¢ CEO’s attitude toward growth on
the growth rate disappears with a mid-term perspectThese results are somewhat
contradictory to the existing literature on the jsgb The time horizon of our study is
probably too small for meaningful relationshipsvibetn CEQO’s attitude toward growth and
the development of the company. Another explanatian also be discussed: CEOs can
clearly imagine the organizational opportunitiesnstraints and difficulties linked to growth
in the short term but they are not able to fix thema mid or long-term basis. In order to
improve this research, we could work on a mid amthiterm basis. Moreover it could be
interesting to explore more qualitatively CEOs petons that echo to the three dimensions
of growth vision (a source of stimulation, a sitaatthat must be controlled and a source of
risk).

Regarding CEO’s market growth previsions, they haleiously a significant and
important influence of SME’s growth rate. It theppaars remarkable that positive market
growth previsions are negatively linked to growthen growth intention is low at short term.
These results can participate to literature undBXO® over optimism and confidence
(Hambrick et Crozier, 1985).
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5. LIMITATIONS OF THE STUDY

This study contains some limitations that shouldplbeted out. They concern, at
least, the way of measuring (1) the CEO'’s intenttondevelop the firm and (2) his
characteristics in terms of strategic style, atttsitowards growth, perception of his abilities.
More generally, this limitation reveals the problémced by researchers willing to measure
intentions or attitudes towards growth (Achtenhageal. 2010). The manager’s willingness
and his visions of growth change over time, depapdin the results and growth already
achieved. Researchers frequently asks CEOs if waayt to grow and how much they are
willing to grow, and then conclude, if the businéss grown, that the aspirations for growth
are explaining this phenomenon. However, this méargetting that these aspirations have
their own internal dynamics, that they evolve otmere: past growth is changing aspirations,
sometimes to continue growing (because the CEO gemndhe situation with growth
limitation) and sometimes to limit ie(g create a new company to test new ideas). In ®ther
words, growth deserves to be analyzed as a rekaltarocess of development in which an
interacting series of internal changes leads ta@ase in size accompanied by changes in the
characteristics of the growing objédiPenrose, 1959). The use of cross-sectional idata
serious methodological limitation in this study. dAgrowth profiles included in the model
probably do not take into account all the dynampacts. Nevertheless, the sample size is a
strength.

Moreover, firms’ managers consider growth as a mmciie complex phenomenon
than scholars do. For example, manager’'s percegvedith can be translated in terms of
increase in the company value compared to his cbtope It can also be formulated as
quality management or social climate improvemertheafirm. Furthermore, growth must be
considered as a multidimensional and complex phenom that can come in several
interrelated dimensions: the manager's charadiesjstthe strategic choices, the
characteristics of the firm and its environment.

The work presented here has tried to see how thetlgrwas due to a combination of
factors focused on the manager (growth intenticgding of the market, objectives,
relationship to growth). We cannot pretend thatl&xrg the whole growth phenomenon. It
would be interesting to analyze whether the obskeretationships persist while taking into

account the organization characteristics and m&remment.
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Appendix 1 - The variables used for the statistitassification

Code Description Interpretation and calculation method
V1 Annual average Interpretation mean intensity of the phenomenon of growth
growth rates of sales Calculation: geometric average of annual growth rates of
sales calculated over the period 2000-2008
V2  Variance of the annuallnterpretation volatility of the phenomenon of growth
average growth rates Calculation: varianc& of the annual average growth rates of
of sales sales calculated on the based on the geometricageenf
annual growth rates of sales
V3 Relative performance Interpretation: position (over or under performance) of the
to industry growth rate of the company relative to its industry
Calculation annual average growth rates of sales / top
quartile of annual average growth rates of salethénsector
defined by the 2-digit code NAF (on a national basi
V4  Number of years of Interpretation number of years during which the company is
hyper-growth in hyper-growth context over the period 2000-2008
Calculation counting of number of years during which the
rate sales growth > 20% and criterion 3 is > 1.
V5  Maximum number of Interpretation number of maximum successive years during

successive years of
hyper-growth

which the company is in hyper-growth context over period
2000-2008

Calculation counting of maximum number of successive
years during which the rate sales growth > 20% aitdrion
3is>1.

® For many companies, the variance ranges from 0, teinte we are working on growth rates. Thus, the
variance enables a robust and realistic scalingy wéspect to the volatility of growth rates. Thanstard
deviation would tend to homogenize volatilitiesdéed, for the variances range from 0 to 1, thedsta@h
deviations will be greater than the associatedanags, while for variances strictly greater thath#, standard
deviations associated with them will be lower thanances.
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Appendix 2 — Items in the qualitative study on thdive dimensions

CEQ’s growth intentions:

According to your forecasts, which should be thenber of employees and the turnover of
your firmin :

Number of employees Sales
1 year
3 years

CEOQO’s market growth previsions:

Indicate the forecasted percentage of growth om gaarket:

- atlyear?
- at3years?

CEQO's strategic style:

What are your main objectives for your company?

Totally Totally

disagree agree
Independence @ @ 6 @ ®
Patrimonial concern ©) @ 6 ® ®
Growth ©) @ 6 ® ®
Profitability @ @ 6 @ ®
Sustainability of the company @ @ 6 @ ®
Transfer of the company @ @ 6 @ ®
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CEO’s attitudes towards growth:

For you, a strong period of growth of your companyresponds in:

Totally

disagree
A rewarding challenge @ @ 06 @
A source of danger and disturbance @® @ O @
A source of personal satisfaction and bonus @® @ 06 @
A possibility of improving the employees’ well- @ @ O @
being
A source of financial enrichment ©) @ O O]
An increase of the capacity to check and to control O] @ O ®
the operations
A way to increase the independence of the company © @ O @
towards his(her) customers, suppliers and finaacier
An improvement of the chances of sustainability cf o © 0 @
the company
A situation which the company can easily manage: ©) @ O ®

CEQ's perception of his abilities:
Among the following activities, in which do you fabe most comfortable?

Totally
disagree
To develop new products / services
To enter on new markets / territories
To insure the financing of the activity
To defend your market shares
To define and to reach objectives

To define the roles and the responsibilities within
your company

To find competent employees

To take calculated risks

To make decisions in situation of risk and
uncertainty

To check and reduce the costs

To set up procedures

To manage projects

O 000 00008
PO OO0 0000606
@O 000 00000066
OO OO 6666

Totally
agree

© 00 0000

© ©

Totally
agree

©o00 00060 00000006
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