Journal of Harbin Engineering University
ISSN: 1006-7043

Vol 44 No. 11
November 2023

The Dynamism of Small and Medium-Sized Enterprise (SME) Growth: A
Literature Review Centered on Resource Theory

Denis LUHIRIRI
Université Catholique de Bukavu (UCB)
Email: denisluhiriri@gmail.com

Muko MUBAGWA
Université Catholique de Bukavu (UCB) &Institut Supérieur de Développement Rural (ISDR)
Email : mukomuba@gmail.com

Abstract:

In his paper, the authors review the dominant thoughts developed in the resource theory of growth of Small & Medium
Enterprises (SMEs)mainly of the developed world. In this theory growth, is the result of certain key variables
concurring to the accumulation of key resources. Other types of growth theory are also cited for example, the theory
that see growth as the consequence of company better process organization. He theory of resource as reviewed here,
does not delve into the specificity of SMEs poor countries in which many SMEs are very tiny enterprises operating in
informality, mostly operated by one person aided by non-contracted employee and which the logic is household
survival and not the logic of making profit, increasing sales, employment and company value assets.
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INTRODUCTION

The importance ! of the growth dynamics (in size or
in quality) of a company (which is a constitution of
resources) has been noted in various studies
(Ahlstrom, 2010; Dobbs & Hamilton, 2007; Gilbert &
al,, 2006; Khan, 2011; McPherson, 1996; Vaz, 2021).
Subsequently, the resource theory, in particular the
possession of unique resources (abilities that are
difficult to exchange and imitate, rare, appropriable
and specialized which give a company a competitive
advantage) (Barney, 2001, 1986, 1991; Deng, 2009;
Penrose, 1959; Young & al., 2014; Wernerfelt, 1984)
served as a reference to explain the growth of a firm2,
In this, the dynamic comes immediately after a
strategic choice. The strategic choice is in itself a
function of a set of factors such as innovations,
objectives, visions, missions, strategies, age, human
and financial resources, etc. (Uy & al, 2016). It
focuses on the acquisition of additional resources
through organic (internal growth), acquisitive
(external growth) (Delmar, 1996 & 1997; Penrose,
1959) or mixed (hybrid growth) channels.
(Davidsson & al., 2010; McKelvie & Wiklund, 2010;
Vaz, 2021)3.

Despite its recognized importance, the concept has

struggled to emerge (Achtenhagen et al, 2010;

Davidsson & al., 2010; McKelvie & Wiklund, 2010).

Studies that have attempted a conceptualization

(Baumol, 1962; Birch & Medoff's, 1994; Davidsson &

al.,, 2010; Delmar et al., 2003; Demir et al,, 2017;

Julian, 2002; Kozan et al.,, 2012; Lebrasseur & al.,,

2003; Lucas, 1978; Mahamat, & al,, 2020; Ngek &
Vanzy, 2014; Penrose, 1959; Rubin, 1973) were

more limited to giving measures of the dynamics of
growth. These studies agree with the findings that
intention and actual growth are more related; but

remain divided on the measures of growth. Let us

note in passing that on the basis of these

measurements, several typologies of SMEs have

emerged: “SMEs in hyper-growth, the gazelles, in

continuous growth, in resumption of growth, in

depression, etc. (Bibu & Sala, 2014; Birch & Medoff's,

1994; Julien, 2000 & 2001; Kozan & al., 2012). In this

sequence, the dynamism of growth can be conceived

as the probability for an SME to change its growth

phase.

We postulate based on the resource-based view 4
(Barney & al.,, 2001; Barney, 1991; Penrose, 1959;
Porter, 1980; Wernerfelt, 1984) and on the theory of
planned behavior (Ajzen, 1988, 1991, 2020; Fishbein
& Ajzen, 1980; Locke, 1991; Oiseau, 1988 & 1992)
(according to which the intention precedes the act,
therefore predicts it better.) that dynamics is the
difference between real growth and that which the
entrepreneur hopes to obtain in the future; since the
resulting gap leads to variations in resources. Such a
conceptualization has several advantages. First, it
makes it possible to overcome the concerns which
did not allow the concept of growth to emerge*
Second, it makes it possible to introduce non-usual
factors explaining the differences in the dynamics of
the growth of the firm such as feelings and
personality traits.

Also, the theory of growth developed so far offers
solid arguments allowing us to relate the dynamism
of growth, growth and the dynamics of growth. The
work of Davidsson (1989); Davidsson & al. (2010);
Delmar (1996 & 1997); Gilbert & al. (2006); McKelvie
& Wiklund (2010); Gupta (2013) contains empirical
and theoretical evidence of significant advances on
how growth is formed, its dimensions and formes, its
stages (life cycle, trajectory), its links with
entrepreneurship, current research on growth
(results, consequences and processes). This work
also highlights the problems which did not allow the
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growth concept to emerge, among others:
heterogeneities over time, growth measurements,
separability of indicators, subjectivity/objectivity,
absolute variable (large companies)/relative (small
businesses) /logarithm(skewness)).

The dynamism differs from them in the calculation,
the meaning of certain figures, in the monotonous
transformation (deflation, standardization...) and
emerges as a broad whole which contains growth
and its dynamics. It is also more important than
simple growth since its rate can help understand the
current level of an economy and predict its future
development. For example, by detecting an
opportunity, entrepreneurs will want to seize it by
hiring more staff (of quality), to whom they will
provide resources; and gain a lasting benefit. To
maintain this advantage, they will have to innovate
by reviewing their production processes, by
perfecting them; planning for future acquisition of
unique resources. Customers will be satisfied and
more engaged in SMEs which will benefit from very
high sales levels and provide entrepreneurs with
very high profits (Zander & Zander, 2005). This
situation can increase the call for additional funds
by facilitating access to external or internal
financing since SMEs will be perceived as viable in
the eyes of donors and shareholders. In this context,
the current configuration of SMEs, see, of the
economy changes quantitatively and qualitatively
continuously; and all economic players will be
satisfied. It is therefore noticeable that the political
decision-makers who tabulate on the dynamism of
the growth of SMEs have won everything; since they
are guaranteed current and future earnings, and
even re-election. Such implications are discussed in
the studies of Ahlstrom, 2010; Davidson et al.
(2010); Delmar (1997); Delmar, & Wiklund, 2008;
Gupta, 2013; Janssen, 2011; Kozan, 2012; Penrose
(1959); McKelvie & Wiklund, 2010; Ortiz-de-
Urbina-Criado & al.,, 2014; Storey (1995); Vaz, 2021;
Wright & Stigliani, 2012; Zampetakis & al., 2016).
The dynamism of growth is therefore the essence of
entrepreneurship. From now on, it is associated
with the behavior of entrepreneurs who can choose
to pursue one mode of growth dynamism while
excluding another (the dynamism of growth by
acquisition of internal resources to the detriment of
that of acquisition of external resources), or to
pursue both at the same time (hybrid expansion). By
the fact that the differences can be explained by
entrepreneurial variables such as the choice of
resources (human, financial and physical capital),
structure, strategy, etc.

In summary, this work aims to contribute to the
literature on firm growth. As a result, it is limited to
the theoretical level by trying to explain how the
dynamism of an SME can be formed. This work is
innovative in that it offers the entrepreneurial
literature, policy makers and practitioners an
additional policy element. In the remainder of this
work, the following points will be discussed in

Vol 44 No. 11
November 2023

addition to the introduction and conclusion:
approaches, measures of business growth and,
measures of growth dynamism, implications of
growth dynamism.

APPROACH, MEASUREMENTS OF BUSINESS
GROWTH

Business growth in resource theory

To a large extent, resource theory is a reaction to the
analyzes of the 1980s, where strategic management
research focused on market positioning ( Shepherd &
Wiklund, 2005 ) in which distinctive skills provide
sustainable competitive advantage ( The concept of
sustainable competitive advantage does not refer to
the calendar period of time during which a company
enjoys a competitive advantage; but to the inability
of current and potential competitors to reproduce
this strategy which makes a competitive advantage
sustainable or its continues to exist after efforts to
replicate this benefit cease. ) which impacts the
efficiency and effectiveness of the business. In his
article in the special issue, Barney (1991) argued that
sustainable competitive advantage stems from a
firm's resources and ability to control it. These
resources must be precious, rare, imperfectly
imitable and non-substitutable; may come from an
imperfect market, must be inelastic with respect to
supply and the act that contributes to their
acquisition may have consequences on the size or on
the production process (Barney & al., 2001; Penrose,
1959) which represent the previously accepted
definitions of growth (Penrose, 1959).

The growth in question is based on the acquisition
of additional resources that can allow the firm to
have a sustainable competitive advantage which
comes from the emergence of internal pathways
(strengths and weaknesses, strategies for creating
non-copiable value ) . , management and
diversification of internally held resources) as
supported by the structure-behavior-performance
(SCP) and Penrosian paradigms (Barney, 1991 &
1999; Caves & Porter, 1977; Lee and Barney, 2016 ;
Penrose, 1959; Porter, 1985; Wernerfelt , 1984). In
the Penrosian paradigm, the expansion of resources
synonymous with quantitative growth (Davidsson &
al,, 2010; McKelvie & Wiklund, 2010; Penrose, 1959:
189) or qualitative improvement (similar to
biological processes) is based on a neoclassical
ideology of balance of the firm which is always
recalled or maintained by the forces of gravity.

The central argument is that the SME cannot grow
indefinitely because the resources which generate
this growth are homogeneous, rare, elastic and
mobile (no barriers); that growth is reduced to the
limits of management (increase in input costs), the
market (decrease in income) or uncertainty about
future prospects (cost of inputs and decrease in
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income). An SME which first identifies an
opportunity, designs and implements a strategy,
based on a unique resource (information on an
opportunity) to exploit it, will benefit from both
internal growth (acquisition of organic resources)
and external (expanding its market share) for a
certain period of time. As time evolves, this growth
will be reduced as other competitors or potential
entrants will become aware of the same
opportunities and exploit these opportunities in the
same way (Barney, 1991).

Likewise, to exploit this opportunity, the SME will
request more resources, but in the event of an
increase in demand for a particular resource or
capacity, the acquisition price of this resource will
also increase; and the total quantity of this resource
made available to the market will increase (Barney,
2001). Entrepreneurs simultaneously detect an
opportunity, simultaneously anticipate a future
advantage, combine resources in the same way and
the dynamic is short-lived because of the pressure
that the entrepreneurs will exert on the resources
(raw materials). This pressure can be due either to
the increase in capital (human, physical, financial)
or labor (in additional hours and workers). The only
possible path to continued growth involves the
acquisition of other firms.

Barney et al. (2001) reacts to this vision of Penrose
(1959) of growth limited in the long term by the
management of internal resources. They rely on
certain attributes of resources (inelastic, rare,
inimitability, etc.) and maintain that the limit of
growth is no longer possible and that therefore the
firm can grow in the short term and in the long
term®. Mahoney & Rajendran (1992) find similar
results in their version of growth which may be of
Richardian, monopolistic, entrepreneurial or
Schumpeterian origin. Zander & Zander (2005)
argue that growth and diversification can be driven
by the market (supply or demand) based on the case
study of Penrose Hercules Powder Company (which
curiously recognizes pathways of steps?). They find
that the company's established customers were
instrumental in generating ideas for entering new
product areas, and that meeting their diverse needs
resulted in the assimilation and formation of skills
and competencies. previously  unexploited
resources.

Wernerfelt (1984) argues that the pioneering firm
which benefits from a unique resource (resource
position barrier) will create a situation where its
own resource position directly or indirectly makes
it more difficult for others to catch up by influencing
costs. acquisition or user income by improving the
capacity of the machine to produce, or by retaining
production experience, by technological advances,
by merger and acquisition of firms. Holding this
resource negatively affects the costs and/or income
of subsequent acquirers. When a firm of an
entrepreneur innovates, it enjoys a certain
dominant position on this innovation which crowns
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it with success, granting it temporary market power
by reducing the profits and the power of competing
companies, and in the long term can make them
disappear. By being aware, the SME will seek to
consolidate its growth by improving the innovation
process by abandoning old resources and seeking
those that are desired in the present markets.

The continuous improvement of the process of
creative destruction of a new innovative
combination of resources (Mankiw, 2019: 263-264,)
also allows the firm to maintain its permanent
advantage. Mankiw (2019:264) gives a more recent
example of creative destruction, illustrated by mass
distribution in the United States: “the case of the
distribution giant Walmart. (...) Walmart gradually
dominated the retail industry by using new inventory
management, marketing and human resources
management techniques, forcing many older or
smaller companies to disappear. ". Studies on the
success story of the creator of Microsoft continue to
promote domination without taking any limits
(McKelvie & al,, 2011).

Later following the emergence of critiques and its
branching off with other disciplines
(entrepreneurship, evolutionary or transaction cost
economics, etc.), studies recognize that external
pathways are also sources of sustainable benefits. At
this Zander & Zander (2005) support and empirically
prove the role of the customer. Barney (1991)
instead posits the positive reputation of firms with
customers and suppliers as a scarce and imperfectly
imitable resource (usually from specific historical
contexts and difficult to duplicate; viewed as
informal social relationships between firms and key
stakeholders).

SME growth as resource expansion

The resource theory shows how much and how to
grow unlike McKelvie & Wiklund (2010), who argue
that a single theory cannot explain the differences in
growth and therefore the studies which are based
on the resource theory and the Cost savings are
limited. They identify three streams of research that
have emerged in growth studies. The first treats
growth as the result of variables whose differences
are explained by the independent variables. The
second deals with how growth (or increase in size)
leads to organizational consequences, such as the
need for change or certain decision-making or skills
(as a variable that influences other variables). The
third focuses on the process of growth similar to
biological growth in the theory of evolution which is
a goal in itself.

We argue that growth comes from an accumulation
of additional resources (Mubagwa, 1999). From this
angle, the growth of resources coincides with the
growth of the company defined by Penrose (1959)
as an administrative organization and as a pool of
productive resources (Penrose, 1959). Rubin
(1973) and later Miller & Friesen (1978), consider
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the business as a set of particular activities or
resources, that is, resources that are worth more to
the business than their market value in due to
specialized experience within the company. The
resource is also at the center of the growth of a
company in the sense that in their processes,
companies use resources (Eisenhardt & Martin,
2000). These processes may constitute integration,
reconfiguration or acquisition of resources.

The idea is that acquiring the resources essential to
creating sustainable competitive advantage
involves growth in size and process innovation. This
dynamic occurs over the time that is necessary for
the acquisition of resources as supported by
resource theory (Eisenhardt & Martin, 2000). In this
case, the growth of the SME occurs during or after a
certain period. Studies by Davidson, McKelvie &
Wiklund (2010); Delmar (1997) show that firm
growth was mainly measured as the difference
between two points in time, i.e., 3, 4, 5 and 6 years8.
This duration is important in the development of
new innovations and the attributes required to
transform these innovations into a sustainable
competitive advantage in the market. It coincides
with the Smithian vision whose innovation comes
from specialization in a task. The process of creative
destruction takes place over a period of time. Over
time entrepreneurs can learn from their mistakes
(the most efficient and effective routines are
acquired; the less effective and efficient ones are
either abandoned or modified). This repeated
entrepreneurial behavior leads to the identification
and exploitation of “better” opportunities, and
therefore to the modification of SMEs.

Time proved to be an issue that prevented the
emergence of growth theory since cross-sectional
studies struggled to capture growth dynamics. Those
who integrated time were involved in the prediction
of the past, thus involving selection (success) and
hindsight (retrospection) biases (Davidsson & al.,
2010; McKelvie & Wiklund, 2010). To circumvent
this difficulty, the work was based on the theory of
planned behavior developed by Icek Ajzen (Ajzen,
1988 & 1991) and validated by Locke (1991). This
theory states that actions can be predicted by
intentions®. To this end, studies have used future-
oriented growth intention rather than actual growth
as the dependent variable (e.g., Davidsson, 1989 &
1991; Lebrasseur & al., 2003; Shepherd & Wiklund,
2005) or to explain its impact on performance (Orser
etal., 1998) or on entrepreneurial decisions (Mitchell
& al, 2000). Shepherd & Wiklund (2005) provide
some reasons for using intention; Davidsson & al.
(2010), McKelvie & Wiklund (2010) put forward
some criticisms that question the use of intentions.
We are of the opinion that being based on data (real
or not) or on intention is limiting. The objectives can
change over time as a result of several factors
(institutional variation, change of team or work,
external funding)0. Past growth may or may not
come true or does not mean intention. For example,
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McKelvie & Wiklund (2010), point out that as
companies develop and grow, they can simply
change their activities, the markets they serve, the
products they offer and everything they do. may do
may vary. Kozan & al. (2012) argue that the owner of
the SME can choose whether or not to continue
expanding, subject to gains exceeding the expected
costs (monetary or intangible), or that the future
growth intentions that come as a result of a Past
strong growth may be the result of different cognitive
and emotional processes than growth intentions that
attempt to compensate for recent poor growth.

To this problem of time, we associate the problems of
the measures of growth of the company. This
problem relies primarily on measures of absolute or
relative changes, or on the transformation of these
measures (a logarithm transformation is often used
to account for asymmetry in the sample). Relative
measures (in percentage) tend to "favor" the growth
of small businesses and are suitable when the sample
is composed of large companies, while the reverse is
true for absolute growth measures which are
suitable for a sample small business (Davidsson & al.,
2010; Delmar, 1997). In a mixed sample, the
combination of different measures following the
example of Delmar (1997) and the use of several
indicators (Davidsson & al., 2010) makes it possible
to clarify the results. Another possibility to avoid
such problems is to work with samples and
subsamples where the size is either randomized or
preferably controlled (Davidsson & al., 2010).

The second problem revolves around questioning
the nature of the objective or subjective variable.
Delmar (1997) the first rejects the use of subjective
measures (i.e., the respondent is asked to evaluate
the performance of the company in relation to the
industry, the closest competitors or its objectives).
He argues that measures such as perceived market
share, performance index and performance
satisfaction are not appropriate measures because
they are based on entrepreneurs' knowledge and
expectations. He argues that using objective
measures such as sales, employment or assets better
capture business growth for multiple reasons;
among others their available, are considered
(whether from a research point of view or from the
respondent's point of view) as non-controversial or
as important indicators of the conduct of economic
dynamics (in job creation). According to him
“different people may differ in their satisfaction with
the same level of growth or performance. For example,
an entrepreneur may be very satisfied with a growth
of 25%, for example in market share, because he only
expected a growth of 10%. On the other hand, another
entrepreneur may be dissatisfied with a 25% growth
in market share, because he expected 100% growth.
Finally, subjective relative measures depend on the
entrepreneurs’ knowledge and perception of the
situation. Without having the ability to control for
these factors, it's difficult to say anything about a
company's actual growth performance. »
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A point of view on which the literature of growth

encounters compromises is to consider growth as a

complex phenomenon (nonlinear), measurable

indirectly on the basis of several indicators

(constructed latent and multidimensional). Even at

this level the question of indicators arises. Growth

indicators maintained as valid and reliable are not

spared criticism, such as the variation in value of
growth in sales, employment, assets, market share

(Adomako and Mole, 2018; Delmar, 1997, Gilbert &

al, 2006; Vaz, 2021). The reasons (creating other

resources) for the enthusiasm for using these

indicators in research are multiple. Delmar (1997)

identifies several reasons (monetary

illusion/inflation, sectoral dependence, depends on

economic and structural problems) why these

indicators should not be used alone.

Davidsson & al. (2010) puts forward four growth
indicators. Growth can take the form of entering a
new, non-overlapping product market that is tied to
the firm's technology or marketing skill base (related
diversification). Growth can also take the form of
integrating part of the wvalue chain that was
previously outsourced (growth through vertical
integration). Another form of growth is the firm's
entry into a product market that is unrelated to the
firm's current technology or marketing skill base
(unrelated diversification). Finally, growth can occur
by focusing on exploiting the existing product-
market mix, i.e., through market penetration, thereby
remaining a single-product (line) business (Levie,
1997).

Davidsson & al. (2010); Gilbert & al. (2006); McKelvie
& Wiklund (2010) collate empirical evidence based
on different studies (Barringer & Greening, 1998;
Blundel, 2002; Donckels & Lambrecht, 1995; Hansen,
1995; Jarillo, 1989; Watson, 2007), which seem to
indicate that networks, alliances and geographic
location are relevant for growth and can take
different forms. We find franchising!?!, licensing??,
strategic alliances and joint ventures!3. These
resources can be news technologies, specific skills,
risk sharing with the new partner. Networks and
alliances can be seen as an alternative to the narrow
conception of growth as a pure and simple expansion
of the volume of existing activities (Davidsson & al,,
2010). Also, internationalization constitutes part of
the process of growth and development of a
company, because it involves the establishment of
supply and market-related activities beyond national
borders (Gilbert et al,, 2006). For Davidsson & al.
(2010), embarking on international operations
encompasses the primary meaning of growth
according to Penrose and is synonymous with the
growth of economic activities beyond a country's
borders.

We also argue that SMEs that focus on customers

exploit an external mode that must be integrated

into measures of growth. SMEs that aim for

customer satisfaction are led to review all their

operating visions and even their destructive
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creation process. The client logic of the market can

cause the entrepreneur to increase employment

numbers. Other forms of growth must take into

account sectoral characteristics, measures the

number of seats for restaurants or theaters, and the

number of vehicles for taxi or car rental companies

(Davidsson & al., 2010).

Acquiring these resources fundamentally changes
the size and quality of the organization. Gilbert et al.
(2006) show that the process of expansion creates
new management services that require improving
managerial skills and effectiveness, and continues
with the desire to acquire knowledge. Shepherd &
Wiklund (2010) argue that a small business entering
a new market can detect new technology that it can
use to create new products that better meet
customer demand than existing products; or without
developing new products, it can offer existing
products to new markets, whether international
markets or different segments of its domestic market
(This will likely increase the small business's sales).

This effect should be greater if several indicators are
used together. Such an indicator could have a
significant effect on growth. Delmar (1997) argues
that growth in general terms is interesting, therefore
the wuse of several indicators represents the
theoretical concept of growth. Also, he maintains that
in research the indicators must be used separately
and that several transformations must be made to
better interpret the results. We believe that such an
approach (separation of indicators) would result in
less reliable and less valid measurements. This
would explain the results he found weakly correlated
indicators.

interlinked indicators, and growth patterns should
drive policies. Previous studies (Davidsson & al.,
2010; Gilbert & al., 2006; McKelvie & Wiklund et al.,
2011; Penrose1959:189) reveal three dimensions of
business growth.

Organic or internal growth in the company is
synonymous with the construction of new facilities
and the creation of new market shares of the firm.
Gilbert & al. (2006) based on studies by Siegel et al.,
1993; Stuart (2000); Zahra & Bogner (1999),
emphasize the importance of technological strategies
in the internal growth of new companies or in those
already established. According to them, internal
organic growth comes from innovative internal
mechanisms. They add that the radical nature of new
products, the frequency of product upgrades, the use
of external technology sources, patents and
copyrights, the use of advanced technologies or
technologically advanced partners contribute greatly
to the growth of new businesses.

External firm growth traditionally refers to the
acquisition and purchase of an existing firm
(purchasing new plants and merging is a method of
combining existing businesses). Firms that grow by
acquiring others enjoy several advantages reported
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by Gilbert et al. (2006) (improve their product or
service offerings, access new markets, benefit from
the reputation that this company has established in
the market and, naturally, increase its market share
after the purchase. The distinction and separation of
these two modes is difficult to establish. Davidsson &
al. (2010); McKelvie & Wiklund (2010), report that
organic growth can be done on the basis of the
acquisition of other companies since several
companies program their mode of internal to
external growth.

Empirically it is demonstrated that organic growth is
the prerogative of small and young companies and
thatlarge companies focus on the acquisition of other
firms (Davidsson & al,, 2010). McCann (1991:191)
argues that the predominance of internal venturing
among young and relatively inexperienced firms is
not surprising, because such firms hardly have the
resources to expand aggressively through
acquisitions. McKelvie et al. (2006) conclude that
there is systematic variation in the mode of growth
sought (i.e., older, larger firms pursue acquisitive
growth, while younger, smaller firms grow by
organic way). Gilbert et al. (2006) identifies two
studies that focus on the impact of acquisition on
growth.

McKelvie & Wiklund (2010) add a mode of growth
hybrid who is not neither organic neither acquisitive
but se located some gobetween the two or combine
elements of each. This mode is discussed by Lamont
& Anderson (1985) when they talk about the
strategies of internal diversification (development of
products and services or of a firm which operates in
several markets 60% of sales come from it) and
external (acquisition of another firm). it is also
reported in the studies of Adomako & Mole (2018) as
networks and alliances. Hybrid forms imply
organizational forms contractual obligations which,
for example, can enable companies to overcome
problems linked to limited managerial capacity
(Shane, 1996). Hybrid modes consist of contractual
relationships that bind the actors external to the
company while allowing it to maintain a certain
degree ownership and control over the use of its
assets. This type of mode can take several forms,
including franchising, licensing and the joint
ventures/alliances strategic.

Lamont & Anderson (1985) find the results
according to which respectively 45%, 36%, 19% of
companies resort to internal, mixed, acquisitive
strategic diversifications; and that the performance
of blended divers do not differ statistically from
other divers (internal and acquisitive) on any
performance measure. Varadarajan & Ramanujam
(1987) find that performance differs according to the
level of diversification (high and low) of the firm.
Lieberman & Montgomery (1986); Montgomery
(1985); Singh & Montgomery (1987) find contrary
results showing that high diversification does not
provide high market power and does not influence
performance. Ortiz-de-Urbina-Criado et al. (2014)
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find results that show that the firm prefers to grow
internally when its growth strategy is specialization,
but prefers external growth methods such as
mergers, acquisitions and alliances when its growth
strategy is diversification and that she has previous
experience in these methods.

We cannot pass without pointing out that these
modes can be understood as explanatory factors of
growth and not its dimensions. Furthermore, the
acquisition of resources in question is different from
that developed in this study. Unlike Penrosian
acquisition which directly concerns size, the
acquisition in question in this study is the obtaining
of an additional resource which indirectly increases
size. Such a conception of growth is supported by
Wernerfelt (1984), when he argues that resources
must be evaluated according to their short-term
equilibrium effects and also according to their long-
term capacity to serve as a springboard towards
further expansion. Rubin (1973) argues that at any
given time a firm has a set of resources and carries
out a group of activities, over time both of these
changes. In the case of diversification, new activities
require new resources that the firm does not hold
and their possession increases the size of the
company.

Acquisition can facilitate financial resources. This
obtaining can be done in different ways either by
purchase, or by commitment, or by production
(Barney, 1986; Baumol, 1962; Rufin, 1973;
Wernerfelt, 1984). Wernerfelt (1984) conceives
acquisition as the purchase of a set of resources in a
market (imperfect or perfect). Eisenhardt & Martin
(2000) focus on capacity dynamics as resource
production, giving the example of Toyota which used
its superior product development skills to gain
competitive advantage in the automotive industry.
The capability dynamic relies on previous
organizational and strategic routines that can enable
the entrepreneur to acquire, discard, integrate, and
recombine resources that generate new value-
creation strategies through which businesses realize
new resource configurations. It can also be called
“combinatorial capabilities” or organizational
processes by which firms synthesize and acquire
knowledge resources, and generate new applications
from these resources (Kogut & Zander, 1992).

For Rufin (1973), the production of resources comes
from an internal programming in the show which
must transform raw resources into useful ones. That
is, existing resources must be used to reproduce, (1)
either through the use of an existing machine to
create additional units of that machine; (2) either by
training existing managers in new skills; (3) either by
supervising routine changes made necessary by the
introduction of new elements (e.g., machinery) in the
production process; and (4) either by using existing
frames to form new frames. Barney (2001) based on
the studies of Nelson & Winter (1982) demonstrates
that organizational routines constitute a resource.
Hiring goes through the process of recruitment,
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personnel management and the mechanism
developed by agency theory can help to obtain
resources. Obtaining or even its intention indirectly
modifies the size of the firm, as well as its quality by
requiring internal preparation.

Firm Growth and Entrepreneurship

The acquisition of resources is closely linked to
entrepreneurship, and even as some theorists
assert, that it is a necessary condition for achieving
growth ( Davidson & al,, 2010; Gilbert & al., 2005;
Shepherd & Wiklund, 2005; Storey, 1999) (e.g. some
conceptualizations recognize growth as examples of
entrepreneurship if growth is based on launching
new products or services or entering new markets;
others associate also entrepreneurship to "simple"”
volume growth, in the sense that growth is used as
an outcome variable interpreted as evidence of
successful entrepreneurial action at the previous
stage, which would allow that growth to occur. This
is often an implicit link established in empirical
studies.

We can also argue that the fact for an entrepreneur
to acquire the resources which will facilitate either
the seizing of opportunities, or allow him to combine
or destroy the resources to give rise to an output is
an entrepreneurial act. More precisely, it is the
continuous exploitation of new productive
opportunities that drives the growth of the
Penrosian enterprise (Davidson & al., 2010) which
she calls enterprising management. The acquisition
of resources is a Schumpeterian entrepreneurial act
occurring following a process of destruction and
creation of new resources which generates an
imbalance in the economic system. Growth in this
design is the acquisition of new resources that will
be combined in an innovative way.

This combination can be driven by seizing an
opportunity arising in a dynamic environment.
Barney et al. (2001); Dess & Davis (1984); Porter
(1980) argues that the dynamic environment is a
source of opportunities, and that entrepreneurs
deploy resources to seize them. Such behavior is
proven in studies by Porter (1980); Singh &
Montgomery (1987). Opportunity seizing as an
entrepreneurial action is advanced by Stevenson
(1983); Stevenson & Jarillo (1986; 1990). Davidsson
& al. (2010), considers that these two approaches
complement each other because entrepreneurs take
advantage of an opportunity by combining resources
in an original way that has an impact on the market.
The link between acquisition and entrepreneurship
also emerges when entrepreneurs are required to
make choices about whether or not to pursue growth
(opting for growth is more entrepreneurial than not
doing so) (Davidsson & al, 2010); market entry
(established or not/with a new product or
established), the mode of organization (Delmar &
Shane. 2003; Low & MacMillan, 1988; Shane &
Venkataraman, 2000; Shepherd & Wiklund, 2005;
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Stevenson & Jarillo, 1990), on the mode of growth
(McKelvie & Wiklund, 2010, Penrose, 1959). The
choice is accompanied by important transformations
and entrepreneurship is a matter of degree and not a
dichotomous variable and e.g., developing Microsoft
is at least more entrepreneurial than not doing so.
Business growth is an aspect of entrepreneurship
(entrepreneurship as the creation of a new economic
activity or an alternative close to this notion) if it is
achieved by the introduction of new products or
services; if it is facilitated by entry into a new domain
or by the increase of new constant resources.

For Davidsson & al. (2010), growth that comes from
acquisition is not an aspect of entrepreneurship if it
consists solely of an expansion of the volume of
existing products based on demand or if it is achieved
through the acquisition of commercial activities that
were already in place in another organization. To this
end, McKelvie & Wiklund (2010) report on the basis
of several studies that the fact of a company
accumulating financial assets (shares) does not
constitute growth nor is it accompanied by a
transformation. Davidsson & al. (2010) is of the
opposite opinion, and maintains that holding a share
in a company is not growth for the company holding
these assets, but can lead to size effects for the other.
The choice of growth mode has generated more
debate. The studies look at the advantages of one
mode over another and the sources that lead it there.
First, Penrose (1959: 44-45) argues that
entrepreneurs are more likely to pursue acquisitive
growth because organic growth is limited by internal
factors (management capacity), external factors
(product markets e.g. growing demand for a
particular product, technological changes that
require larger-scale production, and discoveries or
inventions that seem particularly promising to
exploit) or mixed (uncertainty or risk), it is less
automatic (requires target planning and resource
allocation). Davidsson & al. (2010) argues that
expansion in Penrose's model relies on the
acquisition of knowledge; due to the fact that to take
advantage of growth opportunities in the market, the
company must have specialized resources and
management capabilities. This knowledge is
acquired over time (during the process of expansion,
new management services must be created, and a
general improvement in skills and efficiency takes
place or in the acquisition of existing businesses
(resources skills qualify) which will often lead
companies to acquire related or concentric activities.
Gilbert & al. (2006), lean towards acquisition by
arguing that it allows the firm to expand its products
and services offered or to extend their research into
new markets without the development of skills. Also,
by buying existing business, the firm benefits from
that firm's reputation and market share growth.
Examples of empirical studies can be found in
Davidsson & al. (2010), Gilbert & al. (2006),
Shepherd & Wiklund (2005). These studies conclude
that SMEs choose to develop organically in view of
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the means that development by acquisition requires,
those who pursue development by acquisition can be
a means of freeing up entrepreneurial activities in a
company. The incentives are both internal, external
or a combination.

These theoretical debates also carry over into the
choice of empirical measures under an evolving
trend. In the past, measures of organic growth have
been successful (Davidsson & al., 2010; McKelvie &
Wiklund, 2010). Currently even if the trend is to use
this organic dimension, studies also apply the
dimensions of acquisition, organic or a combination
of these two (Chindi, 2020; Ortiz-de-Urbina-Criado &
Angel-Guerra- Martin, 2014).

Holding additional resources may not only

encourage the destruction of existing ones; but also,

forcing SMEs to increase storage capacity, to change

the manufacturing process, to train or increase staff,

to change the way the company operates (for

example, computers, internet, etc.). Therefore,

growth is the increase in resources in the firm for

both strategic and non-strategic positioning needs.

It also designates the acquisition of organic

resources, or the acquisition of expansion resources

or either by a mix of acquisition of these resource

modes.

Internal organic expansion comes from an
increased combination of internal resources and
referrals to the use of innovative processes or the
development of marketing practices that can
identify and develop products capable of captivating
audiences (Davidsson, 1989; Delmar & al., 2003;
Gilbert & al,, 2006). It can also mean an acquisition
of resources that will boost the internal organic
increase or its internal production capacities.
Organic internal expansion amounts to an increase
in internal resources or internal production
capacities which may relate to “the replacement of
equipment, the increase in personnel”. External
growth is done through the acquisition of
resources which is worth increasing the external
size of the SME. It can be observed, for example,
when an SME “increases facilities, increases its
market share, extends its activities to other markets,
new activities, partnership contract”. An SME knows
a hybrid expansion when it increases the resources
which will imply the increase of its internal and
external productive capacities. It can be observed,
for example, when the SME has “trained employees,
sets up a new product or service, diversifies its
products or activities, improves its computer systems
or its marketing department, etc. ". Activities seeking
to improve the reputation, those aimed at satisfying
customers and building loyalty are part of this
dimension. We recognized that these activities
improve the entire configuration of the firm because
they go through the mental preparation of the staff,

1 Is nothing but a prediction of the past subject to
different selection biases.
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their training, their increase, and even increase their
motivation (remuneration, working conditions,
etc.). We recognize that registering an item in a
dimension is difficult, a study can help to make this
classification.

DISCUSSION ON SOME APPROACHES AND
MEASURES OF GROWTH DYNAMISM

Dynamism can have several meanings that boil down
to power, vitality, energy, life, which drives a system.
This concept is to be distinguished from dynamics.
Growth dynamics relates to the movement
(downward and upward variations) of growth over
time. In the entrepreneurial literature, this conceptis
measured by a growth rate indicator. Various indices
are mobilized in the literature.

Classic measures of dynamism

The decision to acquire complementary or additional
resources creates a dynamic in the resources,
therefore in the growth of the SME. This dynamic can
be spatial or temporal (variations) theoretically
defined in the literature (Kozan & al, 2012;
Lebrasseur & al., 2003). The spatial dimension is the
fact that the entrepreneur makes an immediate
decision to acquire other resources from other places
(for example on the international market,
geographical location) or other frills. Temporal
dynamics reflect growth at a point in time (past or
future), and not the reality existing on the markets
but past decisions on resource acquisition 1. Baumol
(1962) develops a model that is a reference in the
literature since several studies use different criteria
(sales growth, employment growth, asset growth,
profit growth, market growth, etc.) based on this
model :

Jit = %ln( ail: ) (Arouri et al, 2018) (I); gir =

Xit-n+1
[Inx(t") —Inx(t)]/u(Evans, 1997, quoted by
Papadaki and Chami, 2002) (II); x; =x;(1+
r/100)* (Altinay and Altinay, 2006; Adomako et al.,
2021) (1D); g(t) = log(x(t)) —log(x(t — 1))(Vaz,
2021) (1V); or number of periods, x; .the value for the
firm i period t the current duration and x;;_,,+,the
value, where x;.denotes the size of the firm
measured according to the number of employees, G,
the growth function, t, the time where t '>t, u = t' —
t, n number of periods, x;Number of people
employed by the firm during the survey period, x;the
number of employees in the year that the respondent
(owner or responsible manager) took up his position,
ais the number years since the owner (manager) has
had this business, and finally r. Other works measure
growth either in absolute value or in relative value
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We find in this suite the works of Hassan & Hart
(2016) and Lebrasseur & al. (2003).

Following the path of Baumol (1962); Rufin (1973),
the dynamics of growth is the maximum rate of
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growth which maximizes past, present and future
size. By maximizing size, the entrepreneur seeks a
maximum growth rate:

Let xcy, xc,etxcrrespectively be the organic, acquisitive and total growth, iy, i;eti;r, the opportunity costs of the
organic, acquisitive and global resources, C the cost of acquiring resources, R the revenues, g: the growth rate:

1+ (iy —ipiy

xcr = xcy[my(gn)] + xci[m;(g) IRy G

At the expansion rate g, the present value of the net
revenue stream will grow indefinitely (
P'P"P" .....P™) and its value will exceed any pre-
established number as g approaches i, as shown by
the net revenue curve, RR' in Figure 1. It is clear that
nothing here limits the rate of expansion of the
business.

Insert figure 1 here

Rubin extends Baumol's model by demonstrating
that the expansion of the firm is a promotion of

I

iy — i — gn)?

1+ Aiy C'(Agy) + R 1+ Aj; '
N (Aiy — gn)? In ! (Ai; — gp)*?

resources and that the possession of the resource
cannot be separated from the firm, starting from a
simple case of a firm that wants increasing the
quantities of existing resources in order to increase
the levels of existing activities finds that its optimal
value using Kuhn-Tucker conditions is given by:

() meyurdh
1+7r pj_, i(’)xf
=1

Where x]-t(j =1,...,m);t =0,..., Lis the level of m profitable activities existing in period t, p (constant) the unit
profit earned from activity j; fjis the constraint function; L is the length of the planning period, which is the firm's
time horizon, measured as a finite number of discrete time periods, and r is the interest rate. Suppose that

fj(Qiy, iy, Ry, R;) =r is the opportunity cost, p is the price, the dynamics of the show-off is therefore:

1+Aiy \"
ey = (e )y

(Aiy — gn)?

Dynamism of growth dynamics

The measure of growth dynamics is based on past

values for which we had seen disadvantages.

Kamien & Schwartz (1991); Oulhaj (2017) argue

that the optimization problem only becomes truly

dynamic when today's production level determines

not only today's profit, but also the profits of future

periods. The measurement of the dynamics of SME

growth defined by Lebrasseur & al. (2003) in terms

of sales growth rate (the change in growth rate,

measured by sales volume, recorded by a company

during its early years and links growth intentions

and sales activities) and more later by other

authors; nothing but a prediction of the past subject

to different selection biases (and this despite the

strong correlation found between intention and real

sales growth). The results they find decouple actual

growth from that anticipated, and studies have

found difficulty measuring growth.

To speak of the term dynamism, the firm must be
part of a present and future temporal approach. The
danger is that the trend will treat the results obtained
on a single variable obtained in the pass. In response
to this difficulty, Kozan & al. (2012), argue that
growth momentum provides a better measure of
entrepreneurship than past growth alone. They
advocate the use of an indicator that captures past
growth and growth intention. They lead to a typology
of four groups of SMEs: SMEs in decreasing or

1+ Aj, )TR i“ af;
(ai; —g)?) ! " ox!

i=1

decelerating growth, SMEs in stagnating growth,
SMEs in accelerating growth and SMEs in strong
(continuous) growth. If this work measures an
important static classification and presents a strong
validation of the scale for measuring the growth of an
SME; nothing is said about the growth phases or
about the probability for an SME to change growth
phase, about the forms of validity (of content, linked
to criteria and construction.) and of reliability (in
stability and equivalence) of the measurement scale
(Hair & al,, 2010: 3, 6-9; Kothari, 2004:69-82).
The study in question uses a Likert metric
measurement scale on which mathematical
operations are possible. Indeed, if these Likert
summation scales are more used than Thurstone
differential scales for various reasons (easy to set up
and are reliable: respondents respond to each
statement included in the instrument, provide more
information, allows the use of statements that are not
obviously related); wusing Louis Guttman's
cumulative scales (or scalogram analysis) would
have given a more reliable growth indicator (Kothari,
2004:69-82).
Likewise, by associating transformations (by
integral, monotonic, log normal) (see Van, 1971;
1991) with these measurements obtained by the
scales would make it possible to measure real growth
since entrepreneurs are questioned on real growth
and on that future. Such an approach releases the
887



Journal of Harbin Engineering University
ISSN: 1006-7043

energy with which the economy can be conducted
and would explain Keynesian or classical oscillations
in economic performance. In this theory,
entrepreneurs on the basis of expectations drive
production, employment and inflation. A good/bad
vision of the entrepreneur on future economic
activities based on past forecasts can lead him to vary
the size/process by increasing or reducing the
acquisition of resources. This dynamic growth drives
the economy in the short and long term. Growth
dynamism, unlike Penrosian growth dynamics, can
lead to significant upward or downward movements.
McKelvie & Wiklund (2010) show that achieving
growth can help stimulate future growth in that an
entrepreneur who tastes success and is incentivized
for future growth; just as future growth intentions
that come as a result of strong past growth may be
the result of different cognitive and emotional
processes than growth intentions that attempt to
compensate for recent poor growth.

The resource theory allows us to identify the

dynamism of growth as a variation in an amount or

quantity that the entrepreneur hopes to have based

on the quantities of resources used currently or in

the past. Understanding the dynamism of growth in

the resource model makes it possible to respond to

the major concern which did not allow the growth

concept to emerge as put forward by Delmar (1997),

subsequently Davidsson & al. (2010), Gilbert & al.

(2006), McKelvie & Wiklund (2010) who argue that

growth did not emerge following the theoretical

problem posed by its understanding,.

The dynamism of growth combines real growth (past
or present) and the desire for growth (intuition,
anticipation, future) (the theory of planning behavior
maintains that the intention precedes the act.). In
resource theory, the dynamism of growth implicitly
takes an important place. This concept is evoked by
the authors without realizing it. This theory adopts
many of the same assumptions as the broader
resource-based view that economic actors (whether
firms or individuals) are strictly rational utility
maximizers, that markets can vary in their
competitiveness, that information may vary in the
way it is disseminated in a market and so on.

The dynamism of growth can maintain several links
with entrepreneurship that emerge in resource
theory. In planning its expansion, the firm considers
the active juxtaposition of its own "inherited"
resources and those which it must obtain from the
market in order to carry out its program of activities
(Barney, 1991; Caves, 1980). The dynamics of
growth is based on the implementation and
deployment of strategies to respond to
environmental opportunities; to find a balance
between the exploitation of existing resources and
the development of new resources as pointed out by
Barney (1999) and Wernerfelt (1984) Growth as an
output can have consequences on multiple variables,
including the well-being of the entrepreneur This
thesis will not be developed in this work, but we
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believe that well-being can serve as a unique
resource for managing the dynamic growth of a firm.

Proposed measures
The dynamism of growth is based on the company's
growth concept in the sense that it retains three
modes of growth and several items must constitute
it. The difference comes first in the fact that the
dynamism of growth is calculated on the basis of
intentions and real growth (whether in the past or in
the current period), and on this basis the growth rate
and that of Growth momentum may have different
meanings at certain levels. The number 0 or other
low values (<10) mean absence or low dynamism,
which is not the case for growth dynamism (0 can
mean continued dynamism). For example, an SME
which can accept having increased its resources in
pastyears and which is strongly convinced that it will
increase them in the future years, can be assigned a
value of 0 when calculating its dynamism rate.
Transformations must be necessary for these kinds
of results. Also, the measures of dynamism must be
updated or capitalized since it is measured on
different dates. The measurement of dynamism
becomes more complex than simple growth because
it is based on the accumulation of several resources
which involves different processes. In this case if the
study uses structural equations, it can go through a
logarithm transformation of some in the following
way:

xj; = Inx;(1+7/100)
xj;is resource j for SME i

The mode of growth can be a geometric growth
obtained in this way:

]

j
1_[ Xj; ou XCE g =

j=1

j
E(XCE¢yq) =

Multidimensional measures that assume that the
functional form of resource constitution is a linear
application (or transform) acquire by the firm in a
defined time:

DYXCE, = E(XCE,,,) — XCE,_, ou DYXCE,
= Df XCE;4, + Df XCEyy4

When a resource is assumed to follow some form
E(XCE 1) = f(.) ou XCE,_, = f(.) but some
approximation of the function is possible, the rate of
dynamism can be calculated by the following
formula:
9it = INE(XCE¢y1) —InXCE,4]/n

The measurement that we propose is this for
empirical studies. Based on this scale, we have
estimated the dynamics of growth by the following

formula:
Jj Jj
/DXL.P X DX,

Dx; = 100 =
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Or
3
X (Ko
j Xt]—3 Xt]
DX;, = (InX_3) x|| 1+ 100

-3

DX, = (InX,3) x || 1+

This indicator of a firm's growth dynamism measures
the manner in which the firm efficiently and
dynamically allocates resources, and also
emphasizes the extent of the dynamics of the spirit of
the activity of enterprise as desired by certain
theorists of firm growth (Baumol, 1962; Davidsson &
al., 2010; Delmar, 1997; Delmar & al., 2003; Gilbert &
al., 2006; Lebrasseur & al., 2003; Lucas, 1978;
Mahoney & Rajendran, 1992; McKelvie & al,, 2011;
Penrose, 1959; Rubin, 1973; Shepherd & Wiklund,
2010; Storey, 1999) rather than solely on the
efficient use of resources such as turnover,
productivity and profit margin (Freel & Robson,
2004, cited by Kozan & al., 2014)...

In the measures of the dynamism of the growth the
gap between past and future is important. A firm can
access several resources and several measures can
provide. The components of an SME's growth and the
dynamism of growth are presented in the following
tables:

Table 1 to be inserted here

Nominal or ordinal values can also undergo
monotonic transformations. Measures based on
continuous values can draw attention to the
significance of 0 when calculating the index of
growth dynamism. For objective measurements the
following classification can emerge:

Table 2 to be inserted here

Schematically the dynamism of the growth of the
SME is presented as follows:

Figure 2 to be inserted here

CONCLUSION AND IMPLICATIONS

Conclusion

In this study, growth is seen as an indirect increase in
size resulting from the acquisition of resources, the
dynamics of growth as a resulting growth rate. The

dynamism of growth has implications for the
economy as a whole and for entrepreneurship. The
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dynamic mode of SME growth is more beneficial to
an economy than SME growth.

This work opens up other broad fields for
researchers wishing to explore this theme in more
depth. A first task may consist of identifying the
reasons why certain SMEs could experience greater
growth dynamism than others. This involves
identifying a wide range of factors, from
entrepreneur characteristics to access to resources
such as human capital and financing, that have
emerged as explaining why some businesses grow
more than their counterparts. A second would focus
on key factors neglected in the growth literature,
including well-being, entrepreneur effort, the
environment and the dynamics of entrepreneur
profiles.

Future studies can also analyze the impact of growth
dynamism on customer satisfaction level, SME
reputation, entrepreneur well-being, etc. Another
category of studies could concentrate on the
validation of the forms of functions of growth
dynamism, or focus on the search for methods of
solving the equations developed here. Finally, the use
of psychometric approaches would help to better
validate this concept. By continuing empirical
research into the dynamism of SME growth, the field
will improve understanding of this complex process
while moving toward helping entrepreneurs achieve
the ultimate measures of performance, longevity, and
wealth creation as highlighted in the entrepreneurial
literature.

Implications

In this work, several implications can be identified.

The first concerns the view based on resources. The
resource-based perspective provides a solid
theoretical grounding for understanding the
dynamism of an SME's growth. It is based on two
paradigms which rely on the possession of specific
resources. The first paradigm is based on Penrose's
conception and the second is based on Barney's.
These paradigms define growth as a direct increase
in the size of the firm which comes from the holding
of resources according to the mode of growth
pursued (acquisition, organic and mixed). We prefer
to use the term resource theory rather than
resource-based perspectives, since other resources
can help build growth (reputation, customer
satisfaction, well-being, profile, etc.) than those
traditionally used (capital financial, human capital).
Resource theory has shown that the expansion of
external and internal resources leads indirectly to
Penrosian growth in the size and quality of the SME.
In Penrose's vision (1959), and later in Barney,
Davidson, Porter, Wiklund, Gilbert; the acquisition
and the organic increase is an entrepreneurial
behavior which passes by the will and the real act. In
their visions, expansion occurs directly through
growth in size. The vision developed in this work,
defines growth as an indirect increase in the size of
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the SME following an acquisition of resources
implied by behaviors of identification and seizing of
the opportunities of the entrepreneurs. Acquiring
additional resources for this purpose is growth. This
implies that this concept is easier to implement in
SMEs, especially those operating in developing
countries. The latter find it difficult to merge
(information on competitors), operate in different
markets, misunderstand this classic concept of
growth, and have difficulty applying corporate
policies and strategies. The resource theory also
offers explanations on why SMEs that can access
particular resources, plan and anticipate their
growth acquire an advantage over others, which
allows them to grow and achieve good results. in an
environment of opportunities and constraints.

The creation of a growth indicator based on
resources requires precision on the functional form
to be retained. The fact that resources come from
different theories and therefore follow different
processes leads to the rejection of linear models.
The studies were based on the indicator developed
by Baumol (1962) which assumes that the growth
rate has an exponential form to statistically calculate
the growth rate (growth dynamics). Such a result
therefore implies that empirical work should focus
on prior transformations (for example linearizing
the data to then calculate the statistical parameters
(mean, medians, etc.)) before moving on to
estimates. Mathematically, the studies assume that
the growth function is monotonically increasing, the
construction of which comes from the objective of
maximizing the several activities constrained by the
costs of resources after passing the Kun-Tucker
conditions (Lucas, 1962; Rubin, 1973). The
indicator developed in this study therefore followed
these conditions.

The dynamism of growth is not far from this term
“growth”. In its definition it is based on the theory of
growth and that of planned behavior; and
intervenes when there is a difference between a real
quantity of additional resources acquired (in at most
5 years, 6 months past) and the quantity of
resources desired after anticipation on the activity
(in at most 5 years, 6 months future). Similarly,
dynamism is observed when the entrepreneur in the
present decides to increase his available resources
hoping for a bright future, considering what had
happened on the market in the past. In an
optimization language, it is a matter of maximizing
the gap between current and future activity under
the constraints of the gaps between current and
future resources.

Understanding the dynamics of SME growth is so
important for practitioners, policy makers and
researchers. It makes it possible to answer the
question of knowing what means the growth of the
SME / how it is formed or "how" the companies
develop which has remained hanging in the
literature. Policy makers can therefore easily assess
the success and development of SMEs and easily
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tackle how to create resources at lower social costs.

Just as a country with high national resource

potential will have more growing SMEs than other

countries, so resource creation policies contribute

to growth. The conceptis simple and allows a simple

understanding of the phenomenon by even the

layman. Such a conceptualization may have

implications for other entrepreneurial issues. The

variations of the dynamism can allow the

improvement of the satisfaction of the customers

(External acquisition can come from the customers)

and the reputation of the firm by a rapprochement,

generate permanent revisions of the production

process, combinations and permanent innovations

allows the firm to see its production process. A

dynamism constitutes a material, financial

guarantee to the partner's loan and can facilitate

access to financing.

Another implication comes from the classical
importance of a mode of growth according to
economic actors (Vaz, 2013). Policy makers have a
preference for organic modes of business growth
since it helps increase employment, develop the
economy, collect more taxes and improve the profile
of the city, region and country (McKelvie & Wiklund,
2010). Growth through acquisition is more attractive
for entrepreneurs since they grant high financial
profits at the lowest cost. This mode is less preferred
by policymakers who believe that it transplants jobs
and has zero gain at the macroeconomic level.
Dynamism can help resolve the concerns of each
other.

Concerning the modes, it has been shown that the
acquisition of resources (resource growth) is
accompanied by an overall growth of all indicators.
Therefore, a neutrality of entrepreneurs’ preferences
would be observed in any mode of the dynamism of
SME growth. The position adopted in this work sheds
light by showing that the position pursues more
beneficial than the pursuit of the simple growth of
the SME at the microeconomic and macroeconomic
level. Dynamism occurs following the seizing of
opportunities conditioned by the skills and know-
how of entrepreneurs. Decision-makers should get
involved in recognition and seizure policies. Since it
has been argued that entrepreneurs with higher
university education are more innovative and will
use modern techniques and models to do business
(Gupta & al., 2013; McPherson, 1996; Pajarinen & al.,
2006; Timan & Gangi, 2015). They are also able to
explore the environment, discover opportunities and
exploit them after appropriate evaluation (Barringer
& Bluedorn, 1999). At the global level, the emphasis
on access to education for all would create such
conditions. At the level of entrepreneurs and SMEs,
organize seminars in which entrepreneurs share
experiences.

Specific resources are at the center of driving growth
and seizing opportunities. Such resources can come
from policies put in place to encourage and support
dynamic growth. For example, intellectual property
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rights and transaction costs, facilitating access to
capital markets (which function well and on which
companies and entrepreneurs can raise the
necessary funds) can facilitate the production of
resources (Zander & Zander, 2005). Economic
policies (e.g., increasing market demand by
distributing income to employees) can help create
resources. These policies that modify general
economic conditions have direct repercussions on
the number of companies that grow organically, but
also on the choice between growth modes. During
periods of crisis, recovery policies that involve
dynamic growth would appear to be an effective tool.
Unlike Delmar et al. (2003) who showed that during
economic recessions, growth by acquisition became
more common, while organic growth dominated in
times of prosperity; entrepreneurs will be indifferent
as to the modes of growth dynamism used during
these periods.

The persistence of the crises that the world is
currently experiencing despite stimulus policies that
are based on the growth of businesses initiated by
policies can be justified and resolved by resorting to
the dynamism of growth. In the United States, the
employment incentive policies put in place by the
federal state have been doomed to failure. The failure
of such policies stems from the fact that
entrepreneurs whose ideology is neoliberal viewed
these initiatives poorly. (The entrepreneur focuses
aggressively only on profit from innovation and
growth of the business) (Vaz, 2013). Investments
have not followed as they believe it has not been
market driven and therefore less profitable.
European countries are currently facing such a
problem where workers and owners blame each
other and we see terms like super-profit emerging.
The dynamism of the growth of an SME could solve
such a crisis. In developing countries, particularly
Sub-Saharans, due to the lack of preparation and lack
of support, SMEs can use their dynamism to survive.
Despite these strong implications, we will draw

attention to the calculation of the rate of dynamism

of the growth of a company which may require

complicated (or even non-existent) resolution

methods. Likewise, the meaning of 0 (some zeros

are not absolute) or lower values (do not necessarily

mean weak growth dynamism or its decline).

Transformations (e.g. imposing higher fictitious

values by analyzing the growth interval) at this level

can help address these concerns.
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FOOTNOTE

1. It explains the success and survival of SMEs,
contributes to its sustainable viability
(sustainability), provides employment, maintains
links with entrepreneurship, etc.; the absence of a
large size resulting from growth reduces the
chances of survival of the firm.

2. This is the duality noted in microeconomics
(Varian, 1998) according to which either pursue
the maximization of its size by specifying the
resources, or for a desired growth dynamic, seek
the minimum resources to achieve it. Moreover,
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as SME is a constitution of resources (Penrose,
1959; Wernerfelt, 1984), therefore, increasing
resources amounts to increasing the size of the
firm as Penrose support.

. The dynamic of growth is the increase in the size
or qualitative improvements of the capital, in
procedure, in experience, of the different
operations of a company, such as cash flow, net
income, customer base (Murphy, Trailer, and Hill,
1996), reputation; and more importantly, growth
in sales, employment and market share.

. This theory adopts many of the same
assumptions as the neoclassical resource-based
view which states that economic actors (whether
firms or individuals) are strictly rational utility
maximizers, operating in markets competitive
firms varying in their competitiveness by the
way information varies in its dissemination in a
market. The most salient feature of this theory is
the emphasis on the acquisition of a unique
resource (with certain characteristics) enabling
strategic formulation that can be a strength of
the company. In other words, the way in which
the SME uses resources to design and implement
a strategy capable of providing it with a
sustainable competitive advantage and how this
can impact its growth dynamism (efficiency). It
shows how an effective Schumpeterian
combination after the entrepreneur has seized
an opportunity and anticipated it provides him
with a lasting competitive advantage.

5 Among others: heterogeneities over time, growth

measurements, separability of indicators, nature
(subjectivity/objectivity), absolute  variable
(large  companies) and relative (small
companies)/logarithm (asymmetry).

According to Barney, (1991, 2001), Barney & al.

(2001) sustainable competitive advantage must
be conditioned by the conditions of existence of
barriers to entry, heterogeneity of resources,

inelasticity of supply of resources and

immobility of resources. The existence of the

barrier to entry or to mobility implies that an

SME can implement different strategies from

those of other SMEs without the Ilatter
succeeding in imitating it. This advantage is

reinforced by the inelasticity in resource supply

that emanates from the fact that some resources

and abilities can only be developed over long

periods of time (e.g. abilities), and others cannot.

be bought or sold on the market (Barney, 1991).

7 Contacts with established customers generated

ideas and business opportunities that required
the assimilation of new skills and resources,
sometimes coinciding with the company's
existing and more broadly defined skills shows
that the return to normalcy spoken of Penrose
(1959), only growth can work

8 We maintain like Delmar (1997) that a reliable

measurement depends on the memory of the

10
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respondent therefore the period must be less
than 5 years. Delmar advocated a 3-year limit
because at that time most entrepreneurs can
remember sales figures and employment rates
with some accuracy.

This theory explains how specific actions in
specific contexts where individuals have some,
but incomplete, control over the outcome, placing
intentions at the center of analysis (Shepherd &
Wiklund, 2005). According to the cognitive theory
of planned behavior (Ajzen, 1980, 1991; Fishbein
& Ajzen, 1981), actions can be predicted by
intentions. Oiseau(1988, 1992) described
intentions as a cognitive tension between the
company's vision and current conditions. As a
general rule, the stronger the intention to engage
in a behavior, the more likely its occurrence
should be” (Ajzen, 1991: 181).

Changes in the company or in institutions can
cause the entrepreneur to change his objectives.
Initial conditions can also be a booster of growth
motivations. Example McKelvie & Wiklund
(2010) an entrepreneur forced to work full time
for the company after being made redundant
from regular employment or confidently
believing in the company's potentially increased
levels of "success". They show that companies
that welcome new owners are often different
from those of previous owners (depending on the
goals of the venture capitalists, the company tries
to grow as much as possible in order to provide
returns to the venture capitalists). Companies
that go public also tend to have higher growth
requirements.

11 A franchisee enters into a legal agreement with a

12

13

franchisorin exchange of use of their intellectual
property of this last. The franchisor receives a
compensation for use of this active; generally, a
lump sum payment and a fee based on an agreed
measure. The franchise must also join the
requirements defined by the franchisor, such that
the maintenance of the standards of quality, of the
procedures operating and some range of products
(Combs et al.)

implies that licensors sell the rights to use an
element of intellectual property to a licensee
involve a collaboration between two or several
companies with the aim of pulling of the synergies
or to exploit the resources of the other. The
wedding rings strategic have tendency to be more
informal by nature, while joint ventures lead to
the pooling of resources in a newly created legal
entity it constitutes a form of growth since they
allow the company to obtain, to overcome the lack
of resource at a lower cost instead of developing
it by itself whose production would have required
more effort and time.
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Figure 2: Dynamics of growth
ANTICIPATED
REAL GROWTH
GROWTH
Past & Present... - . .
( ) » (Willingness, intention,
etc.)
Dimensions Dimensions
Aquisitions & Expansion Growth Dynamism Acquisitions & Expansions
Table 1: Some measures of dynamism
Past/current growth Anticipated growth
Measures Subjective Objectives Subjective Objectives
Measurement scales Values Measurement Values
scales
Building Ordinal or Continuous Actual or nominal Ordinal or | Real or nominal
Continuous
Furniture Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
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Placement Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Stocks Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Treasury Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Sales Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Part of the market Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Profits Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Profitability Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Innovation Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Expa activities. Ordinal or Continuous Real or nominal Ordinal or | Real or nominal
Continuous
Table 2 Classification of objective measures a classification
Measures Growth Dynamics of SME growth | Threshold
Past | Future | Name Sign
Subjective | - - Depression <0
- + Reprise =0
+ - Recession <0
+ + Dynamism >0
Objectives | - - Depression <0 Less than 0%
- + Reprise =0 Between 0 and 2%
+ - Recession <0
+ + Dynamism >0
APPENDICES only requires the condition that g < i so that

(1 +g)/(1 +1) = 1 Assuming constant
prices of all inputs and outputs of the firm, linear
homogeneity of the production function, the net
revenues will increase precisely in the same

APPENDICES A BAUMOL’S MODEL (1962)

Baumol (1962) demonstrates that the dynamics of

the growth of a firm (a growth rate g) is an infinite proportion as the inputs and the present value of the

geometric sequence which comes from the initial expected revenue stream, we get the profit growth
net income of a company R, from a capitalization of function:

future revenues at the rate un i of prices (which are
constant). The convergence of the geometric series

[=2a]

1+ g)* 1 1+
w=P=clo) =) R(T R iig B, W
t=0 1 _|_ i
By maximizing profit, the entrepreneur seeks a maximum growth rate:
¢ ¥ l + II ¢
n, =P'—C'(g)=R - —C'(g)=0.

(i —g)
APPENDICES B RUBIN'S MODEL (1973) activity j; b; fis the amount of resource i produced at

period t ( b;perhaps less than the base of the
activity at reproduction, it is an activity whose
production is an additional unit of resource); L is the

Let b, (i =1,...n)is the initial holding of n
existing resources of the firm, measured as a

percentage of capacity, W;is the cost per unit of new
units (untreated),
x}-r (j=1,...,m; t=0,...,L)is the level of m
existing profitable activities in period t (all
profitable activities lead to a single output that is
sold) p is (constant) the unit profit earned from

length of the planning period, which is the time
horizon of the business, measured as a finite number
of discrete time periods, and r is the interest rate.
So

bf = fi(xf,...,x5) + g, (bi,.... b),
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That is to say, the quantity of the resource used
depends on the levels of profitable activities and

reproduction, where, f: [xi,. . xfn )is the quantity
of resource i use to produce the outputs x,,...,x

z = (Px° - ws*")

m

_|_

14+r

Under constraint

flx°) + gl[Bi-D) < by,

£ (X +g,(B°)<b,,

A +g,(B) b+,

XY +g,(B7)<b, +b7,

D)+ g,(BY ) by + b+ b ... 4bL
(X +g,(B ) <b, + b +b +..4b5

E
b! ,xf = 0 pour tout i,t

The optimal value using Kuhn-Tucker conditions is given by:

1 T n of,
— ) p,o= Y KTL
(l—i-r) pl_Z_; b dxd

APPENDICES C TRANSFORMATION, 1971

By imposing an integral transformation (see Van,
1971) we obtain a function of the dynamism of the
growth of a resource by the following formula:

Zj+1

5= | W& -v@IrWE/M

Zj
And the function of the dynamism of the growth of
the SME by:

n Zj+1

6= [ W@ -vGrawE/p
i=1 Zj
n exponential form in all resource constraints.

1_ :-D_ «1
(Px*—wB* —WB )+"'+(1+r]i-
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in period t andg;(b;%,..., b.") is the quantity of
resource i used to produce the resources bl, eeus b
available for use at period t+1.

n

(Pxt—wB”—...—wB")

Where Z; = —oo, Zj,; = +0o( *ooare the lowest and
highest growth levels respectively), U —
fonctionvarying over the interval (Z;,Z;,,), n
number of resources, XCE;the level of growth
assumed to be a stationary flow over time. In a model
which assumes that the entrepreneur pursues the
objective of maximizing the dynamism of growth
(which will not always be the case) of the SME, the
rate of dynamism will come from the construction of
Rubin's model (1973). whose objective function is
G;;and the resource cost constraints will depend on
the forms of the resource functions established in the
theories which produce them. This problem becomes
a dynamic optimization problem. We can impose a
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