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Abstract. SMEs (Small and Medium Enterprises) play a vital role in the economic and social life of the country. Existing studies mostly 

use proxy performance indicators and relatively general determinants of the performance of SMEs. The goal of the research is to 

contribute to the deepening and expansion of knowledge about the determinants of performance and growth of SMEs, while the growth 

and performance of SMEs are expressed by monetary indicators of actual performance, and the determinants of performance are 

ascertained in specific enterprises based on personal observation of the researcher. The research was conducted on a sample of 146 

SMEs. Descriptive statistics, correlation and regression analysis were used to analyze the research sample. The results of the research 

are the positive determinants, which are the ambitions of the founder, the number of employees, the excellence of the product, the 

diversity of the level of education and work experience of the employees, the level of education of the employees and the managerial 

experience of the founder. Negative determinants are the company's age, proof of product excellence, and explicit formulation of 

financial goals. The originality of the research lies in the use of audited performance indicators of specific SMEs, which are influenced 

by the determinants identified in these SMEs' field research. Determinants are divided into positive and negative, including the intensity 

of their influence, further into long-term and short-term, and according to the range of influence on various performance indicators. 

 

Keywords: SMEs, business growth; performance indicators; positive and negative determinants; short-term and long-term influence 

 

Reference to this paper should be made as follows:  Slávik, Š., Jankelová, N., Mišúnová Hudáková, I., Mišún, J. 2023. Entrepreneurship 

and Sustainability Issues, 11(2), 480-497. http://doi.org/10.9770/jesi.2023.11.2(32)  

 

JEL Classifications: L25, L26, M10  

 

 

1. Introduction 

 

Small and medium enterprises have become a recognized economic and social phenomenon of economic and 

social life (Malki, 2023). Their role in the economy and society cannot be overlooked. In the era of economic 

globalization, SMEs are recognized as the engine of sustainable economic development in developed and 

developing countries (Prasanna et al., 2019), (Khorshid et al., 2023). Even in developed countries, there are 

lofty expectations for SMEs' growth as the country's economic growth depends on them (Heilmann et al., 2018). 

Small and medium-sized enterprises are still an exciting topic to study because they play a significant role in 

employment (Simbaña-Taipe et al., 2019), (Eklund, 2020), and in the generation of gross domestic product 

(Sarwoko and Frisdiantara, 2016). Small and medium-sized enterprises are key to local economic development, 

contributing to job creation, poverty reduction, and economic growth. They help stimulate competition (Kessler, 

2007) and economic renewal, especially in transitioning from a command to a market economy. They show 
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more creativity, innovation, and flexibility than large firms (Ha et al. 2018). Cicea et al. (2019) believe that 

studying the performance of SMEs is necessary for three reasons: their significant impact on gross domestic 

product and unemployment, their ability to adapt to a rapidly changing environment, and the cultivation of free 

entrepreneurial initiative. In addition, SMEs contribute significantly to technological progress in society and 

innovation in the economy (Zygmunt, 2017). 

 

The arguments in favour of the existence and role of SMEs in the economy, business and society are favourable, 

but they do not lead to smooth business success. For example, the survival rate of new SMEs in Slovakia after 

five years of existence is 46.8%, which is in line with the European Union average (SBA, 2022, p. 44). In a 

competitive environment, SMEs look for small gaps to avoid direct pressure from large companies. Compared 

to large companies, their resources are quantitatively smaller and structurally limited. The existence of SMEs 

can be solved in several ways, but the healthiest way is to achieve sustainable growth (Yoo et al., 2018). 

Therefore, the fundamental question is what causes, influences, or promotes SMEs' business performance and 

growth. The answer to this question is the purpose and goal of the research, the results of which are presented 

in this article. 
  
2. Analysis of the Literature on the Growth of Small and Medium-sized Enterprises 

    
A company's growth is a manifestation of its viability, customer acceptance, and ability to seize opportunities 

and avoid threats. Pursuing growth is crucial for companies regardless of industry, age, or size (Kindström et 

al. 2022). The ability to sustain growth is a prerequisite for survival and prosperity (Dobbs and Hamilton, 2007). 

Explosive growth is essential for superior financial performance (Pearce and Pearce, 2020). From a family 

business perspective, growth is seen as a sign of success, particularly as a source of continuity and generational 

wealth creation (Stenholm et al., 2016). Business growth is not the result of chance but is linked to specific 

factors and attributes (Vaz, 2021). Small business growth is a multidimensional concept that is not easy to grasp, 

and researchers have not found agreement on a single measure (Cesinger et al., 2018). Understanding the reasons 

influencing small business growth can help ensure growth is regulated, thoughtful, and sustainable. 

 

Standard or proxy performance indicators are used to measure the growth and success of SMEs. In both cases, 

they measure business performance, which is expressed in different quantifiers and described from different 

perspectives because of its multiple meanings. Standard indicators measure financial performance, such as profit 

growth, sales growth, return on sales, return on assets, return on equity, financial performance (composite) 

(Ahinful et al., 2023), profitability (Grau and Reig, 2021), return on sales (Fiorentino et al., 2021). Business 

performance can be profit-oriented and focus on sales returns, cost efficiency, or operational activities, or 

market-oriented and then on market share, sales growth, or unit cost economy (Zhou, Park, & Ungson, 2013). 

Standard performance indicators do not only measure immediate performance, for example, for one year. 

Performance is also expressed over a more extended period, e.g., revenue growth (Kindström et al., 2022), sales 

growth (Eklund, 2020), (Dalgıç and Fazlıoğlu, 2021), increase in total assets (Ergün and Doruk, 2020). 

 

Proxy performance indicators express performance indirectly, e.g., competitiveness (Dvouletý and Blažková, 

2021), SME productivity (Owalla et al., 2022), export performance (Zuchella et al., 2019; Safari and Saleh, 

2020), access to sufficient financing (Batrancea et al., 2022), value added (Cicea et al., 2019). Another form of 

proxy performance indicators is represented by complex indicators, such as entrepreneurial success (Kozielski, 

2019) and the replacement of actual data with point scales (Ahinful et al., 2021), Maaji et al. (2023), which 

compare indicators such as profit growth, revenue/sales growth with indicators of similar companies in the 

industry. However, according to Fiorentino et al. (2021), employee growth is the most widely used non-financial 

alternative measure of start-up growth. The most commonly used measures of small business growth (Wiklund 

and Shepherd, 2003; Gilbert et al., 2006; Wiklund et al., 2009) are firm size growth and sales growth. With the 

advent of the digital era, the performance of SMEs is measured not only by financial but also by technical 

indicators (Kim, 2021). 

 

Little is known about which capabilities are more or less critical for achieving a particular dimension of 

performance, such as growth (Barbero et al., 2011). Internal and external determinants and their combinations 

influence business performance and its growth. The performance of SMEs is greatly influenced by the 
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experience, skills, values, and knowledge of employees (Malki, 2023) and their competencies (Eklund, 2020). 

Another study found that four factors, namely the owner's education level, the owner's marketing skills, 

customer complaints, and the firm's age, are important in determining the success or failure of SMEs (Maaji et 

al., 2023). Nazaro and Maltano (2023) also emphasize the owner's key role and predisposition to run the 

business; Rafiki (2020) reports the experience of the senior manager. The motivations of new entrepreneurs, 

such as the desire for success, financial reward, social recognition, and the desire for independence, are 

positively and significantly related to the growth of SMEs (Ismail, 2022), including the self-actualization of the 

founder (Ekinci et al., 2020). Kozielski (2019) writes that the knowledge of the market, the learning 

organization, and the marketing orientation of the founder and the employees make it possible to achieve better 

performance in the market; similar results were also obtained by Putra et al. (2019). However, in the background 

of personal determinants of growth, the intention to grow stands out, which is promoted by the ambition of the 

founder of the SME (Cesinger, et al., 2018). 

 

Innovation is a frequently cited internal growth factor for SMEs. Research shows that innovation is crucial to 

the growth of new firms (Arcuri et al., 2023). Innovation fundamentally increases the likelihood that a firm will 

grow rapidly (Dalgic and Fazlioglu, 2021). Differences in growth can be explained by different levels of 

innovativeness in new firms (Fiorentino et al., 2021). Family-owned SMEs benefit from an innovative 

orientation directly and indirectly related to firm growth through entrepreneurial activity (Stenholm et al., 2016). 

Zuchella et al. (2019) argue that entrepreneurial and innovative capabilities are the most influential antecedents 

of objective and subjective international performance measures. Innovation, in combination with an SME's 

leverage, size, and reputation, influences its profitability (Grau and Reig, 2021). Restrepo-Morales et al. (2019) 

write that the performance of SMEs depends on their internal innovation efforts, which focus on product 

development. Furthermore, their findings suggest that imitators perform almost as well as innovators. 

 

In addition to owners, employees, and innovation, the internal factors of SME growth include strategic 

flexibility (Brozovič et al., 2023), firm age (Coad and Karlsson, 2022), (Ur Rehman, et al., 2019), management, 

technology, and technical competence in marketing and innovation (Kim, 2021), and type of business ownership 

(Ahinful et al., 2023). According to Kindström et al. (2022), the specific challenges for the growth of SMEs are 

three central themes, namely, business model, leadership, and people. 

 

External factors do not receive as much publicity and scholarly interest as internal growth factors. This does not 

diminish their importance, but external determinants affect all sizes of firms, although not to the same extent. 

Most studies have focused on internal factors (Eggink, 2021). Ur Rehman et al. (2019) examined business 

environment factors mainly as barriers to SME growth: availability of finance, infrastructure, regulations, 

corruption, competition, and insufficiently educated labour force. Eggink (2021) conducted a comprehensive 

analysis of external influences, from which it is clear that their use in favour of the growth of SMEs is beyond 

the strengths and possibilities of this category of enterprises. A similar study was carried out by Cicea et al. 

(2019). From their conclusions, it can be deduced that they are intended more for the creators and regulators of 

the business environment than for the SMEs themselves. SMEs from the external environment can make the 

most of this information and resources, such as interest rates, business angels, bank support and public support 

(Batrancea et al., 2022), financial constraints in the region (Nizaeva and Coskun 2019), influence of industry 

concentration (Bartoloni et al., 2020). 

 

However, the company's sustainable growth is not the result of a single particular factor. Rather, it is a mixture 

of business strategy, organization and procedures that are interrelated or mutually influential (Malki, 2023). A 

study by Runtuk et al. (2023) shows that internal factors that are interrelated and strongly influence SME growth 

are MS (managerial skills), EO (entrepreneurial orientation) and OwS (ownership structure). In addition, 

external factors such as CIL (Customer Involvement and Location) (customer involvement and location) and 

GS (government support) also play an important role in reinforcing the impact of other SME growth factors. 

The concept of combined determinants of SME growth has also been explored to varying degrees in studies by 

Salder et al. (2020), Dvouletý and Blažková (2021), Vaz (2021), Owalla et al. (2022). From these studies, the 

relationships between the size of the firm and its competitive ability (Dvouletý and Blažková, 2021) and the 

idiosyncratic characteristics of the entrepreneur (Vaz, 2021) come to the fore. The results of a quantitative and 

http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2023.11.2(32)


ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES 

ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 

       2023 Volume 11 Number 2 (December) 

   http://doi.org/10.9770/jesi.2023.11.2(32) 
 

483 

 

qualitative analysis by Pearce and Pearce (2020) show that high-growth firms rely on different combinations of 

attributes related to advanced technology, market aggressiveness, and functional excellence. 

 

The literature analysis shows that both standard and proxy indicators of SME performance and growth are 

predominantly expressed in scoring scales that capture respondents' subjective assessments. There are relatively 

few studies that work with specific data on the performance and growth of SMEs. In many countries, individual 

data on the performance and growth of a particular SME are not publicly available or are available only in some 

detail for a fee. Very few studies describe in more detail the nature of the internal factors that influence firm 

performance and growth. Most studies are based on publicly available data and, therefore do not go deep enough 

inside the company, and broadly constructed determinants are much more prevalent. Among the internal 

determinants, the person of the owner and founder, the internal characteristics of the company, whose bearers 

are the employees, and motives for growth and innovation come to the fore. It can be assumed that research 

using individual data on the growth and performance of specific SMEs from audited sources and identifying 

growth determinants through field research in these SMEs will contribute to deepening and broadening 

knowledge about the internal determinants of SME growth and performance. 

 

3. Aim, Research Sample, and Research Methods 

 

The research aims to identify the internal determinants of growth and performance of small and medium-sized 

enterprises. The growth and performance of SMEs are expressed by actual economic results, substitute or proxy 

indicators measured in rating scales are not used. Internal determinants of performance are identified in specific 

companies based on personal observation of the researcher. 

 

The analysis of the literature shows that essential determinants of the performance and growth of SMEs are the 

founder/owner/leading person of the firm (by leading person we mean the most senior employee, who can be 

the founder, owner and at the same time e.g., the director of the company or a hired professional manager), 

employees, growth ambitions, and innovations that have an internal (intra-firm) origin. Most of the literature 

analyzed these determinants have a declarative and hypothetical character without empirical verification. The 

decision to focus on internal factors is also supported by a study on SME growth (Salder et al., 2020), which 

found that out of 208 citations on this topic, 33% were devoted to company characteristics, 30% to the external 

environment, 23% to strategy, and 14% of citations belonged to assets. The company's leading person and 

employees are an essential part of the company's characteristics, and growth ambitions significantly influence 

the company's strategy. 

 

3.1 Research Sample and Field Research 

 

The research was conducted in 146 small and medium-sized enterprises on the territory of the Slovak Republic 

between October and November 2022. The only condition for selecting a company for the sample was its size. 

The branch of business was not a requirement, although it was recorded. The selection of companies was 

deliberately random to avoid emphasizing or favoring any other characteristic, apart from the size of the 

company, which could influence its performance and growth. The research was conducted in the form of a 

structured interview based on a questionnaire in direct contact between the respondent and the researcher. 

Sectoral classification of the SMEs studied according to SK NACE (Nomenclature statistique des économiés 

économiques dans la Communauté européenne): 

C - Industrial production: 27 

E - Water supply; Sewerage, waste management, and remediation activities: 3 

F - Other building completion and finishing work: 12 

G - Wholesale and retail trade: 40 

H - Transport a storage: 2 

I - Accommodation and food services: 5 

J - Information and communication: 17 

K - Financial and insurance activities: 6 

L - Real estate activities: 1 

M - Professional, scientific, and technical activities: 12 
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N - Administrative and support service activities: 12 

P - Education: 1 

Q - Human health and social work activities: 5 

R - Arts, entertainment, and recreation: 3 

 

3.2 Application of Statistical Methods 

 

Business performance is expressed by indicators of revenue, sales and economic results achieved in 2021, and 

performance growth is expressed by indicators of ln revenue avg, ln sales avg and economic results avg for the 

period 2016 to 2021. The data on company performance comes from the Finstat database 

(https://www.finstat.sk), which uses, processes, and displays data from the Register of Financial Statements 

database (https://www.registeruz.sk). This database contains primary and audited accounting data of the 

surveyed SMEs. Performance and growth indicators are dependent variables in regression models. 

 

The dependent variables, revenue and sales, were transformed using a logarithm before building the regression 

models because the distribution of the values of these variables is highly skewed, which can cause bias in the 

estimates obtained through statistical analyses. In this case, logarithmic transformation is the most common data 

transformation type in econometric models. In this study, it helped to arrange the variable values symmetrically 

and alleviate the problem of extreme values. Logarithmic transformation was not used for the dependent 

variable, economic result, because this variable also acquires negative and zero values. The distribution of 

values is relatively symmetrical, so transformation is unnecessary. 

 

The regression model was built using backward or stepwise methods, which search for independent variables 

that significantly influence the dependent variable based on the statistical significance of the variables in the 

regression model. In the backward method, variables are gradually eliminated from the complete model 

containing all the selected explanatory variables, based on tests of statistical significance, until the step at which 

all the remaining variables are statistically significant. The stepwise method is based on gradually including 

variables with the highest correlation with the dependent variable. At the same time, the statistical significance 

of variables previously included in the model is also tested at each step. If a variable is found insignificant 

during the step, it is removed from the model. A regression model is built for each dependent variable using 

both procedures, and the resulting model is selected based on actual significance and interpretability. The quality 

of the regression model is assessed using the coefficient of determination (R2) and the adjusted coefficient of 

determination (adjusted R2). The significance of the overall model is tested using the ANOVA test. 

 

Potential determinants of performance and growth (Figure 1) are the product and its innovativeness, the leading 

person of the company, the employees, and the interest in the growth of the company (growth ambitions). The 

detailed content of the verified determinants and their measurement scales are given in the Appendix. The data 

on determinants come from field research on SMEs. Determinants of performance and growth represent 

independent variables in regression models. 
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Figure 1. Model of determinants of business performance and growth. 

 

4. Results of the Analysis of the Research Sample 

 

The results of the analysis of the research sample are divided into five groups A, B, C, D and E. Group A (Table 

1) shows the determinants divided by individual dependent variables, which are revenues, sales and economic 

results in 2021 and revenues, sales and economic results for the period 2016 - 2021, which serve to express the 

growth of business performance. Group B (Table 2) shows the determinants sorted by the magnitude of their 

impact on the performance indicators, the basic distinction being between positive and negative impact. Group 

C (Table 3) distinguishes between short-term results, which record the impact of the determinants on 

performance in 2021, and long-term results, which record the impact of the determinants on performance growth 

for the period 2016 - 2021. Group D shows the range, or the extent of the influence of the determinants on 

several performance indicators. Group E shows the sensitivity of performance indicators to influential 

determinants. 

 
Table 1. Group A: Results of regression analysis – influence of determinants on revenues/sales/economic result 

 

Dependent variable Independent variable statistically significant Influence regress. 

coef. B 

ln revenues 2021 number of employees positive ↑ 0,025 

ln revenues avg age of company negative ↓ - 0,043 

ln revenues avg financial goals* negative ↓ - 0,368 

ln revenues avg ambitions* positive ↑ 0,405 

ln sales 2021 number of employees positive ↑ 0,023 

ln sales 2021 reasons for starting a business * negative ↓ -0,406 

ln sales avg age of company negative ↓ - 0,042 

ln sales avg evidence of product excellence* negative ↓ - 0,481 

ln sales avg homogeneity vs. heterogeneity of education level* positive ↑ 0,364 

ln sales avg homogeneity vs. heterogeneity of working experience* positive ↑ 0,352 

econ. result 2021 level of education of employees positive ↑ ** 

econ. result 2021 NACE M (Professional, scientific, and technical activities) negative ↓ *** 

econ. result 2021 evidence of product excellence * negative ↓ - 0,340 

econ. result 2021 number of employees* positive ↑ 0,397 

econ. result 2021 ambitions* positive ↑ 0,358 

econ. result avg excellence of product positive ↑ 10,568 

econ. result avg management experience of the founder* positive ↑ 0,329 

econ. result avg ambitions* positive ↑ 0,347 

 

independent variables statistically significant at the 0.05 level 

*independent variables statistically significant at the 0.1 level 

**Beta = 518 053,29; ***Beta = -1 024 713,6; **; ***(it is not appropriate to use a log. transformation) 

 

Business 
performance

Product/
Innovation

Leading 
person

Employees

Growth 
ambitions
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4.1 Model for ln Returns 2021, Stepwise Method 

 

Dependent variable: ln returns 2021 

* statistically significant independent variable is the number of employees, B = 0.025, sig. 0.015 

Interpretation: if the number of employees increases by 1 in 2021, revenues will increase by 2.5%; if the number 

of employees increases, revenues also increase in the last monitored year; 

the model explains 37.6% of the variability of the dependent variable 

the model is statistically significant at the 0.05 level, sig. 0.015 

 

4.2 Model for ln Returns avg for the Monitored Period, Stepwise Method 

 

Dependent variable: ln returns avg for the monitored period 

* a statistically significant independent variable is the age of the company, B = - 0.043, sig. 0.005; 

Interpretation: If the age of the enterprise increases by 1, the average returns decrease by 4.3%; as the company's 

age increases, its average revenues for the monitored period decrease. 

The model explains 46.2% of the variability of the dependent variable. 

The model is statistically significant at the 0.05 level. 

Independent variables statistically significant at the 0.1 level: 

* financial goals, Beta ln = - 0.368, sig. 0.067; 

Interpretation: If the financial goals are explicitly formulated, then the performance of the company decreases; 

however, companies that explicitly set financial goals have a share of 21% in the research sample, while 81% 

of companies, i.e., four times more, do not formulate financial goals. 

* ambition, Beta ln = 0.405, sig. 0.072; 

Interpretation: if ambitions increase by one degree/point, average returns will rise; as the company's ambitions 

grow, its average revenues for the monitored period increase. 

 

4.3 Model for ln Sales 2021, Stepwise Method 

 

Dependent variable: ln sales 2021 

* Only the number of employees is a statistically significant variable, B = 0.023, sig. 0.026; 

Interpretation: If the number of employees increases by 1, sales will increase by 2.3% in 2021; if the number of 

employees increases, sales increase in the last observed year. 

The model explains 35.1% of the variability of the dependent variable. 

The model is statistically significant at the 0.05 level, sig. 0.026. 

Independent variables statistically significant at the 0.1 level: 

* reasons for starting a business, Beta ln = -0.406, sig. 0.086; 

Interpretation: If the share of psychological reasons for starting a business increase, sales will decrease in 2021; 

if the share of situational reasons for starting a business increase, then in the last observed year sales decrease. 

 

4.4 Model for ln Sales avg for the Monitored Period, Stepwise Method 

 

Dependent variable: ln sales avg for the monitored period 

* a statistically significant variable is the age of the company, B = - 0.042, sig. 0.013; 

Interpretation: If the age of the enterprise increases by 1 year, the average returns will decrease by 4.2%; if the 

age of the company increases, its average revenues for the monitored period decrease. 

The model explains 38.7% of the variability of the dependent variable. 

The model is statistically significant at the 0.05 level, sig. 0.013. 

Independent variables statistically significant at the 0.1 level: 

* proof of exceptionality, Beta ln = - 0.481, sig. 0.099; 

Interpretation: If the evidence of product excellence is increasing, then the average returns for the observed 

period are decreasing. 

* homogeneity of level/degree of education of employees, Beta ln = 0.364, sig. 0.098; 

Interpretation: If the homogeneity of the level of education decreases, or heterogeneity increases, the average 

returns for the observed period increase. 
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* homogeneity of employees' work experience, Beta ln = 0.352, sig. 0.10; 

Interpretation: If the homogeneity of work experience decreases, or heterogeneity increases, then the average 

returns for the observed period increase. 

 

4.5 Model for Economic Result 2021, Stepwise Method 

 

Dependent variable: economic result 2021 

Statistically significant variables are: 

* predominant education of employees, Beta = 518,053.3, sig. 0.000; 

Interpretations: If the prevailing education of employees increases by 1 degree, the hosp. result in 2021 by 

518053 units; as employees' education level increases, the economic result increases in the last observed year. 

The model explains 45.7% of the variability of the dependent variable. 

The model is statistically significant at the 0.05 level, sig. 0.006. 

* NACE M (Professional, scientific, and technical activities), Beta = -1,024,713.6, sig. 0.000; 

Interpretation: Enterprises in the NACE M category have (ceteris paribus) an economic result in 2021 of 1.026 

mil. units lower than enterprises in other NACE categories, which were, however, statistically insignificant. 

The model explains 86.9% of the variability of the dependent variable. 

The model is statistically significant at the 0.05 level, sig. 0.001. 

Independent variables statistically significant at the 0.1 level: 

* proof of exceptionality, Beta ln = -0.340, sig. 0.097; 

Interpretation: If the evidence of product excellence is increasing, then the economic result in the last monitored 

year is decreasing. 

* number of employees, Beta ln = 0.397, sig. 0.081; 

Interpretation: If the number of employees increases, so does the economic result in the last monitored year. 

* ambition, Beta ln = 0.358, sig. 0.079; 

Interpretation: If ambitions grow, the economic result also grows in the last observed year. 

 

4.6 Model for Economic Result Average for the Monitored Period, Stepwise Method 

 

Dependent variable: economic result average for the monitored period 

* only product/service excellence is a statistically significant variable, B = 10.568, sig. 0.001; 

Interpretation: If product/service excellence increases by 1 degree, the average economic result of the company 

will increase by 10,568 units; if the exceptionality of the product/service increases, the average economic result 

of the company increases in the monitored period. 

The model explains 59.7% of the variability of the dependent variable. 

The model is statistically significant at the 0.05 level, sig. 0.001 

Independent variables statistically significant at the 0.1 level: 

* managerial experience of the founder before starting the business, B = 0.329, sig. 0.063; 

Interpretation: Longer managerial experience of the founder before starting the business has a favourable effect 

on the growth of the average economic result in the monitored period. 

* ambition, B = 0.347, sig. 0.051; 

 

Interpretation: If ambitions grow, the average economic result also grows in the monitored period. 
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Table 2. Group B: Results of regression analysis – the size of influence of significant factors. 

 

Dependent variable Independent variable statistically significant Influence regress. 

coef. B 

econ. result avg excellence of product positive ↑  10,568 

ln revenues avg ambitions* positive ↑ 0,405 

econ. result 2021 number of employees positive ↑ 0,397 

ln sales avg homogeneity vs. heterogeneity of education level* positive ↑ 0,364 

econ. result 2021 ambitions* positive ↑ 0,358 

ln sales avg homogeneity vs. heterogeneity of working experience* positive ↑ 0,352 

econ. result avg ambitions* positive ↑  0,347 

econ. result avg management experience of the founder* positive ↑ 0,329 

ln revenues 2021 number of employees positive ↑ 0,025 

ln sales 2021 number of employees positive ↑ 0,023 

econ. result 2021 level of education of employees positive ↑ ** 

ln sales avg age of company negative ↓ - 0,042 

ln revenues avg age of company negative ↓ - 0,043 

econ. result 2021 evidence of product excellence * negative ↓ - 0,340 

ln revenues avg financial goals * negative ↓ - 0,368 

ln sales 2021 reasons for starting a business * negative ↓ - 0,406 

ln sales avg evidence of product excellence * negative ↓ - 0,481 

econ. result 2021 NACE M (Professional, scientific, and technical activities) negative ↓ *** 

 

independent variables statistically significant at the 0.05 level 

*independent variables statistically significant at the 0.1 level 

**Beta = 518 053,29; ***Beta = -1 024 713,6; **; ***(it is not appropriate to use a log. transformation) 

 

 

Positive factors: 

• the number of employees is recorded three times as a relevant independent variable or influential 

positive factor, 

• ambition as a characteristic of the leading person of the business is recorded three times as a relevant 

independent variable, once the managerial experience of the founder before starting the business is 

recorded, these are influential positive factors, 

• the level of education and the work experience of the employees in terms of their diversity are recorded 

as two relevant independent variables, which have a positive effect on the performance of the company 

with increasing diversity, 

• the level of education of the employees is recorded once as a relevant independent variable or an 

influential positive factor, 

• the excellence of the product is recorded once as a relevant independent variable or an influential 

positive factor. 

 

Negative factors: 

• the age of the firm is recorded twice as a relevant independent variable or influencing factor, but with 

a negative effect, 

• reasons for starting a business are recorded once as a relevant independent variable or influencing factor, 

but with a negative impact (as the share of psychological reasons increases, the firm's performance 

decreases), 

• evidence of product excellence is recorded twice as a relevant independent variable or influencing 

factor, but with a negative impact, 

• the explicit formulation of financial goals appears once as an influential determinant, but with a negative 

effect, 

• NACE M companies are the only type of companies that determine their own performance from this 

point of view, but with a negative impact. 
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Strength of the influence of factors: 

Strong factors for performance and growth are product excellence, ambition, diversity of education and 

employees' work experience, education level of employees, management experience of the founder, and number 

of employees. However, the number of employees has both a strong and a weak effect on the firm's performance, 

depending on the type of indicator. The age of the firm has a negative effect on the performance and growth of 

the firm, but its influence is small. The influence of the reasons for starting a business is relatively strong, but 

the negative trend means that performance decreases as the psychological reasons for starting a business 

increase. The choice of industry also has a negative effect on firm performance, but the relevant consequences 

are only for one industry (NACE M). The determinants evidence of exceptionalism and explicit formulation of 

financial objectives have a negative effect, which is not in line with common experience. 

 
Table 3. Group C: Results of regression analysis – short-term (2021) vs. long-term view (avg) 

 

Dependent variable Independent variable statistically significant Influence View 

ln revenues 2021 number of employees positive ↑  

 

 

 

short-

term 

ln sales 2021 number of employees positive ↑ 

ln sales 2021 reasons for starting a business * negative ↓ 

econ. result 2021 level of education of employees positive ↑ 

econ. result. 2021 NACE M (Professional, scientific, and technical activities) negative ↓ 

econ. result 2021 evidence of product excellence * negative ↓ 

econ. result 2021 number of employees * positive ↑ 

econ. result 2021 ambitions* positive ↑ 

ln revenues avg age of company negative ↓  

 

 

 

 

long-

term 

ln revenues avg financial goals * negative ↓ 

ln revenues avg ambitions* positive ↑ 

ln sales avg age of company negative ↓ 

ln sales avg evidence of product excellence * negative ↓ 

ln sales avg homogeneity vs. heterogeneity of education level * positive ↑ 

ln sales avg homogeneity vs. heterogeneity of working experience * positive ↑ 

econ. result avg excellence of product positive ↑  

econ. result avg management experience of the founder* positive ↑ 

econ. result avg ambitions* positive ↑  

 

independent variables statistically significant at the 0.05 level 

*independent variables statistically significant at the 0.1 level 

 

Short-term factors (business performance in 2021): 

• the number of employees is recorded three times as a relevant independent variable or an influential 

positive factor, 

• the level of education of the employees is recorded as a relevant independent variable or an influential 

positive factor, 

• ambition as a characteristic of an entrepreneur is recorded once as a relevant independent variable, it is 

an influential positive factor, 

• reasons for starting a business are recorded once as a relevant independent variable or an influential 

factor, but with a negative impact (when the share of psychological reasons increases, the performance 

of the enterprise decreases), 

• doing business in the industry of NACE category M has a negative impact on the company's 

performance in the short term, other NACE categories have no relevant impact on performance, 

• evidence of product excellence is recorded once as a relevant independent variable or influencing factor, 

but with a negative impact. 

 

Long-term factors (business growth over the monitored period): 

• the age of the firm is recorded twice as a relevant independent variable or an influential factor, but with 

a negative impact, 
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• ambition as a characteristic of a business leading person is recorded twice as a relevant independent 

variable, and the founder's management experience before starting the business is recorded once, these 

are influential positive factors, 

• the exceptionality of the product is recorded once as a relevant independent variable or an influential 

positive factor, 

• the level of education and work experience of the employees in terms of their diversity are recorded as 

two relevant independent variables that have a positive effect on the company's performance as diversity 

increases, 

• explicitly formulated financial goals are recorded once as a relevant independent variable or influencing 

factor, but with a negative impact, 

• proof of product exceptionality is recorded once as a relevant independent variable or influencing factor, 

but with a negative impact. 

 

Group D: Results of the analysis – range/scope of influence of determinants on performance indicators. 

Determinants (independent variables) that affect more than one performance indicator (dependent variables) 

have a greater impact on business performance because they are more effective and universal than determinants 

that affect only one indicator. Determinants that affect two or more performance indicators are: 

* Number of employees: ln revenues 2021, ln sales 2021, economic result 2021 (3 performance indicators), 

* Company age: ln revenues avg, ln sales avg (2 performance indicators), 

* Ambitions: ln revenues avg, economic result avg (2 performance indicators), 

* Proof of excellence: economic result 2021, ln sales avg (2 performance indicators). 

 

Group E: Analysis results – sensitivity or sensitivity of performance indicators to influential determinants. 

Research shows that a varying number of determinants influence performance and growth indicators. Thus, 

there are indicators that are influenced more complexly or simply, indicators that are stimulated to change by a 

greater or lesser number of determinants, or to change them, a greater or lesser number of determinants must be 

activated. Indicators of performance and growth sorted by sensitivity to the number of determinants are 

economic results 2021 (influenced by 5 determinants), ln sales avg (4), ln revenues avg (3), hosp. result avg (3), 

ln sales 2021 (2), ln revenues 2021 (1). 

 

5. Discussion 

 

5.1 Positive Determinants 

 

In particular, the number of employees and their ambitions have a positive effect on the company's performance 

and growth. The number of employees is a broad and immediate factor that, unlike production capacity, does 

not require significant investment. For firms that do not require a highly skilled workforce, which is the majority 

in the research sample, additional employees are relatively easily available from local sources. However, 

increasing the number of employees will eventually reach a limit beyond which a suitable workforce structure 

is no longer readily available. Brozović et al. (2023) also consider the lack of competent employees as an 

obstacle to SME growth. Growth ambitions drive the firm forward; they are evidence of the courage and self-

confidence of the founder and his dissatisfaction with the performance and size of the firm. Other authors use 

modified terms for ambitions, such as desire for success (Ismail, 2022) and idiosyncratic characteristics of an 

entrepreneur (Vaz, 2021), which are positively and significantly associated with SME growth. Other ambition 

sources are questionable but likely to come from other identified determinants, namely the diversity of education 

and employees' work experience; diversity is recognized as a source of development and prosperity. Owalla et 

al. (2022) recommend a comprehensive approach to understanding human capital in SMEs, which also explains 

the growth opportunities for SMEs. The education and experience of employees as a growth factor are also 

mentioned by Vaz (2021), but only as a result of the literature review. The determinant of the level of education 

of employees confirms that education plays an important role in the development of society and business. 

Business growth is also based on the excellence of the product, which is probably related to all the positive 

determinants already mentioned. 
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5.2 Negative Determinants 

 

The age of the company has a negative effect on its performance, which can be attributed to fatigue from long-

term business, the exhaustion of innovative ideas, but also the reduction of business opportunities and the 

activity of competitors. The company grows over time, but at the same time, it ages over time, and therefore its 

growth slows down. The negative effect of the age of SMEs is also reported by Ur Rehman et al. (2019), but it 

becomes less significant in the later stages of the company's development. The age of SMEs is positively 

associated with growth according to Bartoloni et al. (2020), but this is not the case for the group of very small 

enterprises. Although they can be very strong in themselves, psychological reasons for starting a business seem 

to weaken the real interest in entrepreneurship because they are more idealistic than situational reasons, which 

are usually a life or career necessity. Psychological factors are, therefore weaker than situational factors in real 

entrepreneurship and have a negative effect. Evidence of product excellence makes the impact of product 

excellence on business performance more realistic; evidence of excellence is more real than the supposedly 

exceptional object of evidence. Companies in NACE M (professional, scientific, and technical activities) disrupt 

the usual picture of the positive impact of innovation on company performance or complement it in that 

innovation is also risky, and its positive link to company performance is not self-evident. Explicitly formulated 

financial goals are associated with a negative impact on performance, which again disrupts the conventional 

wisdom about the impact of formalizing business activities on firm performance. The reason for this 

phenomenon is probably that the formalization and explicit expression of precise goals conflicts with the 

informal internal processes of SMEs and the mostly opportunistic behavior of SMEs. 

 

5.3 The Power of Influence of Determinants 

 

The dominant qualitative factors are product excellence, ambition, education, and work and management 

experience, combined with a weak influence of the number of employees. Other researchers focus on innovation 

rather than product excellence. Innovation is considered a critical growth factor by Arcuri et al. (2023), 

Restrepo-Morales et al. (2019) write that the performance of SMEs depends on their internal innovation efforts 

focused on product development, and Dalgıç and Fazlıoğlu (2021) state that innovation fundamentally increases 

the probability of a firm becoming a high-growth firm. The age of the firm has a negative effect on the firm's 

performance, but the effect is very weak. Positive factors are the result of the selection and improvement of 

human resources, which are scarcer than traditional resources of a material and quantitative nature, which are 

freely available on the market. This also results from the relationship between the influence of the qualitative 

characteristics of human resources and the influence of the number of employees on performance indicators. 

The number of positive determinants clearly exceeds the number of negative determinants, and the power of 

influence of positive determinants also exceeds the power of influence of negative determinants. From the point 

of view of positive influence, the number of employees and the ambitions of the company's management can 

be considered as key factors in the growth of the company's performance. From the point of view of negative 

influence, the age of the company and evidence of product excellence can be considered as key factors that limit 

the growth of the company's performance. From the point of view of the power of influence, product excellence, 

ambition, education, work, and management experience can be considered as key factors in the growth of the 

company's performance. The intersection point between the view of the number of influencing factors and the 

view of the power of influence is the ambition of the company's management. 

 

5.4 Short-term Determinants 

 

Among the short-term determinants appeared: the number of employees, because it is a quickly mobilized 

positive factor; situational reasons for starting a business, because they work better in the short term than 

psychological reasons, but El Shoubaki et al. (2020) found that reasons for starting a business mediate the 

relationship between firm growth and the quality of human capital, especially managers; the impact of higher 

education, because it has immediate effects; ambition, because it is a necessary condition for growth, but it plays 

a smaller role in the short term than in the long term; Proof of product excellence does not support short-term 

growth, probably because excellence is initially misunderstood by customers; the business of SMEs in the 

NACE M industry category has a negative impact on their performance and growth, as it appears to require 

high-quality resources and the business results are subject to higher risks than in other NACE categories. 
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5.5 Long-term Determinants 

 

The effect of firm age on performance and growth is manifested as long-term firm fatigue, which weakens 

growth. Still, persistent/sustained leadership ambition promotes growth and compensates for firm fatigue. The 

founder's experience from the previous business remains the engine of growth, driven by the employees' 

diversity of education and work experience. The influence of the founder's experience on SME growth has also 

been identified by Rafiki (2020) and Meressa (2020). Product excellence (impression) and evidence of product 

excellence (reality) have contradictory effects on long-term growth. Customers respond positively to the 

impression a product creates but confirmed exceptionality corrects that impression. The effort to formulate 

explicit long-term financial goals has a negative effect because it seems to place unattainable demands on SMEs 

given their size, position in the economy, competition, and volatile future. In the short term, the key determinant 

of the company's performance is the number of employees. In the long term, the critical determinant of the 

company's performance is the ambition of the leading person. 

 

5.6 Range/Scope of Influence of Determinants on Performance Indicators 

 

The influence of the determinants on the performance indicators is not equal. The largest influence is the number 

of employees, the age of the company, the ambition, and the evidence of excellence. Other factors have an 

impact on only one performance indicator. The four factors with the greatest impact can be divided into 

quantitative factors (number of employees and age of the company) and qualitative factors (ambition and 

evidence of excellence). Quantitative factors can be considered less sophisticated factors and qualitative factors 

can be considered more sophisticated factors. Looking further at the sophistication of the factors, it is clear that 

all other factors that affect only one performance indicator are sophisticated or qualitative. The predominance 

of sophisticated factors is obvious but not sufficient because the determinants work together and therefore all 

determinants identified as relevant (statistically significant) are necessary. 

 

5.7 Sensitivity/Perception of Performance Indicators to Influential Determinants 

 

Each performance indicator is influenced by at least one statistically significant determinant at the 0.05 level. 

However, there is no single universal, broad determinant that would affect each performance indicator. The 

largest number of determinants (5) affects the economic result 2021 indicator, which measures short-term profit. 

The economic result is a more complex indicator compared to revenues and sales because it is "pulled" by sales 

and "pushed" by costs; it is the difference between sales and costs, while sales and revenues are unidirectional 

indicators that are "pulled" by demand. The number of relevant determinants probably reflects this complexity. 

However, the economic result avg, which measures profit in the long run, is influenced by fewer determinants 

(3) and in a different composition. The long-term indicators ln sales avg (4) and ln revenues avg (3) are 

influenced by a larger number of determinants than the short-term indicators ln sales 2021 (2) and ln revenues 

2021 (1). Sales are affected by one more determinant than revenues because sales are more subject to market 

influences. 

 

The more determinants affect the company's performance indicator, the more difficult it is to achieve this 

performance indicator, but in addition, the mobilization and actionability of individual determinants must also 

be assessed. The number of determinants expresses the complexity and difficulty of achieving a specific 

performance indicator and business growth. 

 

Conclusions 

 

The main result of the research is two groups of determinants that have positive or negative impact, the power 

of influence, the extent of influence on several indicators of performance and growth, and their influence is 

short-term or long-term. The positive determinants are ambition (strong, extensive, and long-term influence), 

number of employees (strong to weak influence, extensive and short-term influence) and product excellence, 

diversity of educational level and work experience, educational level of employees, managerial experience of 

the founder (all with strong but limited long-term influence). The negative determinants are the age of the firm 

(small, medium, and long-term effects), evidence of product excellence (larger, medium, short-term, and long-
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term effects), explicit formulation of financial goals (larger, limited, and long-term effects), and sophisticated 

NACE M business (larger, limited, and short-term effects). 

 

The results of the research contributed to the deepening and broadening of the knowledge about the positive 

causes of business performance and growth, which are mainly the ambition and managerial experience of the 

leading person of the company, the quality of the company's employees expressed in terms of education and 

work experience, and an exceptional product. Equally important are the negative causes of business 

performance and growth, which are the effort to formalize some parameters of business activity, e.g., explicit 

setting of financial goals and argumentation of product excellence, operating in a sophisticated industry has a 

negative effect on performance, and performance slightly declines with increasing age of the company. 

 

The practical consequences of the new knowledge are to respect and strengthen the positive determinants of 

performance and growth, the cultivation of which is mainly a matter of quality and targeted management of 

human resources. The influence of negative determinants can be weakened by leaving more room for the 

company's adaptive actions and by placing less emphasis on the fulfilment of clearly defined business 

parameters, which are generally incompatible with the opportunistic behaviour of SMEs. The slightly negative 

effect of the company's age can be corrected by revitalizing the corporate culture, conditioned by human 

resource diversity. 

 

Research findings are naturally limited by the sample size, which in turn is limited by research capacity. 

Research studies work with different numbers and types of determinants. Still, the resulting number of 

statistically significant determinants is usually not large, suggesting that more reliable determinants would be 

identified in a larger sample. However, further research can also go in a different direction, such as increasing 

the sample size, by investigating a more profound and broader background of the already identified 

determinants and the form, content, and conditions of their influence. 
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Appendix 

 

List of independent variables (verified determinants) and their measurement scales 

 

Independent variables 

  

Numerical 

codes 

Scale 

 

Number of employees no quantitative variable 

Age of company no quantitative variable (years) 

Excellence of product 

1 local 

2 regional to national 

3 Central European 

4 International (extraordinary product) 

Evidence of product excellence 
0 no (no proofs) 

1 yes 

Management experience of the 

founder/leading person before 

starting a business 

no quantitative variable (years) 

Reasons of the founder /leading 

person for starting a business 

1 situational  

2 situational - psychological 

3 psychological 

Growth ambitions of the 

founder/leading person 

1 local 

2 regional to national 

3 cross-border and international 

Explicit formulation of financial 

goals 

0 no 

1 yes 

Prevailing level of education of 

employees 

0 no 

1 without a high school diploma (trained) 

1,5 without a high school diploma (trained) + secondary school 

2 secondary school 

2,5 secondary school and university 1st degree 

3 university 1st degree 

3,5 university 1st degree + university 2nd degree 

4 university 2nd degree 

Homogeneity ↔ heterogeneity of 

the level of education of employees 

1 completely/almost homogeneous education 

2 prevailing homogeneous education 

3 balanced education 

4 prevailing heterogeneous education 

5 completely/almost heterogeneous education 

Homogeneity ↔ heterogeneity of 

employees' work experience 

1 completely/almost homogeneous experiences 

2 prevailing homogeneous experiences 

3 balanced experience 

4 prevailing heterogeneous experiences 

5 completely/almost heterogeneous experiences 

NACE C - R industry incorporation of researched SME 
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