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The role of growing, and especially of fast-growing enterprises in new job creation has recently 

become an important topic of economic research due to very pronounced asymmetry: the number 

and share of fast-growing enterprises in the economic structure is relatively small, but the number 

and share of jobs they create is disproportionally large. In principle, all enterprises could grow, but 

it depends on whether they have the potential for it and whether they want to, and if they do not 

have the potential to grow, whether they want to build it. Accordingly, the most important actors 

in the development of the segment of fast-growing enterprises are the owner and the enterprise. 

The state is also an important participant in this process, but through creating an entrepreneurial 

environment that supports such decisions at the level of the owner / enterprise.  

The project ‘Development and application of growth potential prediction models for small and 

medium enterprises’ is a continuation of earlier studies2, as well as extension of GEM research in 

the field of growing enterprises3. By incorporating the research results of this project into the 

publication presenting the results of the GEM study for 2017, the basis for identifying patterns of 

presence of growing enterprises in the economy is expanded (with regard to activity, region, 

characteristics of the owner and the enterprise). 

 

Goal of the project 

The goal of the project was to assess the growth potential of any enterprise at the very early stage, 

i.e. before the enterprise starts to grow. Recognizing growth potential at such an early stage is 

useful for the enterprise, for potential investors, but also for the state: the enterprise can shape its 

business strategy by preparing for growth, potential investors can make less risky investment 

decisions, and the state may adopt various policies (tax, education, innovation) to create a 

stimulating environment for such enterprises.  

Two sub-goals of the project are:  

1. Development and testing of growth potential prediction models for small and medium 

enterprises in Croatia. In the implementation of this sub-goal, the following activities were 

undertaken:  

 Analysis of previous research on growing enterprises, 

 Development of growth potential prediction models for small and medium enterprises in 

Croatia, 

 Analysis of growth potential of enterprises in Croatia, 

 Comparison of growth potential with regard to activity and regions in Croatia, 

 Making growth potential prediction models via web service (www.potento.eu). 

                                                           
2 Research program Entrepreneurship – mobilizer of social integration (program manager: Singer, S.), financed by the 

Ministry of Science, 2006-2010, consisted of 5 projects: Assessing the growth potential of small and medium 

enterprises; Operational business risk assessment models; Transformation of entrepreneurial potential into 

entrepreneurial behaviour; Achieving economic prosperity by strengthening regional competitiveness; Statistical 

measurement instruments: construction and adaptation in entrepreneurial economy. 

3 Questions from the GEM questionnaire for adult population that relate to growing enterprises were used in the 

development of the survey tool.  

http://www.potento.eu/


2. Creating recommendations for stimulating growing / fast-growing enterprises, intended for 

enterprises (for designing business strategies for growth), educational institutions (for inclusion of 

problems of growing enterprises in educational content), state institutions (which can create 

policies for development of enterprises with growth potential), and financial institutions and 

investors that can offer customised financing and investment conditions to enterprises with high 

growth potential. 

 

What affects enterprise growth? 

Previous studies show that enterprise growth is affected by numerous factors that can be classified 

into 3 categories: factors on the side of entrepreneurs / enterprise owners, factors on the side of 

enterprise and factors on the side of environment: 

 Entrepreneurs: high motivation for achievement, desire for growth, willingness to take 

risks, ability to learn… 

 Enterprise: organizational culture – innovation, strategic orientation towards growth, high 

specialisation, orientation towards achievement of goals; organizational readiness,  

 Environment: supporting to growing enterprises – regulatory framework, access to sources 

of financing, educational programs, innovation policy (intellectual property, cooperation 

between research institutions and enterprises).   

Studies on enterprise growth more often examine the impact of individual factors on growth, and 

fewer studies focus on the development of empirical or conceptual models by integrating different 

factors that impact growth. When analysing previous research, it is necessary to take into account 

the definition of growing enterprise that was used (growing, fast-growing, gazelles). In the 

literature review, where possible, these distinctions were identified.  

 

Characteristics of entrepreneurs / enterprise owners and enterprise growth  

Age, gender, education, experience and personal characteristics are the most important 

determinants of growth on the side of enterprise owners. Studies show that there is a difference 

between enterprises with growth potential with regard to the gender of the owner (Singer, Šarlija, 

Pfeifer, Oberman Peterka, 2017). Enterprises that grow more are owned by men, compared to 

enterprises whose owners are women (Cooper, Gimeno-Gascon, Woo, 1994).  

Growth and age of enterprise owners are negatively correlated (Welter, 2001), while the level of 

education (Kolvereid, Bullvag, 1996; Pena, 2002) and industry experience are positively 

correlated (Klepper, 2001) with enterprise growth. Lee and Tsang (2001) have shown that 

entrepreneurs’ industry experience and managerial experience have a dominant positive effect on 

enterprise growth. They have also shown that networking activities, number of partners and 

internal locus of control have a positive impact on enterprise growth.  



Levie and Autio (2013) have shown that a higher degree of propensity for taking risks increases 

growth potential, while some other studies (Palich, Bagbay, 1995) failed to confirm the existence 

of a significant connection between growth and risk-taking propensity.   

Owners’ motivation for enterprise growth is also an important growth factor. The higher the 

motivation, the higher the growth potential (Kolvereid, Bullvag, 1996; Delmar, 1996; Pena, 2002). 

The same has been confirmed for the need for achievement (Levie, Autio, 2013; Lau, Busenitz, 

2001; Lee, Tsang, 2001). Baum (1994) has shown that self-efficacy has a strong positive 

correlation with enterprise growth. Wiklund, Patzelt and Shepherd (2009) have shown that 

entrepreneurial orientation and attitude towards growth have a direct positive impact on enterprise 

growth. 

Baron and Tang (2008) have confirmed that owners’ social skills play an important role in the 

financial success of an entrepreneurial venture. Janczak and Bares (2010) stressed the importance 

of a clear vision. Higher growth is achieved by the so-called visionary entrepreneurs.  

 

 

Enterprise characteristics and enterprise growth 

 

Among the determinants of growth on the side of enterprise, the most frequently mentioned in 

literature are: enterprise age, size, human capital, level of investment in research and development, 

innovation, organizational learning, entrepreneurial orientation and financial structure of 

enterprise.  

There is a negative correlation between growth and age of enterprise (Yasuda, 2005; Geroski, 

Gugler, 2004), as well as between growth and enterprise size (Yasuda, 2005).  

Studies have shown that human capital directly affects innovation and processes, which then 

ultimately affects company performance (Wang, Chang, 2005; Šarlija, Stanić, 2017). Pena (2002) 

has confirmed a positive correlation between company performance and human capital (education, 

business experience, motivation), organizational capital (enterprise flexibility and ability to 

successfully implement strategies) and relational capital (development of a productive business 

network, access to relevant stakeholders).  

Diaz Hermelo and Vassolo (2007) have shown that company’s aspiration towards growth, state 

incentive programs, new technologies, orientation to international markets and availability of 

financial resources are growth factors. The level of research and development (McGee, Dowling, 

1994), innovation (Fischer, Reuber, Hababou, Lee, 1997), organizational learning (Hult, Snow, 

Kandemir, 2003) and entrepreneurial orientation (Wiklund, Shepard, Patzelt, 2009) are in positive 

correlation with enterprise growth. In their research of growth determinants of small and medium 

enterprises, Helmers and Rogers (2011) concluded that the most important determinant for growth 

is the ability to invest, particularly in research and development.  

Moreno and Casillas (2007) have shown that fast-growing enterprises are characterised by a 

reduced availability of financial resources that preceded in the years before growth.   

Becchetti and Trovato (2002) have shown that availability of external sources of financing and 

internationalisation are positively correlated with enterprise growth. Studies show that assets, 



indebtedness, liquidity, internally generated resources, productivity and opportunities for future 

growth are significant factors that determine the potential for growth (Mateev, Anastasov, 2010; 

Jeger, Šarlija, Bilandžić, 2016). Sampagnaro (2013) has identified cash flow as the most important 

factor for enterprise growth.  

There are different opinions about the influence of external sources of financing: Sampagnaro 

(2013) states that there is an unambiguous tendency that external sources of financing negatively 

affect growth, while some studies have shown that there is a positive relationship between external 

sources of financing and growth of small and medium enterprises (Storey, 1994; Cooper, Gimeno-

Gascon, Woo, 1994).  

Innovation is an often investigated growth factor. The success of several well-known high-tech 

companies has shown that innovation was the key determinant of their growth. Results of research 

carried out by Coad and Rao (2007) show the existence of a positive relationship between 

innovation and sales growth, but only for fast-growing enterprises. Namely, they have not found a 

significant connection between such growth and innovation for enterprises with average growth. 

Interesting conclusions were reached by Demirel and Mazzucato (2012), who investigated the 

impact of research and development on growth depending on whether a company has at least one 

patent or has been successfully patenting successively for the last 5 years. They have shown that 

research and development has a positive effect on growth of small enterprises if they have either 

had one patent or have been successful in patenting in the last 5 years, but that there is no 

connection between growth and investment in research and development if the enterprise does not 

have a single patent. For large enterprises, they have shown that investment in research and 

development has a negative impact on sales growth regardless of patents, while for those 

enterprises that do not have patents, they have found no connection between growth and 

investment.  

Innovation is often associated with other characteristics, thus, for example, Love and Roper (2015) 

explore the link between exports and innovation. Although they have found a positive link 

between growth and innovation, they conclude that without internationalisation and exports there 

are no significant benefits for business. This is in line with the 2010 EU report ‘Internationalisation 

of European SMEs', which shows that small and medium enterprises grow twice as fast if they 

export and that internationally active small and medium enterprises have a three times greater 

chance to create a new product or service. Stam and Wennberg (2009) have shown that investment 

in research and development is important for high-tech companies, while ambition for growth is 

more important for low-tech companies. Research by Hölzl (2009), Mason, Bishop, Robinson 

(2009) and Grundström, Sjöström, Uddenberg, Öhrwall Rönnbäck (2012) has confirmed that 

innovative enterprises tend to grow faster than non-innovative enterprises. Coad, Segarra and 

Teruel (2015) have shown that for young enterprises investment in research and development has 

a positive impact on growth, while investment for older enterprises shows a stable or even 

diminishing impact. Šarlija and Bilandžić (2018) have shown that there is no direct link between 

innovation and growth in Croatia, but that innovative enterprises have higher exports and profit 

margin and that they use newer technology and have products that are new to their customers.  

 

 

 

 



Environment and enterprise growth 
 

Wiklund, Shepard and Patzelt (2009) speak of dynamic environment that provides opportunity for 

growth, hostile environment that hinders growth, and heterogeneity of the environment, which 

encourages growth.  

 

There are environmental factors that stimulate growth and those that limit growth. Wiklund, 

Shepard and Patzelt (2009) state that changes in society, politics, market and technology create 

opportunities for growth. Among the barriers that slow down growth, there are financial, 

technological, institutional, organizational and market barriers.  

 

Financial barriers relate to the lack of external financing and capital (Becchetti, Trovato, 2002). 

Hindered access to the latest technology also can reduce growth potential. Taxes, government 

policies and administration represent institutional barriers (Davidsson, Henreksson, 2002).  

 

 

How to measure enterprise growth? 

From a methodological point of view, enterprise growth can be measured quantitatively in terms 

of generating physical output or expansion of business volume, and qualitatively in terms of 

product quality or market position. 

The most common quantitative measures used to define growth are increase of employees, sales, 

revenues and assets (Davidsson, Steffens, Fitzsimmons, 2009; Šarlija, Pfeifer, Jeger, Bilandžić, 

2016). Other measures that can be found in previous research relate to market share, profit, 

capacity and capital, using absolute and relative measures as well as varying lengths of time of 

monitoring of growth (Shepherd, Wiklund, 2009).  

In the conducted study of growing enterprises in Croatia, measures of increase of employees, sales, 

total revenues and assets were used. Growth of enterprises was monitored over 3 consecutive years 

in the 2012-2015 period, following the OECD definition of fast-growing enterprises: annual 

growth of 20% or more over a three-year period. This definition was used to determine the share 

of fast-growing enterprises in Croatia based on financial information provided for the needs of the 

project by FINA, partner in the project. 

For the purpose of development of fast-growth potential prediction models, a combination of 

criteria of growth of sales and employees was used. However, due to the very small number of 

enterprises that meet the criterion of employee growth rate of 20% in the observed three-year 

period, the numerical value of this criterion was reduced to 10%. 

 

 

 



Research methodology 

Research of fast-growing enterprises was conducted using secondary and primary data.  

Secondary data include data from financial statements of small and medium enterprises, which 

were by made available for project purposes by the Financial Agency (FINA), as a partner in the 

project. Based on analysis of this data, the share of fast-growing enterprises in Croatia was 

determined according to different growth criteria (employees, sales, total revenues and assets). 

Where possible, the obtained indicators were compared with some other countries.  

Primary data was collected using a specially prepared questionnaire, using findings from the 

analysis of published research papers on factors that affect enterprise growth, as well as a survey 

tool used in GEM research. The survey was conceived in 3 parts that encompassed characteristics 

of entrepreneurs, enterprises and environment. A total of 265 entrepreneurs were surveyed online 

in 2015.  

The survey questionnaire is available at www.potento.eu.4 

The data collected through the survey were “connected” with financial reports of the surveyed 

enterprises for the 2012-2015 period, which, after data cleansing, resulted in a database of 191 

enterprises.  

For 156 enterprises it was possible to obtain all the necessary information to determine the fast-

growing enterprise status (data on sales and employees in three consecutive years in the 2012-2015 

period). Incorporating the project definition of fast-growing enterprises using the two most 

important growth criteria (enterprise is defined as a fast-growing if it had growth of employees of 

10% for two years in a row or if it had sales growth of 20% for three consecutive years) allowed 

the identification of fast-growing enterprises within the database of 156 enterprises. Through this 

“filtering” it was determined that out of 156 enterprises, there 29% (46) fast-growing enterprises 

and 71% (110) others – without growth or with growth slower than the fast-growing category.  

In the first step of development of fast-growth potential prediction models, each enterprise 

characteristic from the questionnaire was analysed individually in order to describe the profile of 

fast-growing enterprise or entrepreneur and to compare fast-growing with other enterprises. In the 

second step, growth potential prediction model was created, which shows which combination of 

characteristics of entrepreneurs, enterprises and environment is important for the realization of 

growth and which allows the calculation of probability of growth for each small and medium 

enterprise in Croatia. Factor analysis and logistic regression were used to create the model.  

 
 

 

 

 

                                                           
4 Interested parties can fill out the questionnaire and immediately get a report on the growth potential of their 
enterprise. 

http://www.potento.eu/


Research results 

Given the use of secondary and primary data for analysing the share of fast-growing enterprises in 

the total number of small and medium enterprises in Croatia, as well as for determining the profile 

of fast-growing enterprises, presentation of research results follows the same approach.  

 

How many fast-growing enterprises are there in Croatia?5   

Four criteria and two growth rates were used to determine the growing enterprise status. The 

criteria are: total revenues, sales, assets and employees, and growth rates are 20% and 10%. A fast-

growing enterprise is the one that achieves annual growth of 20% or more, and growing enterprise 

is the one with growth rate of 10% or more, but less than 20%, in the three-year period, from 2012 

to 2015.6  

Fast-growing enterprises (growth rate of 20% in three consecutive years) are an elitist minority 

everywhere in the world, but Croatia has an extremely small share of such enterprises (Table 53). 

Table 53 Growing enterprises by different criteria in the period 2012-2015   

 Sales Total 

revenues 

Assets Employees 

20% 10% 20% 10% 20% 10% 20% 10% 

Non-growing enterprises – 

number 

51375 49852 58786 57177 62692 61026 40492 40030 

Growing enterprises – 

number 

1302 2825 1545 3154 1573 3239 296 758 

Share of growing 

enterprises – % 

2.47 5.36 2.56 5.23 2.45 5.04 0.73 1.86 

 

The most accessible international data on fast enterprise growth are those according to the criterion 

of number of employees in the enterprise. With only 0.73% of fast-growing enterprises according 

to the number of employees criterion, Croatia significantly lags behind Canada (5%) or the U.S. 

(4%). Even when this criterion is lowered to the level of growth rate of 10%, Croatia still lags 

behind: for example, Austria has 7%, Norway 12%, Czech Republic 10%, Finland 13% and 

Hungary 11% of such growing enterprises (OECD, 2016).  

Variations in the structure of fast-growing and slower growing enterprises are present with respect 

to activities (Table 54), which are grouped into 10 groups.  

                                                           
5 Financial data for small and medium enterprises from the 2012-2015 period were used for this analysis, which were 
made available through partnership with Financial Agency (FINA). 
6 Due to the lack of particular data, or if the value entered for one of the criteria was 0, it was not possible to calculate 
growth and such enterprises were excluded from the analysis by this criterion. The only condition set was that the 
company exists for at least one year before the start of fast growth. 



 

Table 54 Share of fast-growing businesses by activity - % 

Activity Sales Total revenues Assets Employees 

20% 10% 20% 10% 20% 10% 20% 10% 

Agriculture 2.12 4.38 2.83 4.99 1.58 4.00 0.54 1.70 

Industry 2.32 5.30 2.36 4.95 2.21 4.70 0.68 2.40 

Construction 2.75 5.14 2.65 4.79 2.02 4.27 0.87 2.08 

Trade 2.27 5.14 2.32 5.03 1.91 4.38 0.59 1.51 

Transportation 

and storage 3.00 7.06 2.82 6.79 3.12 6.57 1.40 3.14 

Accommodation 

and food 2.50 5.99 2.55 6.23 4.31 7.71 0.82 2.17 

Information and 

communication 3.41 6.78 3.31 6.30 4.17 7.28 1.52 2.98 

Finance and real 

estate 1.88 3.65 3.02 4.28 1.55 2.89 0.78 0.98 

Professional, 

scientific and 

technical 

activity 2.38 4.96 2.55 5.03 2.89 5.80 0.55 1.23 

Education, 

services, arts 2.74 6.15 2.64 5.85 2.68 5.36 0.67 1.88 

 

At a level of significance of 10%, testing has shown that there are significant differences in all 

criteria. The lowest number of fast-growing enterprises compared to slower growing enterprises is 

present in the ‘finance and real estate’ sector (according to criteria of sales and assets). An 

exception is the criterion of total revenues, where there is least such enterprises in the ‘trade’ sector, 

and according to the criterion of employment in the ‘agriculture’ sector. According to most criteria, 

‘information and communication’ is the activity with the highest percentage of fast-growing 

enterprises. 

The definition of regions (see chapter 3)7 that is used by the GEM study for analysis of distribution 

of entrepreneurial activity in Croatia was also used for analysis of regional distribution of fast-

growing enterprises (Table 55).  

 

 

                                                           
7 Zagreb and surroundings, Slavonia and Baranja, Northern Croatia, Lika and Banovina, Istria, Primorje and Gorski 

Kotar, Dalmatia 

 



Table 55 Regional distribution of fast-growing enterprises – share, in %    

Activity Sales Total revenues Assets Employees 

20% 10% 20% 10% 20% 10% 20% 10% 

Zagreb and 

surroundings 2.78 5.78 2.79 5.64 2.79 5.59 0.79 1.90 

Slavonia and 

Baranja 2.26 5.00 2.03 4.59 2.46 4.98 0.84 1.98 

Northern 

Croatia 1.87 5.35 2.15 5.21 2.44 5.13 0.70 2.16 

Lika and 

Banovina 1.82 4.33 2.11 4.50 2.06 4.66 0.49 2.00 

Istria, Primorje 

and Gorski 

Kotar 2.33 4.56 2.41 4.52 1.95 4.12 0.65 1.61 

Dalmatia 2.55 5.65 2.77 5.49 2.35 4.92 0.68 1.72 

 

Using the chi-square test on the data on growing enterprises by regions, significant differences at 

a level of significance of 5% are present in all criteria except employment. This means that, 

according to the criterion of employment, there are equally few growing enterprises in all regions. 

According to the criterion of sales, Lika and Banovina has the lowest representation of fast-

growing enterprises compared to slower growing enterprises. The Zagreb and surroundings region 

has the highest percentage of fast-growing enterprises according to all criteria, with a statistically 

significant difference compared to other regions. 

Gazelles are a special group of fast-growing enterprises with the requirement that they existed two 

years and less before fast growth (Lilischkis, 2011) (Table 56). 

Table 56 Share of gazelles by growth criteria   

Definition of 

growth 

Number of enterprises 

for which it is possible 

to calculate whether 

they are gazelles 

Number of gazelles 

without the requirement 

that they have 10 

employees at the 

beginning 

Number of gazelles 

with the requirement 

that they have 10 

employees at the 

beginning  

Sales 6855 603 (8.8%) 20 (0.29%) 

Total revenues 8437 795 (9.42%) 19 (0.23%) 

Assets 9520 920 (9.66%) 34 (0.36%) 

Employees 4836 117 (2.42%) 8 (0.17%) 

 

The criterion of employment (without the requirement of 10 employees at the beginning of 

operations or with the requirement of 10 employees) radically changes the indicator of the share 

of gazelles, almost to the level of non-existence. There are the most such enterprises according to 

the criterion of assets, and the least according to the criterion of employees. 



Profile of fast-growing entrepreneur / enterprise 

Data collected using a specially prepared questionnaire that covers characteristics of entrepreneurs, 

enterprises and environment enabled identification of factors that influence the development of 

potential for fast growth of enterprises. These “soft” indicators are important for enriching “hard” 

financial data on growing enterprises, and their combination contributes to increased reliability 

when making any prediction model. Profile of fast-growing entrepreneur / enterprise is based on 

156 questionnaires completed by enterprises for which it was possible to collect all the necessary 

information to determine the fast-growing enterprise status (data on sales and employees in three 

consecutive years in the 2012-2015 period).  

To test the statistical significance of differences, depending on the type of variables, the following 

tests were used: 2 test, Fisher’s exact test (in case of small groups in analysis), t-test (as 

parametric) and Mann-Whitney test (as non-parametric) in the case of two continuous random 

variables, and ANOVA (as parametric) and Kruskal-Wallis ANOVA (as non-parametric) in the 

case of 3 or more continuous random variables. The selected test significance level is 5%. 

 

Owner profile 

Owners of fast-growing enterprises are on average 42 years old, have 18.5 years of work 

experience and have been entrepreneurially active for 11.5 years. They evaluate their competences 

in the fields of IT, organizational and communication skills, creativity and capacity for strategic 

thinking as very good8, while networking and foreign language skills as somewhat weaker. On 

average, a fast-growing enterprise was founded by two people, and strategic decisions are also 

made by two people. Respondents use 25% of their time for strategic planning in a fast-growing 

enterprise. 

Owners of non-growing enterprises are on average older than owners of fast-growing enterprises 

and have 46 years. They have weaker IT skills and weaker knowledge of foreign languages. Also, 

they have more years of work experience, as well as more years of work in entrepreneurship. 

According to these characteristics, there is a statistically significant difference between owners of 

fast-growing and non-growing enterprises, while there are no statistically significant differences 

according to other characteristics (e.g. number of founders, number of people who make strategic 

decisions, time devoted to strategic planning, communication skills, creativity, strategic thinking, 

learning).  

Ownership structure in fast-growing and non-growing enterprises with regard to gender is the 

same: 25% are owned by women, 75% are owned by men and there is no statistically significant 

link between gender and enterprise growth.  

Fast-growing enterprises are in greater percentage owned by persons with the highest level of 

education (master’s degree and doctorate) in relation to non-growing enterprises (of all non-

growing enterprises, 66% of owners have a master’s degree and 1% have a doctoral degree, while 

                                                           
8 Likert scale of 1 to 5 was used in the questionnaire, where grade 1 means the worst, and 5 the best. 



in fast-growing enterprises this is 80% and 2%). The relationship between education and enterprise 

growth is statistically significant.  

Owners of both growing and non-growing enterprises equally acquire additional education, about 

50% at least once a year. There is no statistically significant link between growth and additional 

education – it has not been shown that owners of fast-growing enterprises get more education.  

Regarding the propensity to take risks, owners of both categories of enterprises are cautious and 

are not prone to taking unreasonable risks. There is no statistically significant difference in the 

propensity to take risks among owners of fast-growing and non-growing enterprises.  

Among the owners of fast-growing enterprises, there are more of those who have had previous 

entrepreneurial experience before launching their current business. There is a statistically 

significant link between previous experience and growth – of all the fast-growing enterprises, 68% 

had previous entrepreneurial experience, and of all the non-growing enterprises, 56% had previous 

entrepreneurial experience.  

Interestingly, among the owners of fast-growing enterprises, there is a lower percentage (50%) of 

those who come from families where someone was entrepreneurially active, while there are more 

of those (61%) among the owners of non-growing enterprises. This difference is statistically 

significant.  

Owners of fast-growing enterprises have stronger internal and external locus of control – they 

think that results depend on the effort they invest (“my own results depend on how much effort I 

invest”), and they also feel that they can affect things around them (“I have the feeling that I can 

affect the things that happen to me”). This is statistically significantly different compared to 

owners of non-growing enterprises. At the same time, both categories of owners have the same 

propensity to take risks (“I am willing to take risks”), need for achievement (“even after I have 

achieved success, I strive to do the best I can”), orientation towards goals at personal level (“I am 

goal-oriented”) and there are no statistically significant differences in grades of these 

characteristics between owners of fast-growing and non-growing enterprises.  

 

Enterprise profile 

General profile: The average age of fast-growing enterprises is 13 years, while the average age of 

non-growing enterprises is 16 years.  

As many as 65% of fast-growing enterprises belong to the group of enterprises with high 

technology (this percentage is 50 in non-growing enterprises), 28% come from creative industries 

(8% in non-growing). The most fast-growing enterprises operate in the information and 

communication sector. Differences in the share of fast-growing enterprises by these activities are 

statistically significant. 

On average, 56% of employees in fast-growing enterprises and 37% of employees in non-growing 

enterprises have highly specialized knowledge, which is a statistically significant difference.  



Employees on average have some 200 hours of training annually in fast-growing enterprises, and 

100 hours in non-growing enterprises, which is statistically significantly different. 

 

Financial profile: There are differences in export activities between fast-growing and non-growing 

enterprises: fast-growing enterprises have 28.8% of customers from abroad, while non-growing 

enterprises have 18.8%. Also, fast-growing enterprises on average achieve 15.8% of their revenue 

from exports, while this share for non-growing enterprises amounts to 8.6%. These differences are 

statistically significant.   

Although fast-growing enterprises are heavily indebted (it is obvious that they finance their growth 

by borrowing), they are still significantly less indebted than non-growing enterprises – the ratio of 

liabilities and assets of fast-growing enterprises is 0.8, compared to 2.8 of non-growing enterprises. 

Also, the share of bank loans in liabilities is 7%, while in non-growing enterprises it amounts to 

12%, which is a statistically significant difference.  

Only 24% of fast-growing and as many as 76% of non-growing enterprises used loans as a source 

of funding in the last 3 years, which is statistically significantly different.  

Venture capital funds were used by 4% of fast-growing and 0% of non-growing enterprises, which 

is a statistically significant difference.  

Only 2% of fast-growing and as many non-growing enterprises have used business angels. 

Around 20% of fast-growing and nearly the same percentage of non-growing enterprises have used 

state aids as a source of funding.  

The share of intangible assets in total assets is at the level of 1.5% in both fast-growing and non-

growing enterprises.  

The share of investments in new fixed assets in total assets is at the level of 5% in both fast-

growing and non-growing enterprises.  

Liquidity of both fast-growing and non-growing enterprises is about equal (acid-test ratio is 1.5). 

Profitability is equal – profit margin is about 8%, and return on assets is 15%.  

 

Strategic profile: About 30% of fast-growing and the same number of non-growing enterprises 

have a written business strategy.  

Only 26.7% of fast-growing and 17% of non-growing enterprises have a written marketing 

strategy, which is a statistically significant difference. 

As many as 96% of fast-growing enterprises have a clearly expressed orientation towards growth 

in their vision, compared to 85% of non-growing enterprises, which is statistically significantly 

different. 



50% of fast-growing and 60% of non-growing enterprises will need additional funding sources in 

the next two years.  

In the last 3 years, funding difficulties were experienced by 31.1% of fast-growing and 45.5% of 

non-growing enterprises, which is a statistically significant difference. 

Only 25% of fast-growing and as many non-growing enterprises have products / services that are 

protected by some form of intellectual property.  

More fast-growing enterprises (50%) use ideas they copy from competitors, while 37% of non-

growing enterprises do the same, which is a statistically significant difference. 

In both categories of enterprises there is no difference in relying on advice of other entrepreneurs: 

70% of enterprises mostly take advice from other entrepreneurs and people who have great 

business experience.  

Approximately 60% of both categories of enterprises consult with their associates, while 55% 

consult with suppliers. About 40% of both growing and non-growing enterprises ask their family 

for advice / ideas, and as many ask their clients. 30% of both ask professionals for advice / ideas, 

and the least, i.e., 20% use advice and ideas of banks and lawyers. 

The results of research on organizational learning (which is identified through readiness and 

orientation towards strong growth, shared vision of growth of all employees, strong team spirit, 

learning from own mistakes, and studying successful and unsuccessful business activities) show 

that there is no difference in grades between fast-growing and non-growing enterprises.  

The questionnaire also covered questions related to monitoring market needs (market dynamics). 

Using grades from 1 (I completely disagree) to 5 (I completely agree), business owners expressed 

their attitude towards the offered statements relating to: tracking customer satisfaction, monitoring 

competition, sharing information about customer wishes, creating internal company procedures 

focused on meeting market needs, and focusing on attracting new customers. The results show that 

there is no statistically significant difference in grades between growing and non-growing 

enterprises. 

Business owners evaluated market dynamics through following statements: customers are 

constantly looking for new products / services; products and services in the market are quickly 

becoming obsolete; companies often have to invest in new technology because it is rapidly 

becoming obsolete; technology on which business is based is often changing; market is rapidly 

growing; market is characterised by strong competition. The results show that there is no 

statistically significant difference in grades between growing and non-growing enterprises. 

 

Organizational profile: Regarding the degree of centralisation / decentralisation, standardisation 

of procedures, formalisation, specialisation – there is no statistically significant difference in 

answers between fast-growing and non-growing enterprises. 

In 80% of enterprises of both categories each employee has their own specific tasks.  

In 45% of enterprises of both categories employees have duties that only they can fulfil. 



 

Innovation profile (based on questions from the GEM questionnaire): Of all the fast-growing, as 

well as non-growing enterprises, about 12% offer products and services that are new to all of their 

customers. There is a statistically significant difference between fast-growing and non-growing 

enterprises in the percentage of those that offer products that are not new to a single customer and 

those whose products are new to some customers – 16% of fast-growing and 26% of non-growing 

enterprises have products that are not new to a single customer, while the percentage of those 

whose products are new to some customers amounts to about 70% of fast-growing, and 60% of 

non-growing enterprises.  

The situation is similar with the question how many businesses currently offer the same product / 

service as their enterprise offers. The percentage of those where no other enterprise offers such a 

product is about 4% for both fast-growing and non-growing enterprises.  

There is a statistically significant difference between fast-growing enterprises that do not have a 

high level of competition (only a small number of businesses offer the same product / service) – 

56%, while there are less such non-growing enterprises (44%), while 40% of fast-growing and 

53% of non-growing enterprises belong to the group of the weakest that are faced with strong 

competition. 

A significant difference between fast-growing and non-growing enterprises exists in the use of 

technology that is used in the enterprise. Fast-growing enterprises have significantly newer and 

more advanced technology than non-growing enterprises: 13% of fast-growing and 3% of non-

growing enterprises use the latest technology – younger than 1 year. Somewhat older technology, 

aged between 1 and 5 years, is used by 67% of fast-growing and 60% of non-growing enterprises, 

and old technology is used by 20% of fast-growing and 37% of non-growing enterprises.  

As for the new products / services / processes in the enterprise, there is no difference between fast-

growing and non-growing enterprises. About 11% of both categories of enterprises stated that they 

do not have nor plan to have innovations in those areas, while about 30% of both intend to launch 

innovations. Also, 30% of both fast-growing and non-growing enterprises are currently in early 

stages of innovation implementation, and about 20% are experienced innovators.  

 

Profile of barriers to enterprise growth 

Respondents (business owners) used grades from 1 (not a barrier at all) to 5 (very high barrier) to 

evaluate to what extent the selected factors represent barriers to enterprise growth. Barriers are 

divided into internal and external.  

Internal barriers include human resources (retention of qualified employees; availability of 

knowledge / technology; networking; managerial skills), technological barriers (monitoring 

technological progress; obtaining the latest technology; difficulties in implementing new 

technology), market barriers (access to new markets; problems with supplies and suppliers; 

maintaining competitiveness; access to foreign markets) and financial (maintaining cash flow).  



External barriers include administration / regulation (administrative barriers; lack of state support; 

economic policies; labour law; tax policy, corruption), market barriers (increased competition; 

business environment) and financial barriers (lack of bank support; price of capital; availability of 

capital). 

Analysing all the barriers together, owners of fast-growing enterprises classified all external 

barriers as the 3 largest barriers: tax policy, economic policy and business environment. Owners 

of non-growing enterprises agree regarding the first two barriers, and place corruption as a barrier 

to growth in the third place.  

Both categories of respondents have very similar attitudes towards the smallest barriers, which are, 

unlike the largest barriers, all internal barriers: networking, implementation and monitoring of 

technology and available knowledge. Such an attitude raises the question of insufficient self-

criticism, because if monitoring of technology is not a problem, how is a low level of innovative 

products possible? Owners of fast-growing and non-growing enterprises believe that the 

availability and price of bank loans are not barriers. Maintaining cash flow and access to new 

markets are the largest internal barriers for both fast-growing and non-growing enterprises.   

The differences between the owners of fast-growing and non-growing enterprises are in the grades 

of following barriers: maintaining cash flow, increased competition, government’s economic 

policies, labour law and corruption – all of these barriers were graded significantly lower by fast-

growing than non-growing enterprises.  

Growth potential prediction models 

Based on insight into current debate on fast-growing enterprises and their importance for national 

economies due to their contribution in creating employment, competitiveness in global markets, 

thereby increasing the quality of life, and the fact that the share of such enterprises in the Croatian 

economy is exceptionally low, growth potential prediction model was developed within the 

project. Although growth potential prediction models exist, the research team’s assumption was 

that the quality of these models can be improved if they are constructed on the basis of 

contextualisation (recognizing the specificities of enterprise in a specific entrepreneurial 

environment, in Croatia).  

 

 

Model description  

 

The growth potential prediction model was created to investigate the combination of 

characteristics of entrepreneurs, enterprises and environment, which is important for the realization 

of growth and to allow calculation of probability of growth for each small and medium enterprise 

in Croatia. The definition of growth included the combination of two criteria: growth of sales and 

growth of employees over a three-year period. Factor analysis and logistic regression were used to 

create the model.  

 



Growth potential prediction model for small and medium enterprises in Croatia included the 

following 4 variables that contribute to the understanding of growth potential and make it possible 

to calculate probability of growth: 

1. Age of technology used in the development of products / services: 

 less than 1 year 

 from 1 to 5 years 

 more than 5 years 

2. How many enterprises offer the same product / service (as the surveyed enterprise): 

 many 

 few  

 none 

3. Did the enterprise go through difficulties in financing its business in the last 3 years: 

 yes 

 no 

4. Barriers to growth on the capital side: 

    Factor (created using factor analysis) that consists of the following variables: lack of bank 

support, price of capital and availability of capital.  

 

Table 57 Potential prediction model for growth of sales and employees for small and medium 

enterprises in Croatia 

Variable regression 

coefficient 

p-value 

 
Age of technology from 1 to 5 years -1.768 0,0825 

more than 5 years -2.184 0,0413 

Enterprises that offer the 

same product / service 

many offer the same -1.222 0,386 

few offer the same -0.562 0,266 

Without difficulties in financing in the last 3 years 0.535 0.273 

Barriers to growth on the capital side -1.018 <0.001 

Model accuracy: 

Hit rate for growing = 78%; Hit rate for non-growing = 60%;  

AUC=0.76; KS=50.5 

 

It can be concluded from the model that if a company has older technology, especially if it is 

technology that is 5 or more years old, its chances to become fast-growing are decreasing compared 

to companies that have newer technology. The newer the technology a company uses, the greater 

the probability of achieving growth.  

The chances of a company that is offering the same products as other companies, especially if 

there are many such companies, to become fast-growing are decreasing compared to companies 

that have products no one else offers. Furthermore, it is more likely that a company will achieve 

higher growth if it did not have funding difficulties in the previous 3 years. The lower the barriers 

on the capital side, i.e., the lower the price and availability of capital, and if it is possible to obtain 

bank support, the greater the probability of growth.  



If growth potential is calculated for all enterprises in the sample by activity, it can be seen that 

enterprises belonging to the 'information and communication' activity have the highest potential 

for growth, followed by 'transportation and storage' and 'professional and scientific activity'. 

Enterprises belonging to activities 'real estate', 'agriculture, hunting, forestry and fishing' and 

'construction' have the lowest potential for growth. 

Regarding the analysis of potential by region, regions Zagreb and surroundings and Istria, Primorje 

and Gorski Kotar have the greatest potential, while Northern Croatia and Lika and Banovina are 

the regions in which companies have the lowest growth potential. 

 

How to use the growth potential prediction tool? 

Tools were developed within the project, the so-called 'growth prediction models', which can be 

used by all companies in Croatia to assess their growth potential and to get recommendations on 

how to increase growth potential of the enterprise.  

Two types of statistical growth potential prediction models were developed and tested, the first 

based solely on financial reports and the second based on a combination of financial reports and 

responses of enterprise owners to selected questions.  

Data, i.e. responses are entered into formulas for growth potential assessment. The result is a 

number (probability) showing the likelihood that the enterprise will achieve fast growth of sales, 

total revenues, assets and number of employees over the next three-year period. In addition to 

providing companies with information on the potential for achieving growth, recommendations 

for increasing growth potential were also created within the project.  

A report is generated based on the calculated growth potential and recommendations, which can 

be obtained by each enterprise through a web service that has been developed within the project, 

after completing the survey questionnaire (http://www.potento.eu/Ankete/Create). Filling out the 

questionnaire is compulsory, because growth potential and recommendations for increasing 

growth are calculated on the basis of entrepreneurs’ answers to questions.  

After the owner / enterprise enters the requested information, they will receive a report on growth 

potential, which consists of 5 information related to growth potential: 

1. Enterprise information. Key financial indicators for assessment of the potential for growth 

are shown, which can be based on total revenues, sales, assets or employees. 

 

2. Potential for enterprise growth in relation to all enterprises in the range from very low 

to very high. In order to calculate growth potential, enterprise’s financial indicators and 

owner’s answers from the questionnaire are weighted with specific weighting factors so as 

to obtain the probability that in the next three-year period the enterprise will achieve 20% 

growth of revenue from sales, total revenues, assets or number of employees. Based on the 

calculated probability, growth potential is determined, ranging from very high to very low, 

i.e., without growth potential. 

 

 



3. Potential for enterprise growth in relation to all enterprises expressed in percentages. In 

order for an enterprise to get information where it stands in relation to other enterprises, 

growth potential is divided into deciles so that the enterprise gets information on how many 

enterprises have higher, and how many have lower growth potential. For example, an 

enterprise can be among 10% of enterprises with the highest growth potential, or 85% of 

enterprises can have higher potential for fast growth than the enterprise in question, which 

means that it has potential for fast growth which is higher than that of 15% of enterprises. 

 

4. Potential for growth in relation to the average in the branch of activity. Enterprises are 

compared with regard to growth potential and in relation to activity to which they belong, 

and thus the report also contains information whether the enterprise is better or worse than 

the average of the branch of activity to which it belongs. 

 

5. Recommendations. Based on the calculated growth potential, enterprises get 

recommendations on how to realize or increase their potential for fast growth. 

 

From research to application  

If an enterprise recognizes that there is potential for growth at a very early stage, there is a greater 

chance that growth will be achieved. If an enterprise has a very low growth potential, and has 

ambitions for growth, it can take certain actions that will contribute to the development of the 

potential. Growth does not happen by chance, it is largely determined by the characteristics of the 

enterprise and the owner, and strategic and organizational readiness for growth. 

The results of the conducted study are complementary with the presented results of the GEM study 

from 2017, as well as from earlier periods. Both studies have identified the same patterns, as for 

example: 

 people who are more educated are more often enterprising, 

 low level of innovation, particularly in the field of products, 

 regional distribution of fast-growing enterprises confirms regional distribution of 

entrepreneurial activity, especially given the motivational index (Lika and Banovina has 

the least number of entrepreneurs because of perceived opportunity, but also the least fast-

growing enterprises). The largest number of fast-growing enterprises is located in regions 

Zagreb and surroundings and Istria, Primorje and Gorski Kotar, and in those regions there 

are also the most entrepreneurs because of perceived opportunity. 

Therefore, research conducted within the ‘Development and application of growth potential 

prediction models for small and medium enterprises’ project and the results of the GEM 2017 

study presented in chapters 2, 3 and 4 provide joint recommendations presented in chapter 6.  

 

 

 



In addition, the following specific recommendations arising from this project relate to enterprises, 

educational institutions, financial institutions and relevant ministries (primarily economy, finance, 

science and regional development): 

 for enterprises: recommend the use of models for self-assessment of capacity for fast 

growth, with the objective of strengthening strategic and organizational readiness for fast 

growth, 

 for educational institutions: recommend interventions in educational content in which 

issues of fast enterprise growth, the riskiest stage of enterprise life cycle, are not 

sufficiently present,  

 for financial institutions: recommend the use of models for assessment of capacity for fast 

growth to their clients, thus helping clients understand their capacity for fast growth, as 

well as to improve their approach to the assessment of clients’ performance in the future, 

 for relevant ministries and public services (e.g. FINA9, BICRO, Croatian Bank for 

Reconstruction and Development…): design government interventions aimed at creating 

stimulating business environment for fast-growing enterprises, develop programs to 

support collaboration between research institutions and the business sector. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
9 Thanks to the partnership with the Financial Agency (FINA) in the implementation of this project 

and an earlier project Enterprise risk assessment models (within the Research program 

Entrepreneurship – mobilizer of social integration), in addition to the growth potential prediction 

model for small and medium enterprises, risk assessment models, models for the assessment of 

early warning signs and capital structure models were also created. By commercialising these 

research products, FINA can significantly enrich its portfolio of information products and thereby 

contribute to the quality of business decision-making at enterprise level, as well as to designing 

policies in the field of economy and entrepreneurship, finance and regional policy. 
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