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This research assesses the use of growth as performance indicator in entrepreneurship
and management research. We have examined data from the following sources. First,
we performed a scholar.google.com based analysis of title words such as performance
growth, expansion, profit, profit(ability), value and success in articles published in the
last ten years in outlets identified by Fried (2003) as ‘appropriate outlets for
entrepreneurship research’, focusing on the top ranked broader management journals
in his analysis (AMR; AMJ; SMJ; ASQ; OSC; MSC; all ‘level 1°) and the top five
niche journals (JBV; ETP; SBEJ; ERD; JSBM; levels 1-3). Second, we investigated
more closely what performance indicators were used in articles published in the last
three years in the top niche journal (JBV) and the two top empirical mainstream
journals (AMJ and SMJ). Third, we searched the ICE part of the Julia database, which
is a special collection covering all kinds of publications in entrepreneurship and small
business, at www.hj.se/ice. These investigations of performance criteria do not aspire
to be complete but we hold that they suffice for giving an accurate account of the
main tendencies we discuss below. Our review also draws upon our prior knowledge
of these literatures, in particular research on entrepreneurship and the performance of
small and medium-sized firms.
The use of firm growth as (sole) dependent variable in business research does

not necessarily indicate a blind assumption that growth is always good for a firm’s
stakeholders. However, there is little doubt that entrepreneurship researchers show

much more interest in growth than in profitability, and often interpret the former as



‘success’. Our searches of the ICE part of the Julia database at www. hj.se/ice shows
that in entrepreneurship research, ‘success’ as title word is about four times more
common than profit and its derivatives. ‘Growth’ as title word is about ten times as
common as ‘profit’, ‘profitable’ and ‘profitability’ combined. Further, a deeper look
reveals that in many of the works ‘success’ is operationalized as ‘growth’, often
without explicit justification for making this connection. A quantitative indication is
that the in ICE/Julia the combination ‘success’ and ‘growth’ is about six times more
common than ‘success’ combined with either ‘profit’ or ‘profitability’, whether title
word or free text (abstract) is used. Although value creation or similar terms are
frequently included in definitions or delineations of entrepreneurship (e.g., Gartner,
1990; Hisrisch & Peters, 2002; Morris, Lewis, & Sexton, 1994) they are almost never
included as an explicit, operationalized variable (except for in research on initial
public offerings, cf. Daily, Certo, Dalton, & Roengpitya (2003); presumably for data
availability reasons. Sometimes growth and profitability are used jointly in
entrepreneurship research (e.g., Wiklund, 1999), showing at least implicit
understanding that it is profitable growth that creates value.

The preoccupation with growth is no doubt greater in entrepreneurship
research than in strategy and general management research. A search on
scholar.google.com for ‘all in title’ in Fried’s (2003) top five entrepreneurship
specialty journal reveals that the ratios for ‘growth or expansion’ to ‘performance’ as
title words is 0.91, compared with 0.16 for the top six mainstream management
journals. Using the same journals the ratio of ‘profit(ability)’ to ‘growth or
expansion’ is 0.08 in entrepreneurship and 0.38 in mainstream management research

outlets.



This greater interest in growth in entrepreneurship and small business research
is not totally without justification. Young and small firms may have a greater need for
growth in order to achieve legitimacy and survival (Aldrich & Auster, 1986;
Davidsson, 1991; Stinchcombe, 1965; Storey, 1994), and reliable data on their
financial performance can be impossible to collect from small firms and may be
irrelevant for very young ones (Brush & Vanderwerf, 1992; Chandler & Hanks, 1993;
Van de Ven, Hudson, & Schroeder, 1984; Walsh & White, 1981).

However, there is obviously more to the strong interest in growth in
entrepreneurship research than data availability. Gartner (1990) showed that growth
was one out of eight themes that professional users commonly associate with the
entrepreneurship concept. Stevenson and Jarillo 91990:21, 25) argued that
‘Entrepreneurship is the function through which [firm] growth is achieved’ and
described entrepreneurial behavior as ‘the quest for [firm] growth through
innovation’. Livesay (1995) chose ‘Entrepreneurship and Growth’ as the title for his
two-volume collection of essential readings in the field, and Sexton and Smilor,
1997):97) explicitly stated that ‘Growth is the very essence of entrepreneurship’ (cf.
Sexton and Bowman-Upton, 1991). Arguably, such assertions build on an assumption
that growth reflects value creation.

The mainstream strategy and management literatures usually refer to the
conceptual dependent variable as ‘performance’ and rarely use ‘success’ as title word
(i.e., the performance/success title word ratio is much higher in leading management
journals than in ICE/Julia). Performance is often assessed through indicators of
profitability only (see e.g., Goerzen & Beamish, 2005) for a review as well as an
example). When included, growth is used alongside profitability measures, either

separately (e.g.,. Baum & Wally, 2003; Cho & Pucic, 2005; DeSarbo, Benedetto,



Song, & Sinha, 2005; Florin, Lubatkin, & Schulze, 2003; Kim, Hoskisson, & Wan,
2004; Peng, 2004) or combined in an index (e.g., Davies & Walters, 2004; Garg,
Walters, & Priem, 2003; J Wiklund & Shepherd, 2003). However, leading
management journals also publish studies where growth is either the only
performance criterion (e.g., Dussauge, Garette, & Mitchell, 2004; Lin & Gemain,
2003; Mishina, Pollock, & Porac, 2004; Singh & Mitchell, 2005) or accompanied
only by survival and hence no profitability assessment (e.g., Batt, 2002; Henderson,
1999). Further, there is little open questioning of growth as performance indicator.
When growth is included it is as a positive indicator of firm performance.

What is being questioned in this literature is rather the relevance of accounting
measures of profitability. For example, Hawawini, Subramanina, & Verdin (2003:1)
hold that ‘Most accounting-based measures are not consistent with value
maximization.” The critique has lead researchers to increasingly include future- and
value-orientated indicators instead of, or in addition to, only considering accounting-
based measures of profitability (e.g., Kor & Mahoney, 2005; Lu & Beamish, 2004).

In summary, growth is often used as sole or main indicator of ‘success’ in
entrepreneurship research and there are also other clear signs of a ‘pro-growth bias’ in
that line of research. In mainstream management and strategy research a strong focus
on profitability is common. When used, however, growth is uncritically accepted as a
positive indicator of performance. The possibility that growth under some
circumstances could be negatively related to a more ‘final’ outcome criterion such as
firm value is typically not considered or investigated. Given the low and inconsistent
relationship between growth and profitability (see Davidsson, Steffens and

Fitzsimmons, 2005) this suggests an overly uncritical view on growth prevails in



management research as well, although not to the same extent as in entrepreneurship

and SME research.
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