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Abstract Small Medium Enterprises (SMEs) are still an
issue that is interesting to study because it is recognized that
small businesses have a major role in employment and
contribution to the gross dofffestic product. Previous
research shows that the growth of SMEs is determined by
the owner/manager characteristics (personal approach), and
how the strategy is taken (managerial approach). This study
empirically tested the three determinants of growth of small
businesses, namely 1) the individual factors 2)
organizational factors, and 3) environment factors. The
study was conducted in SMEs assisted in the district of
Malang, using a sample of 52 owners/managers of SMEs,
which are taken by purposive sampling, analysis techniques
using Path Analysis. The results showed that individual
factors directly affects the growth of the business, as well as
an indirect effect through organizational factors. So the
individual factors are a determinant of the growth of SMEs,
due to individual factors which reflected the business
experience and the motivation of the owners/managers will
be able to manage the organization becomes more effective
so as to compete, and the effects are on the achievement of
business growth. Environmental factors provide the greatest
impact in achieving the growth of SMEs, it means the
ability of owner/managers to produce competitive products,
leverage technology, and diversity of products will
determine the growth of SMEs.

Keywords Business Growth, Individual
Organizational Factors, Environment Factors

Factors,

1. Introduction

Small and medium enterprises (SMEs) have a role that
contributed to the gross domestic product and employment,
but the fact that the success of SMEs is still low, one
indicator is the percentage of small and medium enterprises
that have succeeded in penetrating export markets and export
potential is still relativelfflow compared to total existing
SMEs. This phenomenon needs to be answered by knowing
the factors determining the growth of SMEs. So the results of

this study are expected to contribute to the government in the
formulating ffBlicy on SMEs development in Malang..

Studies on the business performance of small and medium
enterprises can be classified into two groups which focus on
personal anf the organizational aspect. The aspects of
personality, such as individual characteristics, demographic,
and competencies. While the study of organizational aspects
includes the resources of the organization, the company's
competence, organizational culture, and structure (Sarwoko,
[17)).

Growth determinants of small businesses can be classified
in  many factors: individual, organizational, and
environmental (Zhou and Wit, [22]). factor of fllganizational
resources, the competence of the company, organizational
culture and structure (Covin & Slevin, [5]), competency of
individuals in the entrepreneurial process (Li, [10]), the
owners/managers characteristics and strategi @l
(Nimalathasam, [15]; Sarwoko, [17]).SMEs performance is
determined by the owner/manager characteristics and
trepreneuria] competence (Sarwoko, [17]).
Entrepreneurial competence will determine the strategy on
the performance of SMEs (Sarwoko. [18]). These findings
show the importance of the individual factors as
determinants of the growth of SMEs.

Although several studies have analyzed the determinants
of business growth, but each factor analyzed separately,
which only focus on personal factors, organizational factors,
as well as strategies (Baum, Locke and Smith, [3]; Covin &
Slevin, [5], Delmar et al., [6]). The environment is a factor
that also influences the growth of SMEs because growth is
uncertain, due to environmental conditions such as
competitive conditions and changing market dynamics.
Therefore, it is necessary to examine the determinants of
SMEs growth are more complex into three dimensions,
namely individual, the organization and the environment.

2. Literature Review

Previous research has found that the attitude and the
ability of owners/manager have an important impact on the
growth of small enterprises and will be reflected in the
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strategic choices and the ways in which it operates the
business (Sarwoko, [17]: Covin & Slevin, [5]: Li, [10]:
Nimalathasam, [15]).

Business growth is determined by several factors:
individual characteristics, organizational characteristics,
relationships and environmental characteristics, strategy
development and planning, as well as organizationl
development (Street & Cameron, [21]). Business growth is
determined by the personal value of the owner/manager and
strategy, where personal values will influence the strategy
chosen by the owner/manager (Street & Cameron, [21]).

Individual Determinants

Personality traits an entrefleneur, motivational growth,
individual competence and personal background are the
most important determinants that determine the growth of
SMEs (Baum et al, [3]: EImar, [6]: Shane et al., [19]).
Blackman [5] divides the characteristics of an entrepreneur
into two types, namely:

1. Attribute

The attributeslire characteristic that is in itself an
entrepreneur includes age. gender, religion, the
influence of family (family influence).

2. Attained

Attained include education and experience of the
owner/man ager.

Entrepreneur character is influenced by several internal
and external factors, namely the family, education,
personal values, and work experience (Shane, [19]).

Organization Determinants

The growth of SMEs can be determined by the
effectiveness and capabilities of the company's resources
such as labor, capital and knowledge acquired, organized
and transformed into products and services through the
activities of the organization, practices and structures
(Nickell, [13]; Nickell et al. [14).

The determining factors are often discussed in previous
studies from various disciplines (Zhou and Wit, [22]),
among others:

1. Firm attributes

2. Firm strategies

3. Firm-specific resources

4. Organizational structure

5. Dynamic capability

Environmental Determinants

Most SMEs start and grow, but it is easy to fall due to
competition. One major reason is that most of them start
businesses that are imitative in mature industries that serve
the local market nudretsch and Mahmood, [1]; Baldwin
and Gellatly, [2]). Environmental factors in this competition
are a factor causing small businesses to grow (Lindholm,

1

[L1]). gctcrminants of the growth of SMEs can be identified
as individual factors, organizational factors, and
environmental factors (Zhou and Wit, [22]).
@ABased on the literature review and previous studies the
factors that affect the growth of [hall and medium
enterprises can be identified individual factors,
organizational factors, and environmental factors (Baum,
[3]). Organizational influenced the competence and
knowledge of the owner / manager. Strategy and strategic
vision make a clear direction for the company and an
important factor in the company's policy in decision-making
(Philipsen and Kemp, [16]), meaning that individual factors
(competences and knowledge) play an important role in
[hnagement decision making Entrepreneurial competence
plays a key role in determifilg the performance of SMEs.
Entrepreneurial competence plays a key role in determining
the performance of SMEs. Entrepreneurial competence will
also affect the ability of the organization, then the
organization's ability constituting the decoding performance
of SMEs (Man et al., [12]).

This study adopted the concept Baum, that
determinant of the growth of SMEs is a combination of
individual factors, organizational factors, and environmental

the

factors, which will be tested the influence of individual
factors on organizational factors.

Individual

Factors

Business
Growth

Crgamizational
Factors

Environmenial
Factors

Figure 1. Conceptual Framework

3. Method

This research is an explanatory research, to analyze and
explain the influence of individual factors, organizational
factors, and the environment for business growth.
Organizational factors as mediating variables used to
examine the relationship of individual factors to the growth
of the business. The study was conducted on startup small
and medium enterprises in the district of Malang. Using
purposing sampling method, with a sample of 52 SMEs.

'In research variables include independent variablesare
the individual factors, organizational factors, environmental
factors, and the dependent variable of the research business

growth adopted Zhou and Wit [22].
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. Individual Factors
The individual factors measured by indicators of personal
traits, growth, motivation, individual competencies, and
personal background.

2. Organizational Factors
Organizational factors measured by indicators of the
attributes of the company, corporate strategy, corporate
resources, and dynamic capability.

3. Environmental Factors
Environmental factors measured by indicators of market,
technology, and diversity efforts.

4. Business Growth
Business growth is the perception of the owner/manager
of the business performance compared to objectives.
Growth measurements using indicators of Lee and Tsang
[8] consist of 3 that growth in sales, profits, arﬁ;apital,

Using descriptive analysis and path analysis to examine
the direct and indirect relationship of individual factors and
organizational factors on the growth of SMEs.

4. Finding and Discussion

4.1. Variable

Individual factors of the owners of SMEs supported by
family background, education and experience in business
management. Some indicators of individuals who
contributed greatly among business people had the
experience that is long enough to pursue his efforts, in
addition, they have an average of motivation to succeed in
business. Indicators of family support and educational
background have a lower contribution than the experience
and motivation. Indicators the highest individual factors
which are owned by the owners of SMEs are business
experience means that the experience has been the key to the
success of small business owners so that they can compete
with other SMEs.

Individual factors of the owners/managers come from a
family background, education, and experience in the
business. Some individual factors that contributed greatly

among the businesses that have had a long experience to
pursue his efforts, in addition, they on average have a great
motivation to excel in business. Indicators highest individual
factors which are owned by the owners of SMEs are business
experience, means that the experience has been the key to the
success of small business owners so that they can compete
with other SMEs. Attributes companies and resources play a
major role in supporting organizational factors. Several
factors contribute to the organization that most of them are
owned resource advantages, in particular, the availability of
raw materials and skilled labor. The level of competition,
technological excellence, and diversity of products is a factor
which is an advantage for small business owners. This shows
that SMEs have been able to grow and thrive because it is
able to overcome the impact of the business environment.

Table 1. Descriptive Statistics

u_N Variabels and Indicators Mean [l:;\lil;::il;d
A Individual Factors
1 Family 3.17 0.985
2 Education 3.04 0.766
3 Experience 392 0.788
4 Motivation 3.90 0.774
B Organizational Factors
1 Firm experience 3.04 0.839
2 Firm Size 3.04 0.685
3 Material resources 3.79 0.750
4 Human resources 392 0.710
C Environmental Factors
1 Competition 381 0.715
2 Technology 3.96 0.766
3 Product diversification 3.54 0.803
D Business Growth
1 Sales growth 379 0.750
2 Profit growth 3.92 0.710
3 Capital growth 373 0.770
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4.2. Result

Path analysis results can be explained in the following figure:

g2
Individual pyvax= 0,173 Business
Factor (X;) Sig =0,021 Growth (Y>)
i
pyvi=0,
pvax=0,15 Sig
Sig = 0,000 :
Organizational Pyaxi|= 0,068
Factor (Y1) Sig =|0,042
EI]Vil‘OHIIIEIlt

T

Factor (X3)

Figure 2. Parth Analysis

Figure 2 shows the direct and indirect effect of each
variable on the growth of the business. Furthermore, to
compare the direct and indirect influence of the existing path
by multiplying the path coefficients at each track is formed,
the highest coefficient is the greatest influence. Individual
factors directly affect business growth with the path
coefficient of 0.173 and a significance level of 0.021.
Organizational factor affects business growth with path
coefficient 0.711 and a significance level 0,000. Individual
factor indirect affect business growth through organizational
factor with the path coefficient 0,153 x 0,711 = 0,109. The
individual factors have a greater direct influence on the
growth of the business than the indirect effect is through
organizational factors. Environmental factor affects business
growth with the path coefficient of 0,568 with a significance
level of 0,042. Thus, the environmental factor greatest effect
to business growth.

4.3. Discussion

1. The Influence of Individual Factors on the Growth
of SMEs

The results showed that the growth of SMEs is determined
by individual factors, which consist of a family background,
education, business experience, and motivation for business
growth. Individual factors that contributed greatly among
owner / manager has had business experience, in addition,
they have had great motivation to succeed in business. As for
the support of family and educational background is
considered not contribute greatly to the SMEs in business.
This s due to each type of business has different

characteristics, and the face competition business
environment is different also, so it is not entirely the
experience of family and educational background does not
have a big role, but it is the experience and personal
motivation of entrepreneurs.

If the role of family background, education, business
experience, and motivation of entrepreneurs the higher the
greater the contribution to business growth. The findings of
this study are relevant to previous research that the
aracteristics of the entrepreneur, motivational growth,
individual competencies, and personal background are the
determinants of growth of a company (Baum et al., [3]:
Shane et al., [19]. Zhou and Wit, [22], Sorensen, [20],
Hisrich et al., [ 7], Sarwoko, [17])

2. The Influence of Organizational Factor on the
Growth SMEs

The results showed that organizational factors have an
influence on the growth of SMEs, which means the effective
organization and the higher the ability of the company
resources such as raw materials, labor will increase business
growth. So in order to achieve the growth of SMEs, the
owner / manager must be able to identify the sustainability of
raw materials, and the availability of skilled labor at
reasonable costs, capital and long effort doesn't guarantee the
achievement of business growth. The findings are relevant to
previous research that the organizational factor are the
determinants of growth of a company (Nickkell, [13]; Zhou
and Wit, [22]). Organizational factors which make a major
contribution of which is owned resource advantages, in that
itis the availability of raw materials and skilled labor. As for
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the long effort and size of capital considered less a role for
small and medium businesses in ensuring the success of the
business.

3. The Influence of Individual Factor on
Organizational

This study showed that individual factors evidently
determine the achievement of organizational effectiveness,
meaning how the ability of owner/managers to take
advantage of the experience and motivation in creating an
effective organization that is able to compete with similar
companies become a key factor in business growth. So
individual experiences a knowledge that can be used for
strengthening the organization through activities organized

and structured (Nickkell, [13]; Zhou and Wit, [22]).

4.  The Influence of Environment Factor on
Organizational Business Growth

The environment also plays a role determining the growth
of SMEs, competitive conditions, the use of technology, and
diversity of products produced will determine the growth of
SMEs. Business competition can not be avoided by
businesses, therefore, the organization must be effective,
need to utilize technology in order to be a more efficient
activity, so as to produce a variety of items that are able to
compete. The findings are relevant to previous research that
the enviroenmental factor factor are the determinants of
growth of a company (Lindholm, [11]; Zhou and Wit, [22])

So environmental factor is a key factor in achieving
growth of SMEs, where the business actors who already have
business experience or management capable of managing the
organization become more effective in order to compete, so
they can anticipate the ever-changing business environment.
The owner / manager must have a high motivation, and not
easily give up, in order to utilize the existing resources for
the creation of business growth.

5. Conclusions

1. Individual factors have a direct influence on the growth
of the business, individual factors include business
experience and motivation, which means businesses
with experience and motivation to be able to read the
opportunities, have creative ideas to market changes, so
that businesses can grow.

2. Organizational factors affect the growth of the business,
which means that more effective means an
organization's ability to run and manage enterprise
resources such as raw materials, labor will achieve
business growth since the company would operate more
effectively and efficiently.

3. Individual factors affect the organization, meaning that
the owner/manager experience will provide knowledge
to employers to manage the company's effective,
organized and structured so that businesses can grow.

4. Environmental factors are key factors for the growth of

SMEs, it means the ability of owner / managers to
manage the company effectively to be able to anticipate
changes in the business environment and competition,
will affect business growth.

SME growth is also determined by environmental
factors, required the owner's ability to cope with
environmental change.

Ln
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