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Problem statement: What inhibits the growth of a SME in the manufacturing industry? 

 

Purpose: The purpose of this study is to get a deeper understanding of what inhibits the 

growth of a SME in the Swedish manufacturing industry with focus on the entrepreneur, 

internal and external factors. Furthermore, we want to see what factors are the most 

significant regarding barriers for growth. The study will be conducted by interviews with 

three entrepreneurs and three persons from the management team. 

 

Theoretical frame: The theoretical framework is based on three main concepts which are the 

entrepreneur, internal and external factor for growth of SMEs. The theoretical framework is 

summarized in a conceptual framework which shows how the theories are related. 

 

Methodology: In order to fulfill the purpose and answer the research question, a qualitative 

method was used which was conducted through six interviews. 

 

Findings and Conclusions: The conclusion of the study shows that all the concepts can be 

barriers for growth. However it was found that access to finance is more of a prerequisite than 

a barrier since capital is required to achieve growth in the manufacturing industry. The 

entrepreneurs can be barriers for growth since they are holding the required capital that is 

needed to achieve growth. The internal factors such as organization issues were found as the 

most significant barrier for growth of SMEs in the manufacturing industry. The study shows 

that the external factors can be barriers for growth but SMEs can adjust to be able to achieve 

growth. 
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1. Introduction 
In this chapter the background and discussion of the problem will be presented together with 

the purpose and the research question. The central concepts of the study will be presented 

and finally the delimitations. 

1.1 Background  

 

Small and medium sized firms (SMEs) have been a crucial factor for growth in countries all 

over the world (European Commission, 2013-05-15). These types of companies are 

recognized by its size and employees where the companies have less than 250 employees and 

turnover not exceeding 50 million Euros (European Commission, 2013-01-26). In the past 10 

years, SMEs have stood for 85 % of the new jobs in Europe (European Commission, 2013-01-

26). It has been shown that SMEs contribute to global and regional economic recovery 

(Ayyagari, Beck, & Demirguc-Kunt, 2007). SMEs are not only contributing with employment 

but also economic development, general health and welfare (Morrison, Breen & Shameem, 

2003). To have insight in the barriers for growth is important from a policy perspective (Zhou 

& De Wit, 2009). Previous research has been focusing on different perspective such as the 

entrepreneur, relationship between environment and business strategy and growth (Zhou & 

De Wit, 2009).   

 

One of the main factors for developing a country is entrepreneurship especially in SMEs since 

these types of companies contribute to economic development, welfare and employment 

(Confederation of Swedish Enterprise, 2013-02-18). SMEs are significant in Sweden since it 

stand for approximately 99 % of all enterprises in Sweden (Confederation of Swedish 

Enterprise, 2013-02-18). Although Sweden has a high rate of SMEs, the entrepreneurial 

activity is relatively low in an international perspective (Confederation of Swedish Enterprise, 

2013-02-18). Sweden has high job security which leads to the low expected growth in 

employment (Confederation of Swedish Enterprise, 2013-02-18). Although the job security is 

good for the employees, it affects the growth in SMEs since the companies decide to 

employee less personal because it’s quite hard to fire people (Confederation of Swedish 

Enterprise, 2013-02-18).  

 

The interest of studying growth in firms is increasing since it has been shown that it´s 

important for the job creation (Andersson, 2003; Baum & Bird, 2010; Dobbs & Hamilton, 

2007). Even if there are a lot of studies conducted in the research area of growth in companies 

there is limited knowledge about the factors that is crucial for creating growth (Andersson, 

2003; Dobbs & Hamilton, 2007). There is no research model that fully can explain a firm’s 

growth since there a lot of factors that can be taken inconsideration while studying growth in 

SMEs (Carter & Jones, 2000; Smallbone, Leigh & North, 1995; Dobbs & Hamilton, 2007). 

One of the main reasons is that SMEs are of various types and also because there are a lot of 

different factors that can affect SMEs depending on the circumstances (Smallbone et al., 

1995). There are researches that claim that growth is a complex phenomenon that needs to be 

studied from different perspectives (Andersson, 2003). The management, the demand from 
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the customers, government policies and other factors determine if a firm will grow or decline 

(Dobbs & Hamilton, 2007).  

 

The Swedish government promotes entrepreneurship in the manufacturing industry since it 

has a positive impact on the economy (Berggren & Silver, 2010). Strategy in the 

manufacturing industry can be seen as a process in which the aim is to improve the inputs 

from the stakeholders, market and competition and the organization (Zhou & De Wit, 2009). 

The profit and growth of manufacturing companies is dependent on the production and 

organization (Al-Najjar, 1996). Problems in the organization or production process can result 

in lower productivity and lower quality products which can affect the profit margins and 

growth negatively (Al-Najjar, 1996). The management in the manufacturing industry is 

responsible for the improvement of the performance and productivity (Al-Najjar, 1996). 

SMEs in the manufacturing industry can have limited recourses in comparison to larger firms 

which can make it harder to work effectively and to improve the production process (Hudson 

& Smith, 2007). Growth barriers are factors that inhibit the potential growth (Davidsson, 

1989). It has been shown that SMEs are more likely to face growth barriers compared to 

larger firms (Zhou & De Wit, 2009).  

1.2 Discussion 

 

The average lifecycle of a SME is approximately five year or less which means that most 

SMEs fail within 5 years (Jones, 2009). One of the reasons why most SMEs don’t survive is 

that they face new issues as time pass by such as new challenges and economic crises (Jones, 

2009). To be able to continue the growth, SMEs must react to changes that appear and not just 

continue doing business as usual (Jones, 2009). SMEs are seen as flexible and adaptable 

organizations that can respond quickly to market changes (Hudson & Smith, 2007). SMEs are 

unable to control the market but they have the ability to react to the changes in the 

environment (Hudson & Smith, 2007). It has been shown that SMEs work closer to their 

customers, which over time can be developed to more personal relationship (Hudson & Smith, 

2007).  

 

It has been shown that there is a positive relationship between innovation and growth in the 

manufacturing industry (Cozza et al., 2012). The growth in the manufacturing industry is 

dependent on the competencies to innovate and developing products (Cozza et al., 2012). 

Innovation can be seen as a driving force for the growth in the manufacturing industry (Cozza 

et al., 2012). The entrepreneur plays a significant role in the innovation by exploiting market 

opportunities in order to gain market shares (Cozza et al., 2012). Companies that have high 

growth rates tend to survive longer than competitors in the manufacturing industry (Cozza et 

al., 2012). Product innovations typically demand many resources in the manufacturing 

industry, which means that SMEs in the manufacturing industry must take more risk to 

achieve growth (Rigtering, 2013). 

 

Growth in firms can be measured by several financial measurements (Altinay & Altinay, 

2008). The financial measures can be sales volume, profit levels, number of employees, 
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number of customers and market shares (Altinay & Altinay, 2008). The easiest indicator of 

size and growth is sales turnover which will be used in this paper (Altinay & Altinay, 2008).    

Barriers to growth in SMEs are often regarded as the deterrent factors for growth (Doern, 

2011). These deterrents are divided into internal and external factors that limit the potential 

growth of a SME (Doern, 2011). There are different explanations why some companies 

achieve growth which could be the entrepreneur’s intentions, the firm’s strategy, network and 

the macro environment (Andersson, 2003). The internal factors of growth can be intentions, 

competence and internal organizational factors of the firm (Morrison, Breen & Shameem, 

2003).  The external factors can be financial resources such as high investment cost, labour 

skills, market related issues such as increasing competition and institutional barriers which 

can be governmental regulations (Amarjit & Nahum, 2012; Morrison, Breen & Shameem, 

2003).  If there are several factors that create barriers, it’s necessary to take the regional 

differences in consideration (Amarjit & Nahum, 2012). The differences can be that in some 

regions it’s harder to get access to capital than others (Amarjit & Nahum, 2012).  According 

to Amarjit and Nahum (2012) the major obstacles for SMEs are access to capital, market 

competition and governmental issues such as taxes. Amarjit and Nahum (2012) argue that the 

government should try to minimize the regulations in order to promote growth of SMEs. 

Doern (2011) claims that underdeveloped countries faces more difficulties regarding state 

corruption while developed countries face issues such as access to finance.  Some researchers 

have shown that the governmental regulations can have a negative effect on the entrepreneur’s 

intentions and motivation for growth (Doern, 2011).  

 

The Entrepreneur is of importance to understand the growth of SMEs since many researchers 

have found that intentions of motivation of the entrepreneur have an impact on growth 

(Andersson, 2003; Baum & Bird, 2010; Davidsson et al., 2010). The intentions of the 

entrepreneur can be influenced by the perceived growth barriers (Doern, 2011). Even though 

entrepreneurs may have the intention to grow, the barriers can stop them from acting on this 

intention (Doern, 2011).  Most people who start a new company do not focus on growth even 

if they have the opportunity (Andersson, 2003). According to Bruyat and Julien (2000) the 

environment that surrounds the entrepreneur is important to understand a firm’s growth. In 

this way the researcher gets a better understanding of how the entrepreneur utilizes the 

opportunities to create growth (Andersson, 2003). According to the study of Andersson 

(2003) the most important factor to understand growth is to understand the actions of the 

entrepreneur. The entrepreneur’s expectations of the firm’s growth affect the potential to grow 

over time (Brush, Ceru & Blackburn, 2009). A firm’s growth is also affected by its network 

(Andersson, 2001). In order to achieve growth a firm needs to attract more customers through 

different marketing mix (Brush et al., 2009).  Marketing and management skills are internal 

factors that can have an impact on the growth of SMEs (Amarjit & Nahum, 2012). To be able 

to grow in a competitive market, SMEs needs to obtain relevant knowledge and invest time in 

developing their management (Nunes, Annasingh, Eaglestone & Wakefield, 2006).   

 

Financial factors can have an impact on firm’s investment decisions within the manufacturing 

industry (Fagiolo & Luzzi, 2006). The cash flow for instance can have negative effect on the 
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growth and increase the probability of firm failure (Fagiolo & Luzzi, 2006). The financial 

factors can affect the firm’s growth as the firm’s faces financing issues that can lead to lower 

rate of growth (Fagiolo & Luzzi, 2006). Companies that have established socioeconomic 

networks over the years will have easier access to finance even if they have internal cash flow 

problems (Fagiolo & Luzzi, 2006). Since SMEs are mostly undercapitalized, access to finance 

is important to be able to make further investment (Clark, Palaskas, Tracey & Tsampra, 

2004). Swedish SMEs are aware of the high labour cost and are therefore cautious regarding 

new employment, especially in the manufacturing industry (Confederation of Swedish 

Enterprise, 2013). Every third of the Swedish SMEs perceive the high labour cost as a barrier 

for the growth in the coming years (Confederation of Swedish Enterprise, 2013). Furthermore, 

companies within the manufacturing industry are preparing for a possible upcoming recession 

in the economy and that makes them more aware of the investment risks (Confederation of 

Swedish Enterprise, 2013).        

        

Earlier studies in the field of growth has been focusing on different contexts such as different 

countries and industries, SMEs in Canada (Amarjit & Nahum, 2012), Australia (Morrison et 

al., 2003), Europe (Aylin et al., 2013), South Africa (Olawale & Garwe, 2010), Russia 

(Doern, 2011), Swedish ERP industry (Andersson, 2003), Knowledge intensive markets 

(Nunes et al., 2006; Sjögren & Zackrisson, 2005), Transition economies (Doern, 2009; Hashi 

& Krasniqi, 2011) and High Growth firms (Andersson, 2001; Baum & Bird, 2010; Smallbone 

et al., 1995). From these earlier studies it´s shown that researchers have focused on growth in 

a different context but it’s clear that there is a research gap in the context of the manufacturing 

industry. The most common in the research area of growth in SMEs is quantitative studies 

where the aim is to identify the barriers for growth in a certain context and for that we aim to 

give out a framework of the internal and external factors that inhibits the growth of a SME in 

the context of manufacturing.    

1.3 Research question 

 What inhibits the growth of a SME in the manufacturing industry? 

1.4Purpose 

The purpose of this study is to get a deeper understanding of the barriers that inhibits growth 

of a SME in the manufacturing industry. This will be done by studying the entrepreneur, the 

internal and external factors. Furthermore, we will develop a conceptual framework that 

includes identified barriers in previous research. The study will be conducted through 

qualitative interviews with the board and management team of a SME in the manufacturing 

industry.    

1.5 Delimitation  

The study is delimited to the manufacturing industry since we found that they are having 

issues to achieve further growth. Furthermore, we chose to investigate in the entrepreneurs 
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and managers since they posses most information about the company and their growth 

strategy.   

1.6 Keywords 

 Entrepreneur – The person who creates new value in the market through innovation or 

new organization ( Bruyat & Julien, 2000). 

 

 SME- A small and medium sized enterprise which is based on the number of 

employees and turnover. An enterprise with 10-50 and a turnover below 10 million 

euro is a small firm while a medium sized firm has 50-250 employees and a turnover 

that is not exceeding 50 million euro (ec.europa.eu, 2013-01-26).  

 Growth- An organizational outcome that is a result from the combination of the 

recourses, capabilities and routines in a company (Zhou & De Wit, 2009).  

1.7 Disposition 

Chapter 1: A presentation of the background of the problem is treated along with the 

discussion. Furthermore, the research question, purpose, keywords and delimitation are 

presented 

Chapter 2: A literature review of previous studies is presented. The theoretical framework is 

presented which focus on the entrepreneur, the internal and external factors. In the end of the 

chapter a conceptual framework has been conducted that shows how the theories are 

connected. 

Chapter 3:  In the methodology chapter the choice of methodology are presented. 

Chapter 4: The case and respondents are presented in this chapter. 

Chapter 5: The empirical data is presented along with quotes which were of interest for the 

study. 

Chapter 6: The analysis is treated and connection is made between the empirical findings and 

the theoretical framework. 

Chapter 7: In this final chapter the results of the study will be presented along with the answer 

of the research question. Furthermore, the implications and suggestions for future research 

will be presented.  
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2. Theoretical Framework  
In this chapter the previous studies of barriers for growth will be presented in the literature 

review. Furthermore, the theoretical framework will be treated which will be base for this 

study. We have chosen to focus on the entrepreneur, the internal and external factors. Finally, 

we explain how the theories are connected. 

2.1 Literature review 

In this literature review the different barriers that have been identified in previous studies will 

be presented. In these studies the barriers are presented as something that hinder a company 

from achieving growth. The results from each study are presented shortly to show the 

identified barriers for the different contexts. Furthermore, the research methods that were used 

to conduct the studies are shown.   

Authors and study Context Factors affecting 

growth 

Research 

method 

Small Business Growth: 
Intention, ability and 
opportunity. (Morrison et al., 
2003) 

SMEs in 
Australia 

Intention of the 
entrepreneur 

Quantitative 
method 

High-growth firms in the 

Swedish ERP industry. 

(Andersson, 2003) 

ERP Industry in 

Sweden 

The entrepreneur, 

organization and 

strategy 

Quantitative and 

qualitative 

method  

Knowledge management issues 

in knowledge-intensive SMEs. 

(Nunes et al., 2006) 

 

SMEs in 
knowledge-
intensive 
markets 

Management skills Qualitative 
method 

Obstacles to the growth of new 

SMEs in South Africa. 

(Olawale & Garwe, 2010) 

 

SMEs in South 
Africa 

Lack of finance, lack 
of collateral and high 
interest rate 

Quantitative 
method 

Understanding how perceived 

barriers influence growth 

intentions and behaviours. 

(Doern, 2011) 

 

SMEs in Russia Intentions of the 
entrepreneur and 
management 
(Internal) 

Qualitative 
method 

Barriers to small business 

growth in Canada. (Amarjit & 

Nahum, 2012) 

 

SMEs in Canada market challenges, lack 

of financing and 

regulatory issues  

 

Quantitative 

method 
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The development of SME 

managerial practice for 

effective performance 

management. (Aylin et al., 

2013) 

 

SMEs in Europe Competition, strategic 
positioning and 
strategy 

Qualitative 
method 

Table 2.1 summary of the literature review. (Own processing) 

As seen in the literature review, there are several identified barriers for growth. The identified 

barriers can be divided into internal factors of the firm and external factors which SMEs 

cannot control. After analyzing the literature review it was found that some barriers were 

recurrent which affected the choice of barriers for growth.  Some barriers are specific to a 

certain region such as lack of collateral and high interest, which is not an issue in Sweden. 

According to Andersson (2003) the firm growth is a complex phenomenon where some 

factors are more important than others depending on which type of industry. The entrepreneur 

has been identified as significant for the growth in SMEs (Andersson, 2003; Baum & Bird, 

2010; Davidsson et al., 2010; Doern, 2011; Kolvereid & Bullvag; Zhou & De Witt, 2009), 

which is why we choose to include this factor in the theoretical framework. The external 

factors that will be included in the study are competition and market (Amarjit & Nahum, 

2012; Aylin et al., 2013) and access to finance (Amarjit & Nahum, 2012; Hashi & Krasniqi, 

2011; Olawale & Garwe, 2010). The market in the manufacturing industry is continuously 

changing and putting pressure on SMEs to develop products, manufacturing and distribution 

(Singh et al., 2008) which is why the factor “market and competition” is included in the study.  

Access to finance is important for SMEs to be able to make further investments (Clark et al., 

2004). SMEs in the Swedish manufacturing industry are mostly undercapitalized and have 

high fixed costs (Confederation of Swedish Enterprise, 2013), which is why we will 

investigate if access to finance is a barrier for growth. The internal factors that will be used in 

the theoretical framework are management skills (Nunes et al., 2006; Olawale & Garwe, 

2010) and organization and strategy (Amarjit & Nahum, 2012; Andersson, 2001; Andersson, 

2003; Aylin et al., 2013; Zhou & De Wit, 2009), which have been identified as barriers in 

several studies. Management skills are a key factor for growth and the lack of it is a barrier for 

growth, which has led many SMEs to failure (Aylin et al., 2013), which is why we decided to 

investigate if the management skills can inhibit the growth of SMEs in the Swedish 

manufacturing industry. Since we choose to investigate in the market and competition it was 

of importance to include management skills in the theoretical framework because SMEs need 

management skills to survive and to achieve growth on a dynamic market (Olawale & Garwe, 

2010; Singh et al., 2008). Organizational problems can be a barrier for growth in SMEs 

(Huang & Brown, 1999). The growth of manufacturing companies is dependent on the 

strategy and organization which means that problems in these factors can have a negative 

effect on the growth of SMEs in the manufacturing industry (Al-Najjar, 1996). Most 

companies face problems in their existing strategy and organization, which demands that the 

company makes changes to be able to face these barriers for growth (Roberts, 2007). That’s 

why we included the organization and strategy as factors that can inhibit the growth. There 
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should be a fit between the strategy and organization (Andersson, 2001; Jönsson & 

Strannegård, 2010; Roberts, 2007), which is why we choose to investigate these factors 

together and to have them both under the same section. The barriers for growth that will be 

studied are based on the literature review, which shows that they are the most significant for 

SMEs. 

 

2.2 Barriers for Growth 

The growth in SMEs covers the entrepreneur, internal factors and external factors and these 

factors will have an impact on the SMEs growth (Dobbs & Hamilton, 2007; Morrison et al., 

2003). There are several benefits of growth in firms since it can create employment, expand 

resources, higher competitiveness and higher capability (Doern, 2011). Even though there are 

many benefits, a few firms do indeed grow (Doern, 2011). Barriers are often used in studies to 

characterize the growth of firms (Doern, 2009). Growth barriers have been used to understand 

why some companies are growing and continue to grow (Doern, 2009). The barriers are 

factors that inhibit the predicted growth in firms (Doern, 2009). Barriers are often defined as 

internal and external factors that inhibit the growth potential in firms that intend to grow 

(Doern, 2009). They´re also used to assess the enabling and constraining environment of the 

firm (Doern, 2009). In general, the barriers have been regarded as the deterrent factors for 

growth and can be divided into negative internal or external factors that inhibit actual growth 

or growth potential (Doern, 2011). The competition and market have a significant role for the 

growth of SMEs (Zhou & De Wit, 2009).  Organization and strategy is an internal factor that 

can create value and guides the company to reach their goals (Neely, 1999). The growth of the 

firm is dependent on their organizational production activities (Zhou & De Wit, 2009). The 

production and organization affects the growth and profit of manufacturing companies. If 

there are problems in these factors it can lead to lower productivity and quality which can 

affect the profit and growth negatively (Al-Najjar, 1996). The productivity of a manufacturing 

company is the managements´ responsibility and they should always work to improve it (Al-

Najjar, 1996). SMEs in the manufacturing industry can have limited recourses in comparison 

to larger firms which can make it harder to work effectively and to improve the production 

process (Hudson & Smith, 2007). The management is an internal factor of the firm that can be 

a barrier for growth (Nunes et al., 2006; Olawale & Garwe, 2010). Lack of management skills 

can affect the growth of SMEs negatively and can even lead to their failure (Aylin et al., 

2013). Many SMEs fails because they have a lack of managerial skills (Aylin et al., 2013; 

Olawale & Garwe, 2010). Management skills are required to achieve growth on the market 

(Singh et al., 2008), which is why SMEs must continuously develop their managerial skills 

(Aylin et al., 2013).  

Many researcher claims that entrepreneurs are significant for the growth in firms´ (Andersson, 

2001; Baum & Bird, 2010; Davidsson et al., 2010). The growth of SMEs is also related to the 

intention of the entrepreneur because not all entrepreneur aim for growth (Baum & Bird, 

2010; Davidsson et al., 2010; Zhou & De Wit, 2009). Entrepreneurs have been shown to be of 

importance while designing new strategies in organizations (Andersson, 2001). It´s not only 
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designing the strategy that is of importance but to take the right actions regarding product and 

market strategies (Andersson, 2001).  

The financial aspect plays an important role in the growth of SMEs. It can affect the 

company’s investment decisions in the manufacturing industry (Fagiolo & Luzzi, 2006). 

Since SMEs are mostly undercapitalized, access to finance is important to be able to make 

further investment (Clark, Palaskas, Tracey & Tsampra, 2004). Cash flow problems can for 

instance inhibit the growth and lead to firm failure (Fagiolo & Luzzi, 2006). SMEs that have 

adequate access to finance have higher probability to growth than SMEs that has a lack of 

finance (Cassar, 2004; Olawale & Garwe, 2010). Financial resources can help the 

entrepreneur to exploit business opportunities if the entrepreneur is growth oriented (Moreno 

& Casillas, 2007). This since exploiting business opportunities to achieve growth can require 

a substantial amount of capital (Moreno & Casillas, 2007). As shown above, there are many 

factors that can inhibit the growth of SMEs. In this study the focus is to get a deeper 

understanding of the barriers for growth, which is why a multi dimension approach is used. 

The three dimensions that will be used are the entrepreneur, internal factors and external 

factors. 

 

2.3 The entrepreneur 

 There is a lot of different definitions and explanations of who an entrepreneur is and which 

behavior and trait he has (Carland, Hoy, Boulton, & Carland, 1984). There are different 

opinions if the bearing of risk is a trait of an entrepreneur. Mcclelland on the other hand 

claims that the bearing of risk is a major factor that differ a manager from an entrepreneur 

(Carland, et al.,1984). The entrepreneur can be seen as the person who creates a business or 

spots business opportunities and take advantage of it (Hashi & Krasniqi, 2011). Persons that 

are new in the market can gain information and knowledge about the market, customers and 

suppliers which can change the entrepreneurial behavior and capacities over time (Hashi & 

Krasniqi, 2011). The entrepreneur is the person who is responsible for the innovation, cost 

reduction, production efficiency and the necessary changes in the organization (Hashi & 

Krasniqi, 2011). The entrepreneurs’ ability to quickly respond to changes in the environment 

is important for the firm’s growth (Hashi & Krasniqi, 2011). This can be done through 

changes in the production or entirely new products or production processes (Hashi & 

Krasniqi, 2011). Entrepreneurs that are able to find new business opportunities have higher 

probability to attain higher growth rates than those which don´t (Hashi & Krasniqi, 2011).    

According to Kolvereid and Bullvag (1996) an understanding of the entrepreneur´s growth 

intention is important and central to understand the actual growth of companies. According to 

Cassar (2004) the motivation to develop a company can be both of intrinsic and extrinsic 

character. The growth intention of the entrepreneur will affect the actual growth of the firm in 

both number of employees and turnover (Davidsson, Achtenhagen & Naldi, 2010; Kolvereid 

& Bullvag, 1996). It has been shown that entrepreneurs who have high growth intention will 

manage to reach high actual growth (Davidsson et al., 2010 ; Kolvereid & Bullvag, 1996). 
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Firms in which the entrepreneurs have the intention to grow achieve higher growth than those 

where the entrepreneurs didn’t have growth intentions (Davidsson et al., 2010; Doern, 2011; 

Kolvereid & Bullvag, 1996). If the intention of the entrepreneur changes, change in the actual 

growth of the company will appear (Kolvereid & Bullvag, 1996). The intention of the 

entrepreneur for growth, in both turnover and number of employees, has a positive effect on 

the growth achievement (Kolvereid & Bullvag, 1996). The growth intentions can be 

dependent of different factors which can be financial success and independence (Baum & 

Bird, 2010; Cassar, 2004). These factors can be the deterrent forces that inhibit the growth of 

a firm (Davidsson, 1989). According to Davidsson (1989) the factors can be workload, work 

tasks, finance, control, independence, stability and quality.  

 

Growth in SMEs is a result of the entrepreneur’s intentions to grow which can be affected by 

the internal and external factors (Morrison et al., 2003). In order to achieve growth, the 

intention of the entrepreneur must be aligned with the competence and knowledge about the 

industry (Morrison et al., 2003). Some research claims that the role of the entrepreneur is to 

focus on internal factors such as planning the organization and employee empowerment while 

others claims that the external orientation is more important (Andersson & Tell, 2008).  It’s of 

importance that the entrepreneurs spot the opportunities and act upon the information he/she 

receives (Hashi & Krasniqi, 2011; Morrison et al., 2003). Other external factors that are of 

importance are strategic alliances and maintain the relationship with the suppliers (Andersson 

& Tell, 2009). According to Brush et al. (2009) the growth ambitions will be affected by the 

entrepreneurs’ experience of the market, competition and ownership. Based on the 

experience, the entrepreneurs will come up with a business plan to achieve the growth as 

planned (Brush et al., 2009). The quality of human resources, managing the rate of growth 

and carefully managing customers’ relationship is crucial to pursue the business plan (Brush 

et al., 2009).  

When a shift appears in the economy, some entrepreneurs control the rate of growth in order 

to have a sustainable long term growth (Brush et al., 2009). This may be seen as a shift in the 

growth intention of the entrepreneur but it’s actually an external factor that affects the growth 

temporarily (Brush et al., 2009). It´s of importance that the entrepreneur has motivation 

regarding the growth of the company (Andersson & Tell, 2009). However, if there is some 

resistance in the company towards growth such as concern for the employees, motivation for 

growth is not enough (Andersson & Tell, 2009). In this case, the entrepreneur must take 

actions regarding this issue to be able to proceed with the growth strategy (Andersson & Tell, 

2009). The entrepreneurs in SMEs might have well established networks which can provide 

information (Aylin et al., 2013).  

2.4 External factor 
 

The external factors for growth of a firm are those in which the firm can´t control (Olawale & 

Garwe, 2010). The external factors can´t be affected by the internal factors of the company 
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but the firm can adjust to handle the external changes (Olawale & Garwe, 2010; Smallbone et 

al., 1995).   

2.4.1 Competition and market 

SMEs need to understand the condition of the market in order to compete in their industry 

(Olawale & Garwe, 2010). By understanding the competition, the firm can develop skilled 

competence that can help them to achieve growth (Olawale & Garwe, 2010). The demand and 

competition in the market are factors that create growth opportunities for SMEs (Hashi & 

Krasniqi, 2011; Olawale & Garwe, 2010). This means that low demand for products or 

services can create barriers for growth in SMEs (Amarjit & Nahum, 2012).  

The changes in market such as technological advances, changing need of consumers and 

competition are putting pressure on SMEs to develop products, manufacturing and 

distribution (Singh, Garg & Deshmukh, 2008). By increasing manufacturing performance 

SMEs attain competitiveness in the market (Al-Najjar, 2007; Singh, et al., 2008). This can be 

done through development of internal capabilities such as new equipment, machinery and 

innovation in raw materials (Al-Najjar, 2007; Singh, et al., 2008). To be able to continuously 

improve and change towards growth, SMEs need to benchmark themselves with the best in 

the industry (Singh, et al., 2008).  

The demand for the firms’ products is important external determinants of SMEs growth 

(Davidsson, Achtenhagen & Naldi, 2010). The market actions of competitors are also an 

important factor for the growth of SMEs (Davidsson et al, 2010).  

The high competition in the market can inhibit the growth of firms´, which means that 

company can’t be able to grow at all (Doern, 2011). Competition is putting pressure on 

several businesses to reduce costs and to enhance the value that is provided to the customers 

(Neely, 1999). The changes in the market have forced companies to differentiate themselves 

from competitors regarding the offered quality and service (Al-Najjar, 2007; Neely, 1999). 

The market has changed from being price oriented to a more value based market (Neely, 

1999). It´s of importance that companies show the customers that they offer other dimensions 

than just the price (Al-Najjar, 2007: Neely, 1999).  

2.4.2 Access to finance  

In order to understand the growth of a SME it’s essential to understand the financial structure 

(eg. Availability to finance) of the company (Moreno & Casillas, 2007; Olawale & Garwe, 

2010). Access to finance is crucial for companies that have the intentions to grow (Andersson, 

2001). Access to finance can differ dependent on the age and size of a SME (Andersson, 

2001; Olawale & Garwe, 2010). New SMEs often use finance from the founders own money 

or from informal sources such as family and friends (Olawale & Garwe, 2010). SMEs who 

have established relationships with formal market based sources such as banks and capitalists 

often uses these types of resources (Olawale & Garwe, 2010).  The most common access to 

finance for SMEs in Sweden is through banks (Sjögren & Zackrisson, 2005; Winborg & 
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Landström, 2001). The financial system in Sweden is considered as bank oriented where the 

banks have an important role in financing SMEs (Sjögren & Zackrisson, 2005). The managers 

must understand how the decisions in banks are made regarding the credits (Bruns & Fletcher, 

2007). By understanding the decision process, the SMEs will increase the chance of receiving 

credit and also decreasing the cost of the credits (Bruns & Fletcher, 2007). This is of 

importance since bank loans are the most important source of external financing for SMEs 

(Bruns & Fletcher, 2007). Firms can also use retained profits to achieve further growth 

(Olawale & Garwe, 2010).  A company that has adequate access to finance is more likely to 

grow more than a company that has a lack of financial resources (Cassar, 2004; Moreno & 

Casillas, 2007; Olawale & Garwe, 2010).  Financial resources are fully transferable which 

means that if a company has resources that are not fully utilized, they can use these resources 

to grow within the same business or enter a new one (Moreno & Casillas, 2007). The financial 

resources can also help the entrepreneur to exploit opportunities as the entrepreneur is growth 

oriented (Moreno & Casillas, 2007). If the entrepreneur decides to exploit the opportunity, it 

will require a substantial financial resource to achieve growth (Moreno & Casillas, 2007).  

2.5 Internal factors  

The internal factors for growth in a firm are the factors that are mainly controlled by the firm 

(Cassar, 2004; Olawale & Garwe, 2010). Marketing and management skills are internal 

factors which affect the growth of SMEs (Amarjit & Nahum, 2012). To produce profit and 

achieve growth, firms needs to find finance, employees that fits the organization, new 

marketing and management skills (Baum & Bird, 2010). These barriers intensify when a firm 

is rapidly growing since new problems and opportunities arise (Baum & Bird, 2010). If there 

is competition or substitutes, the entrepreneur need to act quickly in order to pursue the 

opportunity before others do (Baum & Bird, 2010).  

 

2.5.1 Management skills  

Management skills are sets of knowledge, skills, behaviors and attitudes that can make the 

organization more effective (Olawale & Garwe, 2010).  Management skills are the key to 

successful improvement of SMEs business performance and competitiveness (Aylin, 

Garengo, Cocca & Bititci, 2013). The lack of management skills is a barrier for the business 

growth and is one of the factors that can lead to failure (Aylin et al., 2013). In order to survive 

and to achieve growth on a dynamic market, management skills are required (Olawale & 

Garwe, 2010; Singh et al., 2008). A large number of SMEs fails because they have a lack of 

managerial competencies (Aylin et al., 2013; Olawale & Garwe, 2010). SMEs must 

continually develop their managerial skills that are requiring for the sector in which they 

operate in (Aylin et al., 2013).   

As the market is continually changing the management must adjust to the external conditions 

if they intend to achieve growth (Aylin et al., 2013; Smallbone et al., 1995). In order to be 

successful, managers in SMEs must take the external factors in consideration while analyzing 

their position on the market (Aylin et al., 2013). The kind of aspects that the management 
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need to reconsider are products and markets, production processes, human resources and 

changes in management and organizations (Smallbone et al., 1995). The owner of the 

company needs to delegate power and responsibility to achieve growth as this is a major 

problem in SMEs (Singh et al., 2008).  

The management team must choose an appropriate growth strategy that is suitable for the 

company´s sector (Andersson, 2001). The choice of strategy is dependent on the core 

competence and the management of the company (Andersson, 2001; Jönsson & Strannegård, 

2010). The management of the company should develop a strategy based on a balance 

between the strength and weaknesses of the company (Henry, 2008; Jönsson & Strannegård, 

2010). They must also analyze the sector to find opportunities and to foresee the 

environmental changes (Henry, 2008; Jönsson & Strannegård, 2010).  

The characteristics of the markets that the company serves are of importance to the managers 

since they are the ones who formulate the strategies (Williamson, Jenkins, Cooke & Moreton, 

2012). This can be an obstacle for the managers because the company can be active in several 

business areas with different structures (Williamson et al., 2012).  

2.5.2 Organization and strategy  

Problems in the organization can be a barrier for growth (Huang & Brown, 1999). 

Organizational problems can be related to human relations, technical issues and strategic 

issues (Huang & Brown, 1999). How these organizational issues are perceived depends 

internally on the individual’s knowledge, motivation and experience (Huang & Brown, 1999). 

It also depends externally on the faced situation such as growth stage, industry sector and 

national environment (Andersson, 2001; Huang & Brown, 1999). Widespread issues among 

SMEs are the management ability to plan and managing growth which dependent on their 

experience (Huang & Brown, 1999).   

A growing company is characterized by dynamic strategic behavior which means that the firm 

is continuously managing the market, their suppliers and networks (Andersson, 2001; Singh, 

et al., 2008). The manufacturing performance and productivity will lead to competitiveness 

(Singh, et al., 2008).   

The uncertainty in the external environment brought attention to the production decision 

problems in firms (Dinga, Heb, Wua, & Sun, 2013). Over the past few years, there have been 

changes in the structure of manufacturing industries (Windt, Böse & Philipp, 2008). The 

strategy of the firm is determinant for the structure of the firm (Andersson, 2001). The 

changes in the complexity are caused by several factors such as shorter product lifecycle, 

product substitutes and more complex products (Andersson, 2001; Windt et al., 2008). This 

has forced companies´ to change the way they work from centralized controlling to more 

decentralized planning and controlling methods (Andersson. 2001; Windt et al., 2008).This 

enables flexible adaptation to the changing environment (Andersson, 2001; Windt et al., 

2008). The flexibility in manufacturing is of importance since it affects the expected sales, 

flow-time and the output (Dinga, et al., 2013).  
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It´s of importance for the growing companies to have excess employees that are not necessary 

in the present time (Andersson, 2001). This since the growing company needs skilled labour 

to continue to grow (Andersson, 2001; Hashi & Krasniqi, 2011). By attracting, developing 

and retaining skilled employees this will affect the probability of achieving growth in SMEs 

(Andersson, 2001; Dobbs & Hamilton, 2007; Olawale & Garwe, 2010). The employee’s 

aren’t just seen as a crucial factor to maintain and increase growth in a SME but also an 

important factor for increasing the productivity (Andersson, 2001; Dobbs & Hamilton, 2007; 

Hashi & Krasniqi, 2011). To increase the productivity, a firm must give the management team 

the proper training (Dobbs & Hamilton, 2007; Hashi & Krasniqi, 2011; Singh et al., 2008). 

The management must also provide the employees with the proper development in order to 

increase their performance (Andersson, 2001; Dobbs & Hamilton, 2007; Singh, et. al., 2008). 

The lack of employee training is a factor that can hamper the growth in SMEs (Amarjit & 

Nahum, 2012). That’s why it’s of importance for SMEs to train and develop their human 

resource and to attract skilled staff (Huang & Brown, 1999).  In developed countries like 

Sweden, the labour cost for skilled employees are high (Confederation of Swedish Enterprise, 

2013) which can make it difficult and expensive for SMEs to hire skilled labour (Olawale & 

Garwe, 2010).  

It´s a fundamental responsibility for the manager to create an organization and formulate a 

strategy which can be implemented to attain growth in the environment in which the firm 

operates (Andersson, 2001; Davidsson et al., 2010; Roberts, 2007). As the environment 

changes, the firm need to adjust the process in which the organization interact with the firms 

strategy (Andersson, 2001; Jönsson & Strannegård, 2010; Roberts, 2007). Most firms will 

face problems in the existing strategy and organization and this creates a dilemma where the 

company has to decide whether there is a need to make a strategic or organizational change 

(Roberts, 2007). It’s of importance that there is a fit in the strategy and organization and 

between these and the competitive market (Andersson, 2001; Jönsson & Strannegård, 2010; 

Roberts, 2007). Changes in the strategy and organization are not easy but sometimes it´s 

necessary for the company to go through these changes (Roberts, 2007). There are three 

elements that are essential to achieve higher performance which are the strategy of the firm, 

the organizational design and the environment in which it operates (Roberts, 2007). The 

environment in which the firm operates in shapes the strategy of the firm (Roberts, 2007).  

The organization is dependent on the formulated strategy and one of the main purposes of the 

organization is to implement the strategy (Roberts, 2007).  The strategy is about what the firm 

is going to do, how, were and for whom they´re going to pursue their strategy (Roberts, 

2007).     

It´s is of importance that companies have a strategy so it´s clear, both for employees and 

customers, to see where the company is heading (Andersson 2001; Henry, 2008; Williamson 

et al., 2012). If it´s not clear the employees and costumer can get confused on what the 

company provides the market with or why they exist at all (Andersson, 2001; Henry, 2008; 

Williamson et al., 2012). Therefore the manager of the company has to implement the strategy 

and make sure that every employee knows in what direction the company is heading and what 

goals they´re trying to achieve (Andersson, 2001; Henry, 2008). The purpose of having a 
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strategy is to make the company gain sustainable competitive advantage (Henry, 2008). When 

you have gained competitive advantage, it´s hard for the competitors to imitate the product or 

service (Henry, 2008) 

Strategy can be divided into three different factors which are analysis, formulation and 

implementation (Henry, 2008). These three factors are interdependent and need to be 

considered to be able to develop a strategy that meets the market needs (Henry, 2008). By 

using strategic analysis the company gets an overview of the competitive advantage as well as 

the internal environment (Henry, 2008). This helps firm to see their position on the market 

and recognize the opportunity in the external environment. When the firm has done an 

analysis of the internal and external environment, they will get a picture of a best way to 

elaborate out of this two (Henry, 2008). In turbulent markets that most company´s faces 

today, experience won’t be enough and the company needs analysis (Henry, 2008). 

Company´s must formulate a question that will help them find a solution since the question 

which is asked could be more important than the actual solution (Henry, 2008). The question 

that is formulated which the company asks themselves will lead to more effective strategies 

(Henry, 2008). The strategies which are analyzed and formulated will not lead to anything 

unless the company can implement the strategy (Henry, 2008).The strategies need to be 

communicated to people involved in the organization and the strategy understood as well 

(Andersson, 2001; Henry, 2008). If it´s not, the people involved wont to be able to implement 

the strategies since they then don’t know the purpose of the change (Henry, 2008). 

2.6 Conceptual Framework 
 

 

Figure 2.1 The conceptual framework (Own processing) 

The conceptual framework (Figure 2.1) is based on the theoretical framework where all the 

squares in the model represent barriers for growth in SMEs. Figure 2.1 illustrates how the 
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concepts in the theoretical framework are related.  The external factor square includes 

“competition and market” and “access to finance”. The internal factor square represents 

“management skills” and “organization and strategy. This model will be used while 

conducting the analysis. 

Researchers claims that the entrepreneurs are significant for the growth in SMEs ( Andersson, 

2001). The entrepreneur can be seen as the person who creates a business or spots business 

opportunities and take advantage of it (Hashi & Krasniqi, 2011). The internal and external 

factors can affect the entrepreneurs’ growth intention (Morrison et al., 2003). The external 

factors can´t be affected by the internal factors of the company but the firm can adjust to 

handle the external changes (Olawale & Garwe, 2010; Smallbone et al., 1995). The internal 

factors of the firm are those that are controlled by the SME (Cassar, 2004; Olawale & Garwe, 

2010). Management skills are an example of an internal factor that can affect the growth of a 

SME (Amarjit & Nahum, 2012). It´s the job of the management team to come up with an 

appropriate strategy for the firm (Andersson, 2001) but it´s the entrepreneur who is 

responsible for the necessary changes in the organization (Hashi & Krasniqi, 2011).   It´s of 

importance for the SMEs growth that the entrepreneur responds to these changes (Hashi & 

Krasniqi, 2011). In order to continue to grow the management team must analyze the sector to 

find opportunities and to foresee the environmental changes (Henry, 2008; Jönsson & 

Strannegård, 2010).  

The entrepreneur must respond quickly when changes appears in the environment since it´s of 

importance for the growth of the SME (Hashi & Krasniqi, 2011).  The demand for the firms’ 

products is important external determinants of SMEs growth (Davidsson, Achtenhagen & 

Naldi, 2010). The market actions of competitors are also an important factor for the growth of 

SMEs (Davidsson et al, 2010). Access to finance is crucial for companies that have the 

intentions to grow (Andersson, 2001).  
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3 Methodology 
 

The methodology in this study is based on the research onion created by Saunders, Lewis and 

Thornhill (2006). The outline of the methodology will follow the structure of the research 

onion (Saunders et al., 2006). In the methodology the research approach will be first 

presented followed by the research strategy and method. Finally, the selections, different data 

collections and analysis will be presented.  

Figure 3.1 The research onion, (Saunders, Lewis and Thornhill, 2006) 

3.1 Research approach  

In order to answer the research question, an appropriate research approach has to be chosen. 

The deductive approach is used in this paper since we need to expand our knowledge in the 

chosen area (Bryman & Bell, 2011). The deductive approach will allow us to build a 

theoretical basis that we can base our interview guide on (Bryman & Bell, 2011). The 

deductive approach is used when the researcher intend to identify and develop a theoretical 

framework which will be tested with the empirical data (Saunders, 2009). We have collected 

data from scientific articles regarding how the entrepreneur, internal and external factors 

affect the growth of SMEs. That was necessary since we needed to develop the theoretical 

framework and get the appropriate knowledge to fulfill our purpose, which means that the 

deductive approach was used.  

3.2 Research Strategy 

According to Yin (2003) there are five research strategies that can be applied in research 

which are experiment, survey, archival analysis, history and case study. Since we want to get 

an insight in the chosen field by conducting personal interviews, the case study was the most 

appropriate choice. A case study is appropriate for the research since the aim is to get a deeper 
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understanding for specific phenomena (Bryman & Bell, 2011).  The research will be based on 

one company which characterizes a case study (Denscombe, 2000). By investigating the 

chosen SME in the manufacturing industry it will be easier to concentrate and get more 

insights in the specific case (Denscombe, 2000). One of the disadvantages with the chosen 

research strategy is that the generalization often is low which makes the result difficult to 

apply on other studies (Bryman & Bell, 2011). An advantage of having a single case study is 

that the researcher spends much time investigating which give relevant information. By only 

investigating one company we get more detailed and deeper answers that give the study 

higher credibility. According to Saunders et al. (2009) single case strategy is often used when 

a unique case is found. Graf is a concrete company that operates in the manufacturing 

industry. This case is unique since they have dropped a lot in turnover a few years ago and 

just recently began to grow again. This can be an indication of faced barriers for growth. Graf 

is the case that will be studied in this paper. 

3.3 Research Method 

There are two different types of methods when it comes to scientific research which are 

quantitative and qualitative (Bryman & Bell, 2011). The quantitative method is when the 

researcher uses statistical methods based on numerical measurements of the phenomena and 

to quantify the data (Bryman & Bell, 2011). The qualitative method is used when the 

researcher want to describe the data in words (Bryman & Bell, 2011). The chosen research 

method is dependent on what type of data the researcher wants to collect (Bryman & Bell, 

2011). We have chosen a qualitative research method since our aim is not to measure the 

factors that inhibit the growth of SMEs in the manufacturing industries but to describe it.  The 

qualitative method will allow us to study the phenomena more in depth by understanding how 

the respondents interpret their social reality (Bryman & Bell, 2011). By adapting a qualitative 

method we can get a deeper understanding of how the respondents perceive the barrier for 

growth in SMEs. Futhermore, by going in depth we can get a picture of the factors that inhibit 

the growth of a SME in the Swedish manufacturing industry. To understand this phenomena 

we need to see it through the respondents perspective which is the why we chose the 

qualitative research method (Brinkmann & Kvale, 2009). To be able to ask follow-up 

questions and to see the reaction from the respondents during the interviews, we need to get 

closely involved with the respondents (Bryman & Bell, 2011). The qualitative method allows 

us as researcher to be closer and more involved with the respondents which means that we are 

more likely to get exhaustive answers (Bryman & Bell, 2011). This will provide the research 

higher conformability since we can genuinely understand the phenomena through the 

respondents’ eyes (Bryman & Bell, 2011). In the quantitative method, the researcher is distant 

and uninvolved with the subject which means that we can´t get the respondents actual 

meaning (Bryman & Bell, 2011). In this research, the intentions are not to measure or provide 

absolute result that can be quantified which is the purpose of the quantitative method (Bryman 

& Bell, 2011. The intention is rather to get access to the respondents’ experiences regarding 

the chosen phenomenon that in this case is growth. 
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3.4 Data collection 

3.4.1 Primary data 

The primary data is based on six interviews in a Swedish SME in the manufacturing industry. 

Since the aim is to understand the factors that inhibit growth we chose to conduct face to face 

interviews. This type of interview gives us a more personal contact which can make it easier 

to understand how the respondents perceive the barriers for growth (Bryman & Bell, 2011). 

The consequence of making the interview face to face is that the respondents give answers 

which they think pleases the interviewer. We have taken this risk into consideration and tried 

to not lead or interrupt the respondent in any way. Another reason for why we chose to make 

the interview face to face and not over the phone is that we had many open questions which 

would have made this type of interview inappropriate. By conducting the interview face to 

face we can see how the respondents react when a question is asked which gives us a hint 

when it´s time for the next question.  

The interview guide is based on open semi structured questions. The semi structured 

interviews allows the respondents to answer without our influence which can limit the answer 

(Denscombe, 2000). The semi structured interview means that we have a predetermined topic 

and questions which is based on our concepts (Denscombe, 2000). Since our purpose is to get 

a deeper understanding on what inhibit the growth of SMEs in the manufacturing industry by 

investigating the entrepreneur, internal and external factors, we wanted to have the possibility 

to ask more questions regarding the topic. We had interviews with managers and 

entrepreneurs which required a flexible structure in the interview so we could enlighten parts 

which we found important for each respondent.  

The intention of the interviews can be open or hidden based on the information that is given to 

the interviewees (Bryman & Bell, 2011). We chose to give the respondents some information 

about the purpose without giving any details about the questions. This was done since we 

wanted the respondents to give spontaneous answers which we think provides the study with 

trustworthiness. The interview was conducted in each respondent’s office where they feel 

comfortable. According to Denscombe (2000) it is important that the interview is conducted 

in a quiet and private environment to create a convenient interaction. According to Silverman 

(1993) can behave differently depending on the environment. We chose to conduct every 

other interview which means that one of us asked the question and kept eye contact while the 

other took notes on the computer. We did this to have a good interaction with the respondents 

but also to strengthen each other’s thoughts in case one forgot. The purpose of this was also 

because we both wanted to participate in the whole process. We asked if it´s was okay to 

record the interviews since respondents can refuse to be recorded (Bryman & Bell, 2011). The 

recordings made it easier when we transcribed the empirical data. A consequence of recording 

the interviews is that respondents can get nervous which can affect the answers (Yin, 2011). 

All the respondents didn’t have any problems with the recordings since we made it clear that 

it was only used to help us with the transcription. We are aware of the fact that technical 

issues can appear and the recording can get lost so that is why we chose to take notes as well. 
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According to Yin (2011) it´s important that the respondents knows how long the interviews 

will take so they can be prepared. The interviews took between 40-55min which was enough 

to get an understanding for our topic.  

3.4.2 Secondary data  

Primary and secondary data were collected in the study. Primary data is gathered for specific 

aims (Miles & Huberman, 1994). Secondary data is collected from previous studies in the 

field of growth such as books, articles and dissertations. In order to proceed with our research 

question, we started to read books and previous research in the chosen topic which is 

according to Backman (2008) essential for developing a research question. After doing a 

literature review and got more insights in the field of growth we developed the research 

question and the concepts. After developing the concepts that is of importance for the topic, 

we started to search for data. The concepts we found interesting from our literature review 

was the entrepreneur, competition, market, access to finance, management skills, organization 

and strategy. All of these factors can be barriers for growth for SMEs in the manufacturing 

industry.  

The scientific articles were gathered from the databases Google Scholar, Emeralds, Jstor and 

Hulda which is the search engine in Halmstad University. We have been using scientific 

articles about growth in SMEs in different context, which can have an impact on how we 

perceive the phenomena. The books that were used were found in Halmstad University library 

and Google books. We always had in mind to find articles from the frontiers of research since 

it makes the study more up-to-date. The theoretical framework has high credibility since most 

data is strengthen by using the frontiers of research. When collecting the information we used 

different combination of keywords such as barriers, growth, SMEs, management skills, 

entrepreneur and manufacturing industry.  

3.5 Selection 

The choice of case was based on our interest of the company as well as the company´s 

interest. The interest was based on the fact that the company was dropping heavily in turnover 

in the last couple of years, which can be an indication that they are facing barriers for growth. 

The chosen company had the criteria we were looking for which is a SME not exceeding 500 

MSEK in turnover. We chose to investigate the growth of a SME since it´s important for 

economic growth and the employment (European Commission, 2013). SMEs are significant 

in Sweden since it stand for 99 % of all enterprises (Confederation of Swedish Enterprise, 

2013). The chosen SME were in our network which means that it´s a convenience sample 

(Jacobsen, 2002). By using this sample method we could save time since we already found a 

company. Another reason for choosing our company was that we had access to the board and 

top management, which was necessary when investigating barriers for growth.  
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Name Position in the Company Date of 
interview 

Interview 
time 

 
Leonard 

 
CEO & board member 

 
4th April 2013 

 
55min 

 
Li 

 
CFO & board member 

 
8th April 2013 

 
50min 

 
Mario 

Business manager & board member  
3rd April 2013 

 
55min 

 
Melvin 

Business manager & member of the 
management team 

 
9th April 2013 

 
45min 

 
Anders 

Plant manager, business manager & member 
of the management team 

 
4th April 2013 

 
55min 

 
Petter 

Business manager & member of the 
management team 

 
18th April 2013 

 
45min 

Table 3.1 Selection of respondents 

Since the purpose of the study is to understand what inhibit the growth of SMEs in the 

manufacturing industry by studying the entrepreneur, internal and external factors, it was 

important to get information from the entrepreneur who in this case are in the board but also 

from the management. By having this selection we got two perspectives of the phenomena, 

which allow us to be more critical to the findings and to see it from different perspectives. 

According to Yin (2011) the sample can be based on similarities and differences between the 

respondents. We chose to have three respondents from the board to get a perspicuous view of 

how they work with growth. Furthermore, we wanted to get information of how they perceive 

the management team. On the contrary, we chose three managers to get their picture from 

inside the organization. We decided this since managers’ work closer to the production, which 

is an important factor for growth in the manufacturing industry (Al-Najjar, 1996). By having 

these perspectives we can get a more objective view of the situation, which make the study 

trustworthier. The business managers are the ones who are responsible for a certain business 

area at Graf AB. The business managers can also be plant managers, which mean that they are 

responsible for a certain facility within the company. 

3.6 Operationalization  

According to Bryman and Bell (2011) the research question can be interpreted differently by 

the respondents and there is a risk that we collect answers that are not comparable. We 

decided t operationalize to make the concepts measureable which is in line with Jacobsen 

(2002). The operationalization is based on the theoretical framework and aims to increase the 
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relevance of the interview guide (Bryman & Bell, 2011). Since barriers for growth can be 

seen as abstract phenomena, we wanted to make it more concrete by making an 

operationalization. To be able to investigate the concepts, we had to find concrete indications 

that we could base our questions on. The interview guide followed the structure of the 

theoretical framework. The chosen questions were critically made and to be sure that we get 

answers that are of relevance to our research question. The operationalization schedule can be 

find in appendix 1.   

Question 1 and 2 are asked since we want to understand how the respondents perceive growth 

and barriers. According to Doern (2011) growth barriers helps to understand the growth 

pattern of SMEs.  

Question 3 is asked since we want to understand if the respondents see themselves as 

entrepreneurs. There are different definitions of who is an entrepreneur (Carland et al., 1984; 

Hashi & Krasniqi, 2011). 

Questions 4 – 10 are asked to understand the role of the entrepreneur in SMEs. This since the 

entrepreneurs is responsible for the changes in the organization and for the business 

opportunities (Hashi & Krasniqi, 2011). The intentions of the entrepreneur are a significant 

factor for the firm’s growth (Davidsson et al., 2010; Doern, 2011; Kolvereid & Bullvag, 

1996). The external changes in the environment have an impact on the growth intention of the 

entrepreneur (Morrison et al., 2003) but can also be a temporarily effect on the growth (Brush 

et al., 2009).  

Questions 11-16 are asked since we want to know the effect of the demand and competition 

have on the growth of SMEs (Hashi & Krasniqi, 2011; Olawale & Garwe, 2010). Low 

demand on products can create barriers for growth in SMEs (Amarjit & Nahum, 2012).  

In order to understand the growth of a SME it’s essential to understand the financial structure 

of the company (Moreno & Casillas, 2007; Olawale & Garwe, 2010). That’s why we ask 

question 17-19.  

Lack of management skills is a barrier for growth in SMEs (Aylin et al., 2013). We ask 

question 20-24 to understand if management skills are of importance for the growth in SMEs. 

Furthermore, we want to understand how the management develops their growth strategy.  

Organizational issues can be a barrier for growth (Huang & Brown, 1999). By asking the 

questions 25-32, we want to understand how the organizational issues are perceived by the 

respondents. Furthermore, we want to understand how the company´s strategy can be a barrier 

for growth. The existing strategy can create a barrier for growth which means that company 

has to face this barrier in order to achieve growth (Roberts, 2007).  

3.7 Ethical issues 

The researcher must take the ethical issues into consideration before collecting the empirical 

data (Yin, 2011). According to Saunders et al. (2009) there are several aspects that the 
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researcher should be aware of to make the right ethical choices. The most important aspect is 

that the respondents should not be harmed in any way and that the data should be treated 

confidentially  (Saunders et al., 2009). All respondents in the study are anonymous since it is 

of importance to take the ethical aspect into consideration so that the study doesn’t harm any 

respondent or even the company’s reputation. This since we are discussing their internal 

issues which can be sensitive topic to discuss. By making the case anonymous we could be 

more critical to the respondents answer without harming them in any way. The company and 

the respondents have fictive names that have no connection the real names at all.  

According to Yin (2011) it´s important to explain the purpose of the study for the 

respondents. We sent e-mail to all respondent with information about the aim of the study and 

how we would go through with the interviews. We assured them that not data would be 

published unless they agree to it. We removed data that was sensitive since we respect our 

respondents that are highly relevant to the study. We asked all respondents if it they feel 

comfortable with the recordings of the interviews and no one has any issues with that. This 

was done since it´s important to not make the respondent feel uncomfortable during the 

interview Gray (2004). 

3.8 Data analysis 

According to Brinkmann and Kvale (2009) the collected data should be processed before we 

present it in the study. After collecting the primary data which was based on our interview 

guide we started to transcribe the data. We did this directly after the interviews since there is a 

risk that information can be lost and forgotten over time. According to Bryman and Bell 

(2011) the transcription of the data is important and should be done directly after the 

interviews. We listened to the recorded interviews to make sure that our notes were correctly 

made and that they have the right content. According to Bryman and Bell (2011) the 

systemization of the primary data is to pick the most important data for the analysis which we 

made before analyzing our data. The consequence of systemization is that the meaning of the 

data can be lost or be misinterpreted. We are aware of the risk of using this method but we 

think that it was necessary since the collected data was extensive. The empirical data followed 

the same structure as the theoretical framework to make it easier for the reader to see the 

differences and similarities. Quotes were also written down to make it clearer for the reader 

and to enlighten important parts that we will focus on. After the transcription of the data we 

started to analyze the primary data by connecting it to the theoretical framework. We also 

found patterns by comparing our interviews and found similarities and differences which was 

important to analyze and reflect upon.  

3.9 Trustworthiness 

To make sure that the theoretical framework is trustworthy we found several sources that 

support each other’s statements. We chose to record the interviews to be able to check that our 

notes are consistent with the respondents’ actual meaning. According to Bryman and Bell 

(2011) memorizing the answers is not a reliable approach. Since it can be problematic to have 

eye contact when taken notes we chose to take turns in interviewing and writing down the 
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answers. This way of conducting the interviews makes the study trustworthier. During the 

interviews, the researcher needs to be aware of the fact that there is a possibility to affect the 

outcome, which is why we tried to be neutral to make any statements during the interviews.  

According to Shenton (2004) the credibility of the qualitative study is one of the most 

important factors to establishing trustworthiness. Before conducting the interviews, 

information was gathered about the company to get an adequate understanding of the 

company and to ensure that the case is appropriate for the purpose of the study. There is a 

danger of demanding too much information of the staff before conducting the interviews, 

which can deter them from cooperating (Shenton, 2004). We chose to find other sources for 

information about the company such as annual reports and their website. By analyzing the 

annual report we could be more critical to the information we received from the respondents. 

Since the study has six interviewees from different business areas within the company we 

could get a broader view with different perspectives. This allowed us to be more critical and 

reflective on the information we received from the respondents. 

The dependability is another factor that establishes trustworthiness in qualitative studies 

(Shenton, 2004). To ensure the dependability the authors should explain the process within 

the study in detail so that future researchers can repeat the work and obtain similar results 

(Shenton, 2004). We have explained the whole process in the study and how each part of the 

process has affected the study. Furthermore, an operationalization was conducted to be able to 

get an understanding for why each question is asked and how it´s related to the theoretical 

framework.  

It´s important to assure the respondents, that they can be anonymous (Denscombe, 2000). 

None of the respondents had any objection to have their named published. However, we chose 

to anonymize the case since we wanted to be critical to the empirical data. According to Gray 

(2004) the respondents must not be harmed and not feel that they are risking anything. This 

provides the study with higher dependability since sensitive information that is if importance 

will not be excluded.  The company´s name and the names of the respondents are fictive and 

have no relations what so ever to other companies.  
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4 Case description 
In this chapter the company will presented followed by a short presentation of the respondent. 

Graf AB is a family owned company within the concrete industry and was founded for 

approximately 100 years ago. Graf AB delivers concrete to warehouses, schools, housings and 

their concrete is used in several other contexts. Over the years Graf AB has developed and has 

today over 200 employees and turnover for approximately 500 MSEK.  The base product of 

Graf is prefabricated concrete. Moreover the company also mounts their products and not just 

produces. The company has several business areas within the concrete industry. Graf has their 

own logistics that includes trucks and concrete pumps.  

 

The model shows the company´s turnover the past 5 years. As illustrated the company 

dropped in turnover 2007-2010 but has increased their turnover in last year. The company has 

mainly grown through acquisition in the past years. The acquired factories have been in new 

business areas where the company didn’t have any operations before. However, it´s still 

within the same sector.     

4.2 Presentation of respondents 

Leonard is the CEO and member of the board at Graf AB. He has been working at the 

company since 1986. He has a civil engineering education from Lund University. Leonard has 

been working with marketing and purchasing before the position as CEO. 

Li is the CFO and chairman of the board since 2002. She has been working as the CFO since 

1986. Li has a master in business administration with focus on strategic planning. 

Mario is a business manager and member of the board. He has been working at the company 

since 1981. Mario has a high school education with focus on construction. 

Melvin is a business manager and member of the management team. He has been working at 

the company since 2012 and before that working at a competitor for several years. Melvin has 

a high school education. 

Anders is a plant and business manager and is also member of the management team. He has 

been working in the industry since 1973 and at Graf AB since 2006. Anders has experience 

from production, budget, sales and project management. He has a high school education with 

focus in engineering.  
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Petter is a business manager and member of the management team. He has been working at 

the company since 2003. Petter has a civil engineering education from Luleå University of 

Technology.   
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5. Empirical Data 
 

In this chapter the empirical data will be presented which based is on personal interviews. 

The collected data will follow the same structure as the theoretical framework which is the 

entrepreneur, internal and external factors. The quotations that are find in this chapter 

highlights important parts. The empirical data will be the base for the upcoming analysis and 

conclusion.  

5.1 Growth 

“People grow as individuals in a company that is growing” (Anders, personal 

communication, April 4
th

, 2013) 

 

According to Li growth is necessary because without it the company will stagnate. Leonard 

also says if the company is not growing then it´s shrinking. According to Anders growth is 

necessary to make the personal feel that the company is growing and heading somewhere. 

According to Petter it´s more fun to work when a company is growing. Growth creates 

opportunities for developing the operation says Petter. Petter explains that the most important 

benefit of growth is to earn more money. Petter means that Graf have had high rate of growth 

since there has been good demand on their products. Melvin says that growth is something 

necessary for the company since it creates economic benefits. According to Melvin there has 

been a great rate of growth in Graf.  

 

“Without growth a company loses their competitiveness in the market” (Leonard, personal 

communication, April 4
th

, 2013) 

 

According to Mario Graf goal was never to be the biggest but as the market is changing Graf 

has been forced to grow. In the beginning the growth was a way to survive since strategy of 

Graf was to acquire smaller companies and shut them down says Mario. The acquisition gave 

Graf many advantages since they now could deliver all over Sweden claims Mario. Mario 

means that Graf has grown primarily by acquisition to gain market shares and be able to 

provide the customers with a total solution.  

 

“Our company has grown organically and by acquisition” (Li, personal communication, 

April 8
th

, 2013) 

 

Li says that Graf has grown organically and by acquisition. During the past five years the 

company has grown mainly by acquiring small businesses that have increased turnover 

significantly says Li. Over the past few years Graf has grown internally and we have acquired 

some companies to achieve growth says Leonard. Leonard claims that they bought bistro 

Concrete in 2006 along with Flink concrete factory. According to Leonard their aim is to 

combine the different business areas, which means that they offer their customers a wide 

range of product.  
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According to Anders, Graf AB has been growing by acquiring other companies. The former 

Graf have stagnated since the market changed which has led them to other business areas says 

Anders. Anders means that the company has followed the patterns of the market by analyzing 

the need of the market. Anders claims that Graf has changed their way of looking at the 

products since they are not just selling products but a complete solution as a service to their 

customers.  

 

5.2 Entrepreneur  

 

“The owners are clearly entrepreneurs since they continuously invest a lot in the company” 

(Petter, personal communication, April 18
th

, 2013) 

 

Li says that she never thought about if she is an entrepreneur or not. According to Li she had 

always been involved in the development of the company since she has a great motivation 

towards business development. Leonard claims to be an entrepreneur since he motivated to 

develop the company. Mario also points to be an entrepreneur and explains that he can spot 

business opportunities everywhere. According to Mario he is good at getting things moving 

forward and thinking outside the box. Melvin means that most of the owners are entrepreneurs 

and that’s contemplated in their intention of the growth in each business area. Petter also says 

that the owners are clearly entrepreneurs since they invest a lot in the company. They have 

also acquired new factories during a relative short period of time says Petter.  

 

“The board of the company is responsible for the necessary changes and strategy in our 

organization” (Leonard, personal communication, April 4
th

, 2013) 

 

Li claims that it´s the CEO who primarily is responsible for the necessary changes in the 

company. The business managers are responsible for the implementation of the changes in 

each business area says Li. The board of the company is responsible for the necessary changes 

and strategy in the organization says Leonard. Leonard also claims that the different business 

managers are involved in the changing process. Every business managers is responsible for 

the changes in his business area but the major changes has to be decided at the board meeting 

says Mario. According to Anders it´s the CEO of the company that is responsible for the 

necessary changes to the major extent. Anders also claims that the management team is 

responsible to create an environment where it is possible to make changes but it´s the owners 

who take the final call. Furthermore, Anders explains that more people involved generate 

more ideas that will lead to a better result. Melvin claims that the responsibility for the 

necessary changes in the organization lies in between the business manager, sales manager 

and the production managers. Petter means that it´s the CEO, the board and the business 

managers who are responsible for the changes in the organizations.  

 

According to Li Graf is continuously covering the market to be able to find business 

opportunities. The growth intention of Graf is to continue growing in Sweden and Denmark 

says Li. According to Li Graf has a three years plan of how they will achieve growth but they 
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also have a long-term plan of how they will keep growing. Leonard claims that he finds 

business opportunities through his network. Leonard says that the company has grown 

primary by acquisition. According to Leonard Graf has achieved high growth rates over the 

past few years, which were the intention of the board. Leonard also claims the primary goal in 

the coming years is to stabilize the new business areas to make them more profitable. One of 

the goals for the coming years is to continue to grow on the Swedish and Danish market says 

Leonard. Mario explains that the customers can help him to find business opportunities since 

they´re the ones who can tell if the company is doing something wrong. According to Mario 

companies that are centralized sometimes miss to listen to the employees in the production 

who might have good ideas. Mario explains that he tries to listen to all his employees and take 

their opinion in consideration when making decisions. Mario explains that Graf are investing 

heavily in new machineries in order to be able to deliver to more customers.  Graf is also 

involved in the plastics as a complement to be able to deliver more products says Mario. 

According to Mario Graf are aiming to make money by increasing their profitability. Mario 

explains that the personal is important for the company and that it´s the skilled personal that 

leaves easily since they always have other options. 

 

“The board has strong growth intentions and is willing to expand the business with more 

factories and machines” (Melvin, personal communication, April 9th, 2013) 

 

 According to Anders business opportunities is found through market analysis and by 

listening to the customers to ensure their needs. Anders says that they use to travel south to 

Germany to see what type of products could be used in Sweden to achieve growth. Today it´s 

more about satisfying the customers’ real needs says Anders. Graf has people who interviews 

the customers so they can be involve in the early stage of the product development says 

Anders. Melvin says that he has built a network of relationships over the last decade in where 

he finds the business opportunities. According to Melvin the board has strong growth 

intentions and is willing to expand the business with more factories and machines.  Melvin 

says that Graf plans to gain more market shares that will generate more money. Each business 

has its own plan for the future says Melvin. Petter means that he goes out on the market to 

check the demand and to see if there is something missing. Graf has a strategic plan that 

extends three years claims Petter. Graf has pointed put their goals and how they will work 

towards them says Petter. Petter explains that his goal for this year is to have a 8 percent 

profitability in his business area.  

 

“The entrepreneurs have a leading role to initiate growth” (Li, personal communication, 

April 8
th

, 2012) 

 

Li says that the entrepreneurs have a leading role for growth in Graf. The entrepreneurs are 

also responsible to initiate growth says Li. Li claims that during a recession the company need 

to adjust as good as possible. Lean says that Graf can also earn money and find business 

opportunities during a recession. Graf can be forced to fire people and shut down business 

units that are not profitable during a recession says Li. According to Li the experience of the 
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market is an advantage especially when it comes to developing the business. The experience 

is helpful because you don´t have to make the mistake twice says Li. The role of the 

entrepreneurs is to make sure that the company has a clear strategy of how it´s going to be run 

claims Leonard. The construction industry is very dependent on the economic situation which 

affects Graf says Leonard. According to Leonard there are high investment costs in the 

concrete industry, which forces the company to cut the costs during the recession, which often 

ends up in firing employees. According to Leonard his experience of the market has made 

him understand the need of the customer and that they have to offer the customer something 

important.  

 

“I get motivated when I see that the entrepreneurs believe in us and dare to take risks” 

(Anders, personal communication, April 4
th

, 2013). 

 

Mario claim that during a recession it´s important to keep the personal motivated and not 

firing to many. Mario says that it has been very helpful to have an experience from working at 

a competitor. Mario says that when Graf acquired a competitor he already knew how to mount 

the products. Mario explains that he always brought samples of the products he found during 

his business trips. This helped Graf to develop the products and to find new ways of 

producing says Mario. Mario explains that a person needs a great interest to work with 

product development. The entrepreneurs play an important role because they possess the 

capital according to Anders. The growth of the company is totally dependent on the 

entrepreneurs view of the company says Anders. Anders claims that the entrepreneurs have 

been reinvesting capital in the business even though sometimes they were making losses. 

According to Anders it´s important as a manager to see that the entrepreneurs are willing to 

invest and not take all the money to themselves. The entrepreneurs are role model for the 

managers says Anders. According to Anders it´s by working hard that a company can stand 

out during a recession. Anders claims that the company is trying to get closer to the customer 

during a recession. When the customers see continuity during the recession, it will create 

trust.  

 

“The entrepreneurs are role models for the managers” (Anders, personal communication, 

April 4
th

, 2013) 

 

According to Melvin Graf need to show the market that they exist in order to gain more 

market shares. According to Melvin the entrepreneurs plays an important role for the growth 

since they invest the capital that allows Graf to grow.  Melvin says that Graf reinvest the 

profit to attain growth. Melvin claims that is important to build up and strengthen the 

organization during a recession so it´s ready when a boom in the economy appears. Graf acts 

strategically during a recession and the aim for the long-term goal. Melvin says that he has a 

wide network with many SMEs in the construction business. It takes a long time to build 

relations with entrepreneurs says Melvin. Petter explains that the entrepreneurs play an 

important role for growth. Although the management team has ideas and suggestions they 

cannot implement them without the acceptance from the CEO and the board claims Petter. 
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Petter explains that he tries to adapt to the recession when it appears. It´s important to really 

understand what makes the factory successful says Petter. Petter means that it´s the products, 

quality and many other aspects but except the factory that needs to be functional in order to 

achieve growth. Anders claims that by having experience of the market you can avoid many 

problems since you been in the market so long. According to Anders the environment that 

encourages growth can make an experienced person develop as a person. Anders says that he 

now have the resources to test and combine with his experience to generate growth. 

 

5.3 External factors 
 

5.3.1 Competition and market 

 

“The competition in the market is fierce in all our business areas” (Leonard, personal 

communication, April 4
th

, 2013) 

 

Graf keep track on their competitors to know how they are running their business says Li. Li 

claims that they are using contact in other companies to compare themselves to their 

competitors.  The competition in the industry is tough says Li. Graf compares often the 

quality of their products with the competitors by investigating in the perceptions of the 

customers says Leonard. According to Leonard is a company who stand by its word and they 

always stick to the agreement. Leonard claims that the competition in the market is fierce in 

all their business areas. Mario says that he compares Graf to their competitors by asking the 

customers about the quality of their products and services. The competition is though and the 

price is the main factor says Mario. The prices on the market are very low since the larger 

companies are destroying the market explains Mario. According to Anders the company talks 

to customers who also buy from competitors so they can compare themselves with their 

competitors. Anders claims that he is trying to figure out how the customers perceive Grafs 

quality and service. Graf also have a marketing department that helps to make market and 

competitor analysis says Anders. According to Melvin Graf compare their strength and 

weaknesses in the organization with the competitors. The competition on the market is tough 

in our region says Melvin. According to Melvin it has been stressful since the orders are going 

up and down and the prices have been decreasing. Petter explains that he conducts market 

analysis to compare Graf with their competitors. Petter claims that he well aware of the 

products and the pricing of the competitors. The customers also helps Graf to compare 

themselves to their competitors explains Petter. The competition is very tough and the price is 

a determinant factor says Petter. In order to have a good price it´s of importance to have an 

effective organization claims Petter. 

 

“The price is a determinant factor in the marker in we need to have an effective organization 

to be able to give our customers a good price” (Petter, personal communication, April 18
th

, 

2013) 
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The competition on the market has forced Graf to be in the frontline in most of their business 

areas claims Li. According to Li Graf is developing by investing in new machines and new 

ways of working. Nowadays, Graf has less people doing more task than before which have led 

to high productivity says Li. According to Leonard Graf is continually developing their 

products stay competitive on the market. Leonard says that the company now has a Research 

and development department that focus on the need of the market. According to Leonard the 

company was forced to shut down three machineries since they weren’t profitable. This was a 

necessary action to keep on developing the company says Leonard. Graf have been forced to 

develop some of their products in order to be in the frontline claims Mario. Graf has some 

unique products that no one else has says Mario. Mario claim that it´s hard to develop an 

organization because you need to develop the workforce in order to get new ideas. Mario 

explain that Graf give the managers different leadership courses so they get more motivated 

for their work. Graf bought new trucks to increase their capacity says Mario. 

 

“The competition in the market can help the company to achieve growth since this forces the 

company to develop the products” (Anders, personal communication, April 4
th

, 2013) 

 

Anders says that many customers are concentrating too much on the price but Graf is trying to 

deliver a complete solution to the customers. According to Anders Graf has developed the 

products and production process to stay competitive. Graf develop the employees through 

internal training and external courses says Anders. We also exchange experiences within the 

company to increase the internal capability claims Anders. Anders means that the long-term 

goal is to have the right people with the right skills. According to Anders the company uses 

benchmarking to compare the different business areas to see what they are doing right and 

wrong. The company is also trying to break down the walls between the different business 

areas to make the organization stronger and to make it united says Anders. 

 

Melvin says that concrete is not an import products since it has to be delivered straight ahead 

after production. This has forced Graf to invest in concrete pumps since more than 80 percent 

of the concrete are pumped at the construction sites says Melvin. The government has forced 

the concrete industry to make the concrete mixes less harmful for the environment and Graf 

had to change their recipes claims Melvin. There hasn´t been any major changes in the 

industry that gives a developed products great impact says Petter. Graf has developed their 

internal logistics and a reorganized part of the organization to stay competitive says Petter. 

Petter explains that Graf has tried new effective production methods to produce more products 

on the same square meter. It´s a continuous process to develop the internal capabilities says 

Petter. 

 

“We are trying to break down the walls between the different business areas to make the 

organization stronger” (Anders, personal communication, April 4
th

, 2013) 

 

In general the market has changed to a more global market with lower prices which put higher 

pressure on Graf says Li. To correspond to those changes Graf has adapted the organization 
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and the technical feature says Li. There have been a lot of changes on the market with more 

prefabricated products says Leonard. For instance, products such as walls are now built in the 

factory and just need to mount at the construction site says Leonard. The market is changing 

radically from one year to another explains Mario. The size of the products has changed over 

the years and it´s the architects that decides says Mario. Graf is known for their high quality 

says Mario.  

 

Anders claims that market has changed since some customers have started to import products 

from other countries in Europe. To be able to compete in the dynamic market Graf is always 

trying to be in the front of product development according to Anders. Melvin means that Graf 

has invested in a new ERP system where they have the stock of customers, invoicing and GPS 

system in their trucks so they can keep track of them. This is a complete solution for a 

concrete fabric says Melvin. According to Melvin there is a huge construction project in Lund 

that will create changes in the infrastructure. This will create a huge demand for our products 

claims Melvin. Petter points out that Graf now need to sell complementary products to be able 

to sell their main products. 

 

According to Li the demand for Graf´s products has both increased and declined dependent on 

the business area. Anders says that his business area has high productivity and that the 

personal work on piecework pays. This means that the employees in this business area have 

half the work force compared to competitors in the same business area says Anders. The 

demand of the products has increased since Graf took over the business area claims Anders. 

According to Anders Graf is creating the demand for the products by being creative. Graf has 

created new ways of using the products that has increased the demand for the products claims 

Anders. There has been a high demand for our products but it could have been higher if Graf 

had invested more in marketing says Melvin. The demand for Grafs products is good says 

Petter. 

5.3.2 Access to finance 

 

According to Li Graf mainly uses the own capital but also uses banks to finance the business. 

Li claims that most of the profit is reinvested in the company. According to Li the banks 

affect the company indirectly especially during a recession. Sometimes Graf finds a business 

opportunity but the bank denies the required amount because of the economic situation says 

Li. Leonard claims that Graf is financed by its own capital and that the retained profit is 

reinvested in the company. Leonard says that the bank had a negative impact on the company 

and that is why Graf changed the bank.  

 

“It´s the owner who finance Graf mostly” (Mario, personal communication, April 3
rd

, 2013) 

 

Graf also have bank loans but the loans are very low since the owners has always been careful 

with the banks explains Mario. Graf once had higher bank loans when the CEO was from 

outside the family says Mario. Mario claims that many other companies use the profit very 

fast and forget about the recessions. Mario explain that the retained profit primarily is 
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reinvested and secondly dividend to the owners. According to Anders Graf is not that 

dependent on the banks since the company has high liquidity and capital. The retained profit 

is reinvested in the company says Anders. Melvin means that it´s the owners who finance the 

company. Petter explains that his business area has good liquidity and that Graf uses this to 

support the other business area that is making losses at certain times. Petter says that the 

owner reinvest the retain profit. 

5.4 Internal factors 

5.4.1 Management skills 

 

“The main objective of the management team is to develop the company and to help the CEO 

to elaborate on the growth strategy” (Leonard, personal communication, April 4
th

, 2013) 

 

To develop the management team, Graf offers leadership courses that are individually adapted 

claims Li. There is a management team where the main objective is to develop Graf and to 

help the CEO elaborate on the growth strategy says Leonard. According to Leonard the 

strategic management for all the business areas is at the head quarter. Graf has leadership 

courses for all the managers says Leonard. According to Leonard, he is developing his 

leadership and communicates it to the management team. Graf has a profile that describe how 

they should work says Leonard. According to Leonard Graf have appraisals once a year where 

they discuss the development of the company. Graf conducts a survey to check how the 

employees perceive the management claims Leonard. Mario says that the management 

meetings are where the exchange of the ideas takes place. On the management meetings the 

main objective is to work on finding new solutions and not just to share information claims 

Mario. Graf is developing the management by different courses says Mario. Many people see 

the courses only as costs but it´s an investment claims Mario. The management team is very 

valuable since it´s where the exchanged of information and positive ideas takes place says 

Anders. Anders says that Graf provides the management with leadership courses. According 

to Petter the management team is functioning well. Graf has appraisals between the 

employees, managers and the CEO says Petter.  

 

“The cooperation between the different business areas happens more naturally” ” (Li, 

personal communication, April 8
th

, 2012) 

 

Chosen persons within the management team analyses the market and present their work that 

later on is discussed in the management team says Li. According to Li Graf also has a 

marketing group that is continuously analysing the market. The management team conducts 

analysis of the market to find the competitors and the products that is later on presented in the 

meetings says Li. Li notes that it is of importance that the management team stay in touch 

between the meetings to discuss the business. The cooperation between the different business 

areas happens more naturally since Graf is a group claims Li. According to Li the distance 

between the different business areas is a problem that Graf is working on to solve. According 

to Leonard managers need to analyse their business area and present it to the management 
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team. The discussions in the meetings are of great of importance says Leonard. According to 

Leonard, the CEO conducts an overall business plan and business managers conduct a 

business plan for their business area. Leonard claims that the different business areas need 

cooperate in order to be more efficient on the market. The problem is that each business area 

is specialized in a specific area says Leonard.  

 

“The cooperation between the different business areas should be better since every business 

manager focuses on his area” (Mario, personal communication, April 3
rd

, 2013) 

 

Mario claims that the management team don´t analyze the market enough. Good managers go 

out to the market and interview customers and bring back some samples says Mario. Graf is 

encouraging managers to conduct market analysis explains Mario. Some managers conduct 

market and competitor analysis that is necessary for the strategy claims Mario. The 

cooperation between the different business areas should be better since every business 

manager focuses on his area explains Mario. Mario says that it´s very important that all 

business area share the same key customers or Graf will lose them. The managers in the 

company have to contribute with competitive analysis and SWOT analysis that is collected 

and discussed within the management team according to Anders. The marketing department is 

responsible for all the material that is used for the analysis says Anders. The head quarter of 

Graf is mostly working independent but we provide with help when needed says Anders. The 

different business areas cooperate through joint sales claims Anders. Anders says that there 

are some organizational issues that they are trying to solve. The problems is that they´re now 

working a lot more with the regional managers who are suppose to work for all business areas 

says Anders. Graf need to understand that they have to sell the products from our business 

area too says Anders. This has been a problem since Graf used to be a retailer and are now the 

owner of this business area says Anders.  

 

Melvin claims that most of the management team is willing to gain more market shares. 

Melvin means that he doesn’t have a relation to all of the managers but he is willing to work 

with anyone to earn more money. Melvin says that the ideas are presented in the management 

team to come up with solution. Melvin claims that the cooperation between the different 

business areas is bad since the customers don’t know that we can offer a total solution. Petter 

explains that the managers meet their customers on regular basis to understand their needs. 

The management team also analyze different construction projects says Petter. According to 

Petter the business managers don’t cooperate very much but they recommend each other’s 

customers. 

 5.4.2 Organization and strategy 

 

“The competition in the manufacturing industry is getting harder for each year and the 

development is moving faster” (Li, personal communication, April 8
th

, 2012) 
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The production process is something that Graf work on a daily basis says Li. For instance, 

Graf has shut down unprofitable production lines and replaced some of them says Li. 

According to Li, Graf is always searching for alternative production method to increase their 

profitability. According to Li the structure of the company is somewhere in between 

centralized and decentralized with a matrix design. According to Leonard the manufacturing 

industry has become more automated with more robots and machines that have replaced some 

of the hand making process. This is only for the standardized production but for the 

specialized products Graf need skilled labour says Leonard. According to Leonard the 

automated production process has led to a faster assembling process and less running time. It 

has also led to a shorter lead-time and less man-hours per unit says Leonard. According o 

Leonard Graf is decentralized and a lot of decisions are taken further down in each business 

area.  

 

Mario means that Graf need to stay in the frontline in product development and to always be 

the first with new products. The manufacturing industry has changed from hand production to 

more robots and that why Graf has invested in robots claims Mario. Graf is a centralized 

organization but it should be more decentralized explains Mario. According to Anders it´s of 

importance that Graf continues with their product and production development to stay 

competitive. Anders says that the company needs to look if they have the right product lines. 

Anders claims that there has been a lot of time invested in his business areas because they 

need to sell a complete solution to the customers. According to Anders Graf must now offer 

the customers plastic products or otherwise the customers will buy it from competitors in the 

plastic industry. Graf has removed some product lines since there weren´t any profitability 

according to Anders. Anders claims that there were some machines that weren’t profitable 

according to their analysis so they decided to get rid of them in order to grow in other 

business areas. The organizational structure of Graf is decentralized and they have delegated a 

lot of responsibility to each business area means Anders.  

 

“There have been some changes in the production where the focus was to reduce the costs for 

our products” (Melvin, personal communication, April 9th, 2013) 

 

Graf need to develop the marketing between the different business areas claims Melvin. The 

company needs to create an awareness of their brand by enlighten the customers that they 

exist says Melvin. Today Graf has trucks with their own name on it which has created more 

brand awareness at the construction sites claims Melvin. According to Melvin Graf used to 

rent trucks from the competitors but now Graf has their own trucks. Melvin claims that there 

have been some changes in the production where the focus is to reduce the costs for concrete. 

According to Melvin Graf is a bit centralized with too much decisions made at the top. Melvin 

says that it would be better if each business area could more decisions by themselves. Petter 

explains that there have been some changes in the production towards effectiveness and that 

they now produce approximately 50 % more per square meter.  The delivering capacity has 

increased to be more nationwide says Petter. 
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The management team is responsible for implementation and communication of the strategy 

to the employees says Li. Each business is responsible for the communication but the board 

sets some guidelines of how the strategy should be implemented and communicated says Li. 

Leonard claims that the training for the employees is individually adapted. The business 

managers are couching each other’s employees to be able to get an understanding for the 

different business areas. According to Leonard the strategy is conducted in the board and then 

presented for the management team where they can make inputs and present their ideas. The 

strategy is implemented in different ways depending on the business area says Leonard. Graf 

follow up the business plan continuously to check if it is correctly implemented says Leonard. 

According to Leonard Graf is segmenting the market to be able to find different customers 

and to place them in different categories.  

 

“When developing a strategy it´s important to have the right numbers and calculate on all the 

factors to show the board that it´s a profitable strategy” (Mario, personal communication, 

April 3
rd

, 2013) 

 

Mario explains that if the investment is over one million SEK it has to be approved by the 

board. Graf has planned to implement the strategy by gradually present it to the higher 

management, middle management and then locally for all the staff in each business area says 

Anders. All the employees have to participate in group assignments where they can come up 

with own solutions for the topic that is discussed according to Anders. Anders says that the 

important part is to try to communicate the strategy to all levels in the company and to keep it 

alive.  

 

The training provided to the employees is adapted to the need and situation of the company 

claims Melvin. Graf has a strategy meeting every third year where all the managers are 

involved in the process says Melvin. Graf provides their employees training based on their 

position and appraisal says Petter. According to Petter Graf have meetings every year where 

they discuss the strategy. The strategy is communicated to the business managers who have 

the responsibility to get all employees to understand it in the factories says Petter. 
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6 Analysis 
In this chapter the analysis will be conducted by connecting the empirical data to the 

theoretical framework. In the end of this chapter there is a reflection of the findings. The 

structure of the analysis follows the same patterns as the theoretical framework and empirical 

data.  

6.1 Growth 

All respondents see growth as something necessary for the company, which is in line with 

Doern (2011). Li and Leonard consider growth to be necessary because without it the 

company will stagnate or even shrink. Petter and Melvin explain that growth creates 

opportunities and gives them chance to develop the operation which they find interesting. 

Anders claims that growth is important for the personal development and not only for 

economic benefits. According to Doern (2009) growth gives the firm several benefits (i.e. 

more resources, higher competitiveness and economic benefits). Growth was a way for the 

company to survive by acquiring smaller factories and shut them down. Growth by 

acquisition gave Graf many advantages and extended the delivery capacity which is consistent 

with Doern (2011) that growth can create higher capability and expand resources. Graf has 

also grown organically but still the main growth path was through acquisition which has 

increased their turnover significantly. The acquired factories made the company stronger 

since they could offer their customers a wide range of products.  

6.2 The Entrepreneur  

In order to understand growth in companies’ it’s of importance to understand the intention of 

the entrepreneur which has been shown to be a determinant factor for growth (Davidsson et 

al., 2010; Kolvereid & Bullvag, 1996). All the respondents agree that the owners are 

continuously investing in the company and are also acquiring new factories. These 

investments have a positive impact on the growth of the company which is in line with 

Davidsson et al. (2010), Doern, (2011) and Kolvereid and Bullvag (1996) who claims that 

entrepreneurs that have high growth intention will reach high actual growth. The owners of 

the company are all involved in the development of the business. It´s of importance that the 

entrepreneurs have motivation regarding the growth of the company but they must also take 

necessary actions to be able to proceed with the growth strategy (Andersson & Tell, 2009). By 

being involved in the business as entrepreneurs, they can quickly respond to changes in the 

environment which is according to Hashi and Krasniqi (2011) is important for the firm’s 

growth. Changes in the environment can force the company to make changes in the 

production or entirely new products (Hashi & Krasniqi, 2011). The company has been forced 

to invest in new machineries to be able to deliver to more customers. They have also started to 

sell plastics as a complement to be able to deliver more products, which is in line with figure 

2.1 (The conceptual framework, p. 14) that shows that the competition can affect the internal 

factors.    

Five of the respondents think that the entrepreneurs are responsible for the necessary changes 

which are in line with Hashi and Krasniqi (2011). Melvin on the other thinks that it is the 
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business manager, sales manager and the production managers who are responsible for the 

necessary changes. Anders emphasizes that the management team is responsible for creating 

an environment where it´s possible to make changes. The role of the entrepreneurs is to focus 

on the employee empowerment and planning the organization (Andersson & Tell, 2009).  

Three of the respondents find business opportunities through their network which is in line 

with Aylin et al. (2013) who claims that network can provide new information about the 

market. To achieve growth the entrepreneurs must spot the opportunities and act upon the 

information provided by the network and employees (Hashi & Krasniqi, 2011; Morrison et 

al., 2003). The business opportunities are found through market analysis and by listening to 

the customers says Anders. Mario also emphasizes the importance of listening to the 

employees in the production who might have good ideas.  

Five of the respondents claim that the goal for Graf in the coming years is to increase the 

profitability. The company has achieved high growth rates through acquisition and now the 

primary goal is to stabilize the new business areas to make them more profitable. If change in 

the intention of the entrepreneur appears it will affect the actual growth (Andersson, 2003; 

Baum & Bird, 2010; Davidsson et al., 2010; Kolvereid & Bullvag, 1996).  

All respondents agree that the entrepreneurs play a leading role for the growth in the 

company. Anders emphasizes that the entrepreneurs are role models for the rest of the 

company. The managers points out that the entrepreneurs invest the money so that Graf are 

able to continue to grow. Ideas can´t be implemented without the acceptance of the board 

which gives the entrepreneur the final call.  The role of the entrepreneur is to motivate and 

empower the employees but also to dare to take risks (Andersson & Tell, 2009; Carland et al. 

1984). When entrepreneurs dare to take risks managers can get motivated says Anders.  Two 

of the respondents think that it´s important to motivate the personal to strengthen the 

organization during a recession. On the contrary, two of the respondents think that the 

recession forces Graf to fire people and sometimes to shut down business units. Entrepreneurs 

must control the rate of growth during recessions in order to have a sustainable long term 

growth (Brush et al., 2009). Mario says that the company shouldn’t fire to many employees 

during a recession which is in line with Andersson (2001) who claims that it´s of importance 

for growing companies to have excess employees that are not necessary in the present time. 

Mario points out that the personal is important for the company and that it´s the skilled 

personal that leaves easily since they always have other options. By attracting, developing and 

retaining skilled employees this will affect the probability of achieving growth in SMEs 

(Andersson, 2001; Dobbs & Hamilton, 2007; Olawale & Garwe, 2010).  Two of the managers 

thinks that it´s important to get closer to the customers during a recession since it will create 

trust which is in line with Brush et al. (2009) who claims that carefully managing customers 

relationship is crucial. During recessions Graf tries to act strategically and aim for the long 

term goal. Graf is focusing on the factors that make them successful such as products, quality 

and service. All these must be functional in order to achieve growth.  

It´s of importance that the intention of the entrepreneur is aligned with the competence and 

knowledge about the industry (Morrison et al., 2003). All the respondents have worked with 
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in the same industry for many years and during these years developed knowledge and 

networks. All the respondents agree that the experience is helpful since mistakes aren´t made 

twice. On the other hand, it can constrain new ideas. According to Brush et al. (2009) the 

experience of the market can affect the growth ambition of the entrepreneur. The management 

teams ability to handle growth in the company is dependent on their former experiences 

(Huang & Brown, 1999).      

6.3 External factors 

6.3.1 Competition and market 

The high competition in the market can inhibit the growth of firms´ which means that 

company can’t be able to grow at all (Doern, 2011). Competition is putting pressure on 

several businesses to reduce costs and to enhance the value that is provided to the customers 

(Neely, 1999). Four of the respondents compare Graf to their competitors by asking the 

customer how they perceive the quality and service. According to Melvin, Leonard and 

Anders Graf conducts SWOT analysis to compare themselves with their competitors. 

According to Singh et al. (2008) SMEs need to benchmark themselves with the competitors to 

be able to improve and change towards growth. The competition within the industry is tough 

and the price is a determinant factor. The company tries to differentiate by offering high 

quality to their customers. The competition in the market can force companies to differentiate 

themselves by offering high quality or service (Al-Najjar, 2007; Neely, 1999). It´s important 

that the company shows the customers that they offer other dimension than just the price (Al-

Najjar, 2007; Neely, 1999). The company is trying to have an effective organization to be able 

to give the customers a competitive price. 

 The competition on the market has forced Graf to be in the frontline in most of their business 

areas. They are continuously developing their factories by investing in new machines. The 

changes in the market are forcing SMEs to develop their products, manufacturing and 

distribution (Singh et al., 2008). Graf has an R&D department that is focusing on the need of 

the market. They have been forced to develop some of their products in order to be in the 

frontline. Since concrete has to be delivered straight ahead after production, the company was 

forced to invest in new concrete pumps and trucks.  

The company is trying to new effective production method where they can produce more on 

the same square meter. Graf has also developed the internal logistics and reorganized parts of 

the production to stay competitive.  SMEs can attain competitiveness in the market by 

increasing their productivity (Al-Najjar, 2007; Singh et al., 2008). To be more productive a 

company can develop their internal capabilities such as machinery and new equipment (Al-

Najjar, 2007; Singh et al., 2008). The demand on the market has changed to more 

prefabricated products. Products such as walls are now built in the factory and mounted 

directly at the construction sites. Low demands for products can create new demands for 

SMEs (Amarjit & Nahum, 2012). 
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The market is dynamic which means that change happens from one year to another and that’s 

why Graf always is trying to be in the frontiers of product development which is in line with 

figure 2.1 (The conceptual framework, p. 14). They have invested in a new ERP system which 

makes the distribution more efficient. The competition is putting pressure on SMEs to reduce 

costs and to enhance the value that is provided to the customer (Neely, 1999). The demand for 

Grafs products is good which can create growth opportunities (Hashi & Krasniqi, 2011; 

Olawale & Garwe, 2010). According to Singh et al. (2008) changes in technology, customers 

need and competition are forcing companies to develop their ways of operating. Graf is well 

aware of the products and pricing of their competitors who make it easier to adapt their 

products and prices to be competitive. Graf has developed unique products that no 

competitors have. To be in the frontline of product development makes the company more 

competitive says Li. Graf has taken actions to shut down several business units which were 

not profitable. This was done to be able to develop other units that had potential to be more 

profitable.  

6.3.2 Access to finance  

A company that has adequate access to finance is more likely to grow more than a company 

that has a lack of financial resources (Cassar, 2004; Moreno & Casillas, 2007; Olawale & 

Garwe, 2010).  The money that is invested in Graf comes mostly from the owners which are 

not consistent with Sjögren and Zackrisson (2005) together with Winborg and Landström 

(2001) who claims that banks is the main financer for SMEs. The age and size of the SME are 

factors that affect the financial access (Andersson, 2001; Olawale & Garwe, 2010). Graf is 

over 80 years old and have as time passed created their own capital, which they are using for 

investments. The owners are reinvesting the profit to continue to grow, which is in line with 

Olawale and Garwe (2010) who claims that retained profit can be used to grow further.  

Graf has been very careful not having too high loans and instead used their own capital. The 

company used to have higher bank loans when the CEO was not one from the family, which 

is in line with Sjögren and Zachrisson (2005) who claims that banks are a common way of 

financing SMEs. Mario think that retained profit should be invested in the company and 

points out that many other companies do not reinvest. Retained profits can be used to achieve 

further growth and can help the entrepreneur to exploit opportunities (Moreno & Casillas, 

2007; Olawale & Garwe, 2010).  Graf is not dependent on banks since the company has high 

liquidity and capital which is not consistent with figure 2.1 (The conceptual framework, p. 

14). The company uses the liquidity from business areas that are making high profit to support 

other business areas that are making losses at the moment. According to Moreno and Casillias 

(2007) financial resources are fully transferable which means that the company can use the 

resources to grow further.  



Barriers for growth of a SME in the Swedish Manufacturing Industry 

 

 

  
    42 

 

  

6.4 Internal factors  

6.4.1 Management skills 

Graf offers the management team training that is individually adapted. It´s not appreciate by 

everyone since some see the training as costs and not as an investment says Mario. SMEs 

must develop their managerial skills that are required within the sector they operate in (Aylin 

et al., 2013; (Olawale & Garwe, 2010; Singh et al., 2008).  Management skills are internal 

factors that can affect the growth of a SME (Amarjit & Nahum, 2012). The competition in the 

market has forced Graf to have more effective organization in order to drive down the prices. 

This is consistent with figure 2.1 (The conceptual framework, p. 14) which shows that the 

company can adjust to handle the external changes through the internal factors. 

 According to Leonard the management team is suppose to develop the company by helping 

the CEO to elaborate on the growth strategy which is in line with figure 2.1 (The conceptual 

framework, p. 14). The main objective in the management meetings is to find new solution 

and not to share information. The management team have key role in improving the 

company´s business performance and competitiveness (Aylin et al., 2013). Managers must 

analyze their position on the market and check for changes in the external environment (Aylin 

et al., 2013). Products and markets, production methods and changes in the organization are 

possible dimensions that the management team needs to reconsider (Smallbone et al., 1995). 

The management team at Graf conducts market analysis and competitor analysis that is later 

on presented in the management meetings. Mario doesn’t agree since he thinks that the 

management team doesn’t analyze the market enough which according to Aylin et al. (2013) 

can be a barrier for the business growth.  Mario points out that good managers are suppose to 

go out on the market and interview customers and bring back samples from competitors. The 

company is encouraging managers to conduct market analysis. Anders says that he conducts 

SWOT and competitor analysis which is in line with Henry (2008) and Jönsson and 

Strannegård (2010) who claims that managers should develop a strategy based on a SWOT 

analysis. The material that is used for the analysis is provided by the market department 

which shows that Graf is encouraging the management team to conduct market analysis. 

Many SMEs have a lack of managerial competencies which can lead to failure (Aylin et al., 

2013; Olawale & Garwe, 2010).  

According to Leonard the strategic management for all business areas is at headquarters. It´s 

at the headquarter where the strategic decisions and investment decisions are made which is 

not consistent with Singh et al. (2008) who claims that the owners should delegate power and 

responsibility to achieve growth as this is a major problem in SMEs. The management team is 

responsible to develop a growth strategy for the company (Andersson, 2001). The 

management team is valuable for the managers since it´s where the exchange of information 

and ideas takes place. Parts of the management team analyze the market and present their 

work at the meetings. Li says that it´s important for the managers to stay in touch to discuss 

the business. The management team should develop a strategy based on the market analysis 

which should be dependent on the core competence and the management of the company 
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(Andersson, 2001; Jönsson & Strannegård, 2010).  Most managers meet their customer on 

regular basis to understand their needs but they also analyze different projects to foresee the 

need of the market which is in line with Henry (2008) and Jönsson and Strannegård (2010) 

who claims that management team must analyze the sector to find opportunities and to foresee 

the environmental changes.  

There is a lack of communication between the different business areas. The CEO is 

developing his leadership and then communicates the knowledge to the rest of the 

management team. This is not in line with Aylin et al. (2013) who claim that the management 

team must continuously develop their skills that are required for their sector. The lack of 

management skills is a barrier for the business growth and can even lead to failure (Aylin et 

al., 2013; Olawale & Garwe, 2010).  The cooperation between the business areas is not good 

and need to be more efficient. Each business area is specialized which is a problem. The 

different business areas don’t share the same key customers which affect the customers’ 

perception of the products. The characteristics of the served markets should be taken 

inconsideration while formulating the strategy (Williamson et al., 2012). The company has 

joint sales in which different business areas cooperate but there are problems since they don’t 

prioritize all business areas. According to Li the cooperation between the business areas 

happens more naturally which shows that the lack of cooperation can be an obstacle for the 

managers if the company is serving several business areas with different structures 

(Williamson et al., 2012).  

Most of the management team is willing to gain more market shares. Melvin points out that he 

doesn’t have a relation to all managers but he is willing to work with anyone to earn more 

money which is consistent with Huang and Brown (1999) who claims that the perception of 

organizational issues is dependent on the motivation and knowledge of the manager. There 

has been a problem in how the company perceives the different business areas since they used 

to be retailer and are now the owner of the business areas. According to Li, the cooperation 

happens more naturally since Graf is a group. This is consistent with Huang and Brown 

(1999) who claims that the organizational issues are perceived differently by the managers.  

6.4.2 Organization and strategy 

The company is having organizational issues that they are trying to solve which can be a 

barrier for growth (Huang & Brown, 1999). According to Leonard and Anders, Graf is a 

decentralized organization where a lot of decisions are taking further down in the 

organization. Mario and Melvin consider Graf to be a centralized organization with too many 

decisions made at the top.  Both respondents think that each business area should take more 

decisions by themselves which is in line with Andersson (2001) and Windt et al. (2008) who 

claims that the dynamic market has changed the way manufacturing company works from 

being centralized to being more decentralized. The decentralized organization is more flexible 

to changes in the environment (Andersson, 2001; Windt, 2008). According to Anders Graf 

has delegated a lot of responsibility to each business area. Flexibility in manufacturing 
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companies is of importance since it affects the expected sales, flow-time and output (Dinga et 

al., 2013).  

Graf is working to reduce costs and they have shut down units that weren´t profitable to be 

able to grow in other business areas. This was decided after doing an analysis on the machines 

to see if they had potential to increase the production efficiency which is in line with Dinga et 

al (2013) who claims that the changes in the industry has brought attention to the production 

decision problem in firms. Petter says that Graf now are more efficient in the production after 

going through some changes, which is in line with figure 2.1 (The conceptual framework, p 

14). By increasing the manufacturing performance and productivity, it will lead to greater 

competitiveness (Singh et al., 2008). Machineries and robots now do the standardized 

productions says Mario. The skilled labour now focus on specialized products claims 

Leonard. Grafs automated production process has lead to a faster assembling process and 

shorter lead- time. There have been changes in the production process to reduce the costs for 

the products. The changes has led to a proximately 50 % more efficient production. The 

company has also increased their capacity delivery to be more nationwide. This is in line with 

Singh et al. (2008) who claim that manufacturing performance and productivity will make the 

company more competitive.  

Graf need to stay in the frontline of product development to always have latest products. The 

company has started a R&D department to continue and to expand their production 

development and product lines. The changes in the structure of the manufacturing industry are 

caused by factors such as shorter products lifecycle, product substitutes and more complex 

products (Andersson, 2001; Windt, 2008). This is in line with figure 2.1 (The conceptual 

framework, p. 14) which shows that external factors such as competition and market can 

affect the internal factors. Graf must now offer their customers plastic products as part of their 

complete solution or otherwise the customers will buy it from competitors.  

The management team is responsible for the implementation and communication of the 

strategy. The board sets the guidelines of the strategy should be implemented and 

communicated which the managers are responsible for. The board is conducting the strategy 

which is later on presented for the management team so they can make inputs and present 

their ideas. The implementation of the strategy is dependent on the business area. Graf follow 

up the business plan continuously to see if it´s correctly implemented in all business areas. It´s 

the managers’ responsibility to create an organization and formulate a strategy which can be 

implemented to attain growth (Andersson, 2001; Davidsson et al., 2010; Roberts, 2007). It´s 

important for the managers to have the right numbers and to calculate on all the factors to 

show the board that they have a profitable strategy. An investment that costs more than one 

million SEK has to be approved by the board. The company has planned to implement the 

overall strategy by gradually present it to the higher management, middle management and 

then locally for all the staff in each business area. It´s important to communicate the strategy 

to all levels in the company and to keep it alive explains Anders. The company should have a 

clear strategy for the employees and customers so they can see where the company is heading 

(Andersson 2001; Henry, 2008; Williamson et al., 2012). If the strategy isn´t clear, employees 
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and customers can get confused on what the company is providing the market or why they 

exist at all (Andersson 2001; Henry, 2008; Williamson et al., 2012). It´s the managers 

responsibility to make sure that every employee knows in what direction the company is 

heading and what goal they´re trying to achieve (Andersson, 2001; Henry, 2008).  

According to Leonard the company is segmenting the market to be able to categorize their 

customers. The company need to develop the marketing between the different business areas 

claims Melvin. The firm must adjust the process in which the organization interacts with the 

firm’s strategy as the market changes (Andersson, 2001; Jönsson & Strannegård, 2010; 

Roberts, 2007). The customers need to be aware of their brand and what they offer from their 

different businesses. According to Anders, Graf need to understand that they need to sell 

products from all business areas. There should be a fit in the strategy and organization and 

between these and the competitive market (Andersson, 2001; Jönsson & Strannegård, 2010; 

Roberts, 2007). The company now has working with the regional managers who are supposed 

to work for all business areas. There have been some organizational issues about the 

cooperation which they claim is in progress. The company conducts an overall business plan 

and each business managers conducts a business plan for their area. Most SMEs will face 

issues in their existing strategy and organization and this can often create a dilemma whether 

there is a need for a strategic or organizational change (Roberts, 2007).  

6.5 Reflection  

All the respondents agree that the owners are investing in the company but also in new 

factories.  We are critical to the fact that all the entrepreneurs are both in the management 

team and the board. This can create dilemma in the decision making process regarding the 

investments. Since the entrepreneurs have other position within the company it can affect 

decisions taken at the board. We would argue that the board loses its purpose when having 

internal managers taken the decisions that affects the whole company. This could also be 

noticed when conducting the interviews with the entrepreneurs. They asked us if they should 

answer as board members or as their position in the company. We would question if the 

entrepreneurs can separate their view of the company just by asking which role they should 

take when answering the questions. It could also be noticed that the management team and the 

entrepreneurs had different views of how the company deals with upcoming issues such as 

recessions. This could be an indication of lack of communication. There is however upsides 

of having a large management team because they can build trust between each other during 

their meetings. By having board members in the management team they can share more 

information with each other and over time develop mutual trust. The board may then be 

willing to invest more capital in the company since they trust the management but it can also 

be dependent on the fact that they get more insight in the organization which can make them 

more confident in the decision regarding the finance of the different business areas. The 

different business areas are specialized in different products, which requires different strategic 

approaches. For instance, one business area may have different production methods, lead 

times and distribution channels than others. By having board members in the management 

team they will get more insight in the different business areas which can affect the decisions 
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in the board. A certain business area may require more finance than others, which can be 

difficult for the board to understand if they don’t have enough insight in all business areas. 

We would argue that if the board have the right strategic approach by being involved in all 

business areas it will affect the decisions regarding investments and the finance of the 

company. By being more involved in the organization the board can get more information 

regarding their products and if there is a need to change, remove or add any product lines. The 

fact that the company has shut down unprofitable production lines shows that it´s of 

importance to have information regarding the products and production. The CEO pointed out 

the importance of taking the right actions regarding the production to be able to achieve 

further growth. The company has also been forced to develop some products to keep them 

competitive. We would argue that it´s crucial for the board to have knowledge about their 

products to be able to quickly respond and to take the necessary actions regarding the 

products and production.  

 “The cooperation between the different business areas happens more naturally” ” (Li, 

personal communication, April 8
th

, 2012) 

The communication problem could also be seen between the different business areas. For 

instance, highly prioritized customers at business area “A” could be a low prioritized 

customer in business area “B” which is not in line with the company’s policy that gives 

prioritized customers 25 % discount. The company was aware of this problem and trying to 

solve it by improving the communication during the management meetings.  

Since the competition is tough we would argue that the company needs to focus on the 

product development. We could see that the company just recently opened an R&D 

department to work with improving their products and production process. They have also 

been investing in robots and new trucks, which is an indication that the market has potential 

for growth. These kinds of changes can help the company to achieve organic growth. We 

would argue that the organic growth is mostly dependent on the product, production and 

distribution, which could be noticed during the interviews. The company has grown mostly by 

acquisition where they faced other barriers for growth. To grow by acquisition the company 

had to gather the information externally which means that they have to rely on their customers 

and different business relations to find and exploit this kind of business opportunity. The 

company faced barriers for growth after acquiring a factory, which was to find a proper 

management that has the required knowledge to run the new factory. The new management 

must also have knowledge about the other business areas to be able to cooperate and to work 

towards the same goals as the whole company. 
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7 Conclusion 

In this final chapter the answer to the research question will be presented. Furthermore, the 

result of the study will be discussed and reflected upon. Finally, suggestion for future 

research will be presented.  

The purpose of the study was to get a deeper understanding for the barriers that inhibit growth 

of SMEs in the manufacturing industry. This was done by studying the entrepreneur, the 

internal and external factor that inhibits growth of SMEs. The research question we intend to 

answer is: 

 What inhibit the growth of a SME in the manufacturing industry? 

The study shows that the intention of the entrepreneur is a determinant factor for growth 

which in line with Andersson (2001), Davidsson et al. (2010), Kolvereid and Bullvag (1996), 

Morrison et al. (2003) and Zhou and De Wit (2009). The entrepreneurs are as in this case the 

ones that are holding the financial resources and since the manufacturing requires investments 

to be able to grow, they can be a barrier for growth. The investments has a positive impact on 

growth of SMEs in the manufacturing industry  which means that if the entrepreneur is not 

willing to invest in the company, they will be perceived as a barrier for growth. It has been 

shown that acquisition is a common way of growth in the manufacturing. This is also an 

indication that the entrepreneurs play a significant role on the growth of SMEs in the 

manufacturing industry. The entrepreneurs must be motivated and involved in the growth 

strategy to be able to respond to the changes in the environment which according to Hashi and 

Krasniqi (2011) is important for the growth of SMEs. 

 It was found that the entrepreneurs were responsible for the necessary changes in the 

organization and to create an environment that encourage changes towards growth. The 

presented ideas can´t be implemented without the acceptance of the board which gives the 

entrepreneurs the final call. To be able to grow, business opportunities must be found. It can 

be found through market analysis, network and information from the customers and 

employees. The opportunity to grow organically and by acquisition was found through the 

information gather from the network in which the customers’ employees are included. This 

shows that the entrepreneur can inhibit the growth if unable to act upon the information 

provided by the network.  

The study shows that the competition and market can inhibit the growth of SMEs in the 

manufacturing industry. The study shows that SMEs in the manufacturing industry should 

differentiate themselves by offering high quality and service. To be able to differentiate and to 

have a competitive price the SMEs should have an effective organization which shows that 

the external factor for growth affect the internal factors. It has been found that product 

development is an important factor for growth in the manufacturing industry. The competition 

is forcing SMEs to continuously develop products to stay in the frontline in their business. To 

have high productivity is important in the manufacturing industry to stay competitive. SMEs 

in the manufacturing industry must adapt to the changes in the environment or it will be an 

obstacle for growth. SMEs in the manufacturing industry must calculate on their production 
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lines to see if they are profitable or if there is a need to shut down a unit. The resources can 

instead be used to develop production lines that have potential to grow. Sometimes SMEs 

need to develop their internal capabilities in order to increase their productivity which leads 

back to the growth intention of the entrepreneur. This shows that the competition and market 

have an impact on the entrepreneurs and that they need to respond and take necessary actions 

to grow.  

The study show that access to finance is more of a prerequisite than a barrier since not having 

that acquired capital the SME in the manufacturing industry can´t grow extensively. SME that 

has been reinvesting the profit in the company for a long time and have a strong liquidity is 

more likely to grow than companies that have a lack of financial resources. In order to exploit 

business opportunities the company needs to have access to finance which means that it´s a 

prerequisite. There are high investment costs in the manufacturing industry which means that 

if the company needs to make any changes they must have extensive access to finance. This is 

why access is a prerequisite.  

The study shows that the internal factors are the most significant barrier for SMEs in the 

manufacturing industry which is in line with the study of Zhou and De Wit (2009). The study 

shows that SMEs must provide the employees with the appropriate training to get a more 

effective organization. By having an effective organization, it will affect the growth of the 

company in a positive way and if not, it can inhibit the growth. The study also shows that the 

management team must continuously develop their skills because lack of management skills 

is shown to be barrier for business growth. If the management fails to conduct market and 

competitor analysis they will not have the appropriate knowledge of the market. It has been 

shown that products and production development is an important factor for the growth of 

SMEs in the manufacturing industry. The study shows that it´s the managements 

responsibility to analyst the market to see if there is a need for product development. It has 

been shown that delegation of power and responsibility has a significant role on the growth of 

SMEs which is consistent with Singh et al. (2008) who claims that it´s a major problem in 

SMEs. The study shows that SMEs that don’t delegate power will face a barrier for growth. 

The lack of communication is a significant barrier for growth which also affects the 

cooperation within the organization. The lack of cooperation can inhibit the growth if the 

company is serving several business areas with different structures. Business in the 

manufacturing industry can be specialized which can lead to problems in the cooperation.  

Organizational issues have been shown to be a significant barrier for growth in SMEs in the 

manufacturing industry. The study shows that centralized organization can inhibit the growth 

since decisions need to be taken further down in the organization to be more flexible. 

Production decision problems has been shown to inhibit the growth since SMEs must analyze 

the production lines to find the ones that have the potential to grow and the ones that aren´t 

profitable. SMEs in the manufacturing industry need to stay in the frontline of production 

development and to respond to the changes in the industry which shows that the internal 

factors can inhibit the growth and that it´s affected by external factors. Lack in the 

communication of the strategy can inhibit the growth since it has to be implemented 
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differently in each business area. It has been shown that it´s the managers responsibility to 

formulate a strategy that can be implemented to attain growth. Furthermore, the managers 

must make sure that employees and customer can understand where the company is heading. 

It has also been shown that SMEs face issues in the existing organization and strategy, which 

means that they need to make a change, or the strategy can inhibit the growth. 

 

 

 

 

 

 

 

 

 

7.1 Summarizing model of the findings (Own processing) 

The circles in the model represent the barriers for growth of SMEs in the manufacturing 

industry. The size of the circles shows which barrier is the most significant. This model is 

slightly different from the conceptual framework (Figure 2.1) where access to finance is more 

of a prerequisite in this model. This is shown by the red lines around the growth circle to 

illustrate the difference between the barriers and prerequisite. The size of the growth circle 

has nothing to do with the findings in this study.  

7.1 Managerial implications 

Several managerial implications have been found for this study. These implications are 

suggestions of how SMEs can overcome barriers in the manufacturing industry. Managers and 

entrepreneurs should be willing to invest in more efficient production methods as the market 

changes. This since the study shows that investments have a positive impact on the growth of 

SMEs in the manufacturing industry. The cooperation between the different departments of 

SMEs in the manufacturing industry is crucial for the growth. It´s of importance that 

managers continuously gather information from the network in which customers and 

employees are included. This can help the managers to spot business opportunities that can 

lead to business growth. The opportunity to grow can be organically or by acquisition. It has 

been shown that the employees and management often spot information that can lead to 

organic growth within the company, which means that the information is already in the 

company and it´s the managements´ responsibility to exploit the information. The 

communication within the organization should be in focus since different departments within 

the organization can be specialized which means that they may not have enough information 
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about the other departments. Lack of communication can also give the board wrong or 

misrepresented information about the different departments, which can lead to incorrect 

decision that can have negative effects on the company. The cooperation between the 

different departments of SMEs in the manufacturing industry is crucial for the growth, 

especially for the organic growth. 

7.2 Theoretical implications and future research 

We have seen some interesting theoretical implications that can be of interest for further 

research while conducting this study. The organizational structure and delegation of power are 

significant barriers for growth which is why it would be interesting to conduct further studies 

with focus on the organizational issues in SMEs. This since the different business areas can 

vary a lot which may require a high degree of delegation. Managers and employees in a 

certain business area can possess significantly more information than the managers at 

headquarter which can create problems if there is not enough delegation. As shown in the 

study the entrepreneurs’ intention to invest in the company is of importance for further 

growth. It would be interesting to study the relation between the investments and the growth 

of SMEs in the manufacturing industry. The involvement of the entrepreneur in the 

organization can have an impact on the investment decision, which could be interesting to 

include in further research.  

The entrepreneurs’ intentions affect the growth of a SME in the manufacturing industry. Since 

the intention can be dependent on different factor in would be interesting to see if the 

entrepreneurs’ background can have an impact on the growth of the company. The 

entrepreneur can for instance have a background and history in the company and well aware 

of how the organization is working. On the contrary the entrepreneur can be from outside the 

organization or even outside the industry. These different backgrounds of the entrepreneur 

could affect the intention and decisions of the entrepreneur. Further research can be made by 

investigating in a company who has external board members to compare to this case in which 

the board has several positions within the same company.  

Since the product development has been shown to be an important factor for growth in the 

manufacturing industry there is a need to investigate in how the product development affect 

the growth of SMEs in the manufacturing industry. The product development has been shown 

to mostly affect the organic growth of the company. It could be of interest to investigate in the 

approaches for growth within the manufacturing industry to see and compare what is the best 

approach. This since it has been shown that growth can be achieved either by acquisition or 

product development. In this case it was shown that the main part of the growth was achieved 

through acquisition. To be able to generalize these findings we would first suggest 

investigating in how other SMEs in the manufacturing are achieving growth. This case study 

has shown that acquisition is a common way of growth in the manufacturing industry, but 

other companies could use different approaches to attain growth that means that there could 

be other barriers depending on how they chose to grow. The generalization could be possible 

if other SMEs in the manufacturing industry are using the same approach to attain growth.  
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Appendix 1 Interview guide 

 Name? Age? 

 Years working at Graf AB? 

 Position in company? 

 Education?  

1. What benefits do you see of growth? 

2. What growth patterns have you seen at Graf AB? 

3. Do you see yourself as an entrepreneur? Why/ Why not? 

4. Who is responsible for the necessary changes in the organization? 

5. How do you find business opportunities? 

6. Can you describe your growth intentions for Graf AB? 

7. What is the future plan for Graf AB? 

8. What role does the entrepreneur play for the growth? 

9. How do you react when a recession appears? 

10. What role does your experiences of the market play regarding the growth of the 

company? 

11. How do you compare Graf AB to your competitors? 

12. How do you perceive the competition? 

13. In what way have the competition on the market forced you to develop new 

products? 

14. In what way have you developed the internal capabilities to stay competitive?  

15. How is the market changing? What do you do to correspond to those changes? 

16. How do you perceive the demand for your products on the market? 

17. Where do you get your finance from? (Banks, owners?) 

18. What impact do the banks have on your firm? 

19. What do you do with the retained profit? 

20. What do you think about the management team at Graf AB? 

21. What does Graf AB do to develop the management? 

22. How does the management analyze the external environment?  

23. In what way does the management develop the growth strategy? (Internal, 

External) 

24. Do you have different managers in each business area? If so, how do they 

cooperate?   

25. Have you faced any organizational issues? If so, in what way? 

26. How do you stay competitive in your sector? 

27. Have you noticed any changes in the manufacturing industry? If so, in what way? 

28. Have there been any changes in the products or production process? If so, what’s 

the impact on growth? 

29. What´s the structure of your organization? (Decentralized, Centralized? 

30. What type training do you provide to the employees?  

31. How do you implement the firm’s strategy? 

32. How do you analyze the market? 
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Appendix 2 Operationalization Schedule  
 

 

  

Barriers for 
Growth 

Internal factors 

Management 
skills 

Question 19-23  

Organization & 
Strategy 

Question 24-32 

The 
Entrepreneur 

Question 3-9 

External factors 

Competition & 
Market 

Question 10-15 
 

Access to 
Finance 

Question 16-18 
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