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Purpose: 
In nowadays economy, the role of Small and Medium Enterprises (SMEs) is continually 
increasing as they represent the primary source of employment, economic development, 
poverty alleviation, new product development, and innovations. The SMEs' growth depends 
mostly upon its internal factors like the entrepreneur related factors and firm related factors. 
The main objective of this research is to explore how these internal factors influence SMEs' 
sales growth.  
Design/methodology/approach: 
For our research purpose, we have used a sample of 600 business owners of SMEs across 
Kosovo, and the multivariate regression analysis is developed to test the four hypotheses 
that we have set.  
Findings: 
In our research, we did not find any significant statistical relation for the positive effect of 
the entrepreneur's education on SMEs' sales growth. We found negative support to our 
hypothesis: Female Entrepreneurs will be positively related to SMEs' sales growth. Our 
research results indicate that variable Business age have an impact on the firm's sales, 
whereas, regarding the firm size, our results indicate that the bigger is the number of 
employees within a firm, the firm will experience the higher sales growth.  
Research implications: 
Based on our research results, we suggest that entrepreneurs should attend long-term and 
high quality training considering their positive effects on the firms' growth, whereas female 
entrepreneurs and managers should improve their management and business skills, cash 
flow and, technical skills and create sustainable networks. 
Originality/value: 
This paper will contribute to existing theory by filling the gap in the literature on the 
impact of the entrepreneur and firm related factors on small and medium enterprise growth 
with empirical evidence from a unique transitional country. 
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1. Introduction 
SMEs are considered as a significant factor for economic growth in any economy. Their importance is well known 
worldwide as the generator of employment and innovations. In Kosovo the unemployment rate is the highest when 
compared to the other countries of the region. For the period from 2001 until 2019, the average unemployment rate in 
Kosovo was 34.69 percent, in the fourth quarter of 2001 reached an all-time high of 57 percent and in the third 
quarter of 2019, a record low of 24.50 percent was recorded (Trading Economics, 2020).  

The unfavorable economic conditions in Kosovo disables the government to generate new working places and 
decrease unemployment. Therefore, the development of entrepreneurship and SMEs remains as the main provisions 
for economic growth, employment, and social welfare in Kosovo. The main purpose of this research is to identify how 
internal factors such as the entrepreneur related factors and firm related factors have an impact on SMEs' growth. 
This paper intends to identify which is the contribution of the entrepreneur's age and gender to SMEs growth and to 
explore the impact that the firm's age and size have on the SMEs' growth. Given the gap in the literature on the 
impact of the entrepreneur and firm related factors on small and medium enterprise growth from transition 
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developing countries, the overall purpose of this research is to contribute to existing theory with empirical evidence 
from a unique transitional country – Kosovo. 
 
2. Theoretical background 

 
Firm’s growth presents one of the main concerns of entrepreneurs and researchers for many decades: since it has been 
discussed and measured in many different ways (Davidsson and Wiklund, 2000). According to Penrose (1959), the 
term “growth” sometimes presents only an increase in an amount, e.g., growth in profit, sales, production, export, 
whereas sometimes, it is used indicating an enhancement in quality after a process improvement. Whetten (1987) has 
operationalized the distinction between growth and size, who indicated that size, is an absolute measure, while growth 
is a relative measure of size throughout time. Based on numerous theories, growth appear in many different forms of a 
company’s operations, such as sales, market share, clientele, employment, and cash flow (Murphy et al., 1996).  

After reviewing the literature from 48 empirical studies Gilbert et al., (2006) concluded that there is no single 
overriding measure of new firm growth, and the most important measures are in terms of employment, sales, and its 
share of the market. According to Robinson (1999) sales growth provides information about revenue trends 
throughout time and presents information on the acceptance level of the firm’s products or services. Thus, sales 
present the most frequently used indicator of new firm growth (Murphy et al., 1996). When firms experience sales 
growth, it is supplied with revenues that can be directed towards increasing the resources or developing capabilities 
(Gilbert et al., 2006). However, we are interested in exploring the factors that influence the performance of firms. 
Based on the literature review, the main determinants of small business performance are the entrepreneur 
demographics and firm characteristics factors (Cragg and King, 1993). Whereas, the demographic characteristics of an 
entrepreneur such as age, gender, education, and previous experience in the industry, are essentials for business 
success (Khan et al., 2011). Entrepreneurship is traditionally associated with masculine traits and image (Gupta et al., 
2009). Particularly, the dominance of a masculine stereotype associated with entrepreneurship may lead women to 
evaluate business opportunities less favourably (Gupta et al., 2009), as compared to men. According to Dimitriadis et 
al. (2018), studies conducted in the majority of Western countries identify three main barrier-types to female 
entrepreneurship, which are related to the socio-cultural status of women (which identifies the primary role of women 
with family and domestic responsibilities and reduces the credibility of women intent on setting up businesses in a 
variety of ways), the access to networks of information and assistance, and finally, access to capital. Also, based on 
research conducted in Montenegro, The male-self-employed population is 21.3% almost double of the female 
population at 8.9%, which is indicative of much less opportunity for the female entrepreneurs (Karadzic, Drobnjak, & 
Reyhani, 2015). Whereas in Kosovo’s economy only 10% of the total businesses in Kosovo are owned by female 
entrepreneurs, and the majority of these enterprises are the micro and small business (Mehmeti, Dobranja, Hashani, & 
Beqiri, 2017). 

As stated by Bartlett and Bukvic (2001), large firms were typically expected to have advantages over small firms 
and grow more rapidly due to economies of scale and scope. However, the numerous literature on research studies 
coming from different countries proves the opposite of these expectations. Hart (2000), has reviewed empirical 
research on the growth of U.K. and U.S.A companies. He pointed out that “most studies relating to periods since 1885 
shows that small firms grow more quickly than larger firms”. 

In Germany, Alnus and Nerlinger, (2000), revealed a negative relationship between growth and firm size. 
Scholars have widely accepted the relationship between entrepreneurial orientation and firm performance. Anderson 
and Eshima (2013) investigated in Japan the influence of firm age and intangible resources to its respective rivals on 
the entrepreneurial orientation firm growth relationship among SMEs. They pointed out that the firms’ age and its 
intangible resource would represent theoretically meaningful limited provisions on the entrepreneurial orientation 
firm growth relationship among SMEs. 

By bringing the research from Kosovo, this study provides a contextualized view of the impact of the 
entrepreneur’s gender and education as well as the firm’s age and size on SMEs’ growth in terms of firm’s sales. 
 
3. Research objective, methodology and data 

 
The main research questions of this research paper are: 
• What is the contribution of the entrepreneurs' age and gender to SMEs' sales growth? 
• Does the firms' age and size have an impact on SMEs' sales growth? 
 
Therefore, the following four hypotheses are set and ranked into two main groups. It is hypothesized that 
entrepreneurs' attributes, e.g., education and gender, will be positively related to SMEs' sales growth; thus, the 
following hypotheses were set. 
Hypothesis 1: Entrepreneurs’ education is positively related to SMEs’ sales growth. 
According to Bardasi et al., (2011), the relationship between entrepreneurial performance and gender is intriguing. 
Substantial gender-specific constrained obstacles hinder the performance of female entrepreneurs. Therefore, aiming 
to test whether this statement stands in our research, we hypothesized the following: 
Hypothesis 2: Female Entrepreneurs are positively related to SMEs' sales growth. 
Regarding the firm-related characteristics, e.g., Firms age and size we hypothesized the following 
Hypothesis 3: The firms' age does not have any impact on the SMEs' sales growth. 
Hypothesis 4: The firms' size is positively related to SMEs' sales growth. 
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The methodological position of the research in this paper rests on the use of the quantitative methodology. Creswell 
(1994) stated that a quantitative study is explained as an inquiry into social or human problems based on testing a 
theory consist of variables, measured with numbers and, analyzed with statistical procedures in order to determine 
whether the anticipated conclusions of the theory hold. Quantitative research experts accurately emphasize 
measurement variables and test hypotheses, which relate to general causal explanations (Newman, 2006). In this 
research study the cross-sectional research design is adopted, by using quantitative data at one point in time. 

For our research purpose, we will use secondary data gathered from Riinvest (a non-profit research institute of 
Kosovo), who developed a survey that was conducted with a representative sample of 600 business owners of SMEs 
across Kosovo in 2011. The sample is drawn using a random selection from the business register that was kept at the 
Tax Administration of Kosovo. The procedure for selecting the sample size and companies to be interviewed was 
performed by the Riinvest team in Excel using the random command. The sample was stratified by the size of the 
company’s category. 

For the research purpose, we will use a survey that was prepared and conducted by Riinvest. The data obtained 
from the questionnaire were analyzed using the designed linear regression econometric model for investigating the 
firms’ sales influencing factors. 
 
3.1 Measurement of Study Variables 

 

3.1.1 Dependent Variable  
According to the Law of Proportionate Effect or the Gibrat’s rule of proportionate growth, the growth of a firm does 
not depend on the size of the firm (Rosli and Sidek, 2013). The law of Gibrat anticipates the firms ’ growth as a 
random effect that is independent of firms’ size (Gibrat, 1931). According to the reviewed literature, employment and 
sales are, the most widely used indicators for a firms’ growth (Davidsson, 1991; Delmar, 1997; Ardishvili et al., 1998; 
Weinzimmer et al., 1998; Wiklund 1998). According to Zhou and De Wit (2009), the most commonly used indicators 
are employment and growth in sales, mainly as they immediate changes in a firm in both: short-term and long-term, 
and as they are easy to obtain. Employment and sales are more objective measures compared to other indicators, such 
as market shares (Delmar, 1997). Thus, for research purposes in this chapter, we will measure the firms’ growth in 
terms of SME sales. 

 

3.1.2 Independent Variables  

An independent variable is that variable that is changed and whose effects are measurable and compared. As seen in 

table 1 in this research, independent variables are grouped into two categories: human capital related variables and 

firm related variables. 

 

Human Capital related variables 

 
For our research purpose, we have chosen some of the characteristics of human capital as the first group of variables. 
Similar to some previous authors we argue that generic human capital applies to the knowledge that the 
entrepreneurs or employees obtain in regular education, whereas specific human capital applies to tacit knowledge and 
skills and that are less transferable (Gimeno et al., 1997; Hoxha 2013). According to Akinboade (2015), the increased 
level of owner’s education is associated with improved turnover growth. We have included variable education as a 
proxy for general human capital. Entrepreneurs specified their educational level, we have measured their education on 
a three-point scale (ranging from 1=Elementary School, 2=Secondary School, and 3=University Degree, Master ’s, 
and Doctoral Degree). Moreover, we control for the gender of the entrepreneur (1=Male, 2=Female). 
 

Firm related variables 
Regarding the firm related variables, as Kimberley (1976) stated, the most widely used measure of size is the number 
of employees. Thus, we included the variable business size that presents the firm’s number of employees. Variable 
business age (with this variable, we have measured the number of years since the firm has been founded) is also 
included. 
 
 
 

Table 1. List of  explanatory (independent) variables 
Category Variables Definition  

Human 
Capital  

Gender 1=Male, 2=Female 

Education 
1=Elementary School, 2=Secondary School 
and 3=University Degree, Master’s and 
Doctoral Degree 

 
Firm 

Firms Age Number of years the firm has been founded 

Firms Size 
The number of employees in the firm in 
2011 (indicate number) 
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4. Results and discussion 
In this chapter, the obtained results of this research are presented. Initially, in the regression analysis are introduced 
the correlations of the variables. Afterward, the research model about SMEs’ growth in terms of sales is discussed. 

The multivariate regression analysis was used to analyze the effect of independent variables on the dependent 
variable. The independent variables of this research paper are marked with X, namely X1 – Entrepreneurs education, 
X2 – Gender of Entrepreneur, X3 – Business age, X4 – Business size. Whereas, the dependent variable is marked with 
Y, which in our case, presents – Firm’s sales. The dependent variable is metric, where this fact has prompted us to 
apply in our paper this econometric model presented below. 
Below is presented the formula for calculation of the multivariable regression analysis (Trek, 2017): 
 𝑌 = 𝛽𝑜 + 𝛽1𝑋1 + 𝛽2𝑋2 + 𝛽𝑛𝑋𝑛             (1) 
 
In table 2 are presented the multivariate regression analysis. 
 

Table 2. Multivariate regression analysis 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 .342a .117 .111 .391 

a. Predictors: (Constant), Entrepreneurs Education, Number of Employees, Gender of Entrepreneur, Business Age 
 
As shown in Table 2, based on the data, the R-value (multivariate correlation coefficient) is R= 0.342; thus, we can 
conclude that it represents a relative satisfaction prediction level for dependent variable Y (firm ’s sales). The value of 
R squared (determination coefficient) is R2 = 0.117, and the calculated standard deviation is 0.391. The result of R2 = 
0.117, shows that the independent variables (X) included in this model can interpret 11.7% of the variability of 
dependent variable Y, the firms’ sales. Table 3 depicts the variance analysis statistical test - ANOVA. 
 

Table 3. Results of the variance analysis statistical test ANOVAa 

Model Sum of Squares df 
Mean 
Square F Sig. 

1 Regression 11.102 4 2.775 18.144 .000b 

Residual 83.674 547 .153 
  

Total 94.775 551 
   

a. Dependent Variable: Firm Sales 
b. Predictors: (Constant), Entrepreneurs Education, Number of Employees, Gender of Entrepreneur, Business Age 

 
According to the data presented above in Table 3, we can conclude that the dependent variable Y (firm ’s sales) has 
significant relations with all independent variables X, with the value reaching F (4,547) = 18.144, and significance 
value p = 0.000 (that presents significant value, considering that the p resulted in being under the value of 0.05).  

In table 4 are shown the test results of the independent variable in order to be discovered if there is any statistical 
significance between them. Aiming to reach our objective to investigate the influencing factors of the growth of SMEs 
in terms of SMEs sales in Kosovo, the large dataset based on the Riinvest SMEs Survey was employed to estimate the 
influence of a variety of factors affecting SMEs growth and performance, e.g., entrepreneurs attributes (gender and 
education) will be positively related to SMEs growth. 

In table 4 are presented the results of linear regression model estimating factors influencing the firms’ sales. The 
t-test is implemented in table 4, in order to support or reject hypotheses from H1 to H4. Based on our results on the 
level of significance, it detects two from four independent variables are statistically significant with the significance 
levels under p <0.05. The variables Number of Employees (p = 0.000) and Gender of Entrepreneur (p = 0.031) are 
statistically significant, while the p values were under the significance level required p < 0.05. 
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Table 4: Results from the linear regression model  

Variables in the equation  

Coefficientsa 

Model 
Unstandardized Coefficients Standardized Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 1.199 .090 
 

13.266 .000 

Business Age .002 .002 .047 1.170 .242 

Number of 

Employees 
.009 .001 .311 7.702 .000 

Gender of 

Entrepreneur 
-.116 .054 -.087 -2.164 .031 

Entrepreneurs 

Education 
.036 .028 .051 1.269 .205 

a. Dependent Variable: Firms' Sales 

(Dependent variable is categorical 1= firm’s sales <50.000; 2=firm’s sales ≤2.000.000; 3=firm’s sales ≤10.000.000 and 4=firm’s 
sales>10.000.000) 

4.1 Entrepreneur related factors (gender and education) 
The hypothesis H1: "Entrepreneur's Education will be positively related to SMEs' sales growth" is rejected, 
considering that the significance value result for the "entrepreneur's education" (independent variable), exceeds 0.05 
as p = 0.205. Many authors elaborated on the impact that the entrepreneur's education has on SMEs' performance and 
growth. Akinboade (2015) indicates that the owners' level of education affects SMEs' efficiency. Besides, Bhutta et al., 
(2008) found a positive impact that education has on the firm's performance. Our results weakly support previous 
findings in developed countries (Storey, 1994; Greve and Salaff, 2003; Sapienza and Grimm, 1997; Akinboade 2015; 
Bhutta et al., 2008) and differ to some extent from previous findings in Kosovo concerning the negative impact of 
formal education of entrepreneurs on start-up growth and size (Hoxha, 2013). Most of the young entrepreneurs were 
educated during the war and pre-war period, whereas it was the decade of enforced measures and later armed conflict 
that caused the human damage that affected mainly the younger generation since they did not have proper access to 
primary, secondary and higher education. 
Regarding our hypothesis on the positive impact of female entrepreneurs on SMEs sales, we found a negative impact 
of female entrepreneurs on SMEs' sales growth.  
Besides, hypothesis H2: “Female Entrepreneurs will be positively related to SMEs’ sales growth” is supported, being 
that its significance value of p = 0.031 is lower than the standard required for this value (p < 0.05). Further, the Beta 
B value = -.087 is a negative value, which shows the indirect relationship between these two variables.  
According to Akinboade (2015), there is no relationship between gender and firm growth in terms of sales. 
Furthermore, some research papers suggest a positive association between firm growth and gender (Farrell and 
Hersch 2005). Hassan et al., (2016), attempting to examine the gender diversity effect among corporate boards on the 
market value, found that participation of women does have an association with raising the value of the market. 
Whereas, an earlier study found a negative relationship between firm growth and female on board (Shrader et al., 
1997). 
 

4.2 Firm related-factors (SMEs size and age) 
According to Expósito and Sanchis Llopis, (2019), characteristics of a firm, such as firm age and size, are not major 
antecedents of the performance of a business, whereas the firms that seem to enjoy a higher probability of better 
performance in operational measures are only those of medium-sized ones. In our research, Hypothesis H3: “Bussines 
age does not have any impact on the firm’s sales” is rejected, being that its significance value of p = 0.242 exceeds the 
standard p < 0.05, proving that these two variables do not have a significant statistical relation. 
Hypothesis H4: “Firms size will be positively related to SMEs sales growth,” is highly supported, considering that the 
significance value of p = 0.000 in under the standard required value of p < 0.05, which means that there are significant 
relations between these two variables indicating that which means the more employees the firm has will experience 
higher sales growth 
 
5. Conclusion and Recommendations 
In this research, our primary purpose was to identify how the entrepreneur related factors and firm related factors as 
internal factors have an impact on SMEs' growth. For our research purpose, the Riinvest data are used with a sample 
of 600 business owners of SMEs across Kosovo. In general, the research questions were set to investigate the 
contribution of the entrepreneurs' and firm related factors to SMEs' sales growth. Based on our curiosity and research 
interest, we have set four hypotheses to be tested. Concerning our first research question: “What is the contribution of 
the entrepreneur’s education and gender to SMEs sales growth?” based on the research results, is revealed the 
importance of the entrepreneur’s attributes, e.g., education and gender on SMEs sales growth. In our research, it was 
not identified any significant statistical relation for the positive impact of an entrepreneur’s education on SMEs' sales 
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growth. Our results are in line with Hoxha (2013) indicating that it is mainly due to the extreme condition of SMEs 
growth, where education has no significant role in the firm’s growth or the quality of entrepreneur’s education, 
probably lack to offer the practical skills that would enhance the entrepreneurs’ capacity to manage the firm’s growth 
and performance. In this research is evident the performance gap among male and female entrepreneurs that presents 
the main starting point to explore and increase the literature on gender gaps and female entrepreneurship. It can be 
concluded that if inefficiencies exist it means that in certain economies human capital is not being fully utilized and 
SMEs growth remains an issue with a particular focus for many researchers (Bardasi et al., 2011). 

Our research results are in line with numerous previous research findings, whereas we found negative support to 
our hypothesis, “Female Entrepreneurs will be positively related to SMEs sales growth,” which confirms the inverse 
relationship among these variables. Numerous research papers have elaborated on the obstacles that female 
entrepreneurs face while launching and managing their businesses. According to the findings from a study that was 
done by Gobagoba and Littrell, (2003), female entrepreneurs faced a variety of obstacles such as lack of management, 
business and, financial skills; technical skills; the ability to recruit qualified staff; the limited access to appropriate 
technology and, have difficulties in sustainable networking. Based on the evidence from the United States, it can be 
concluded that businesses owned by males are twice as larger than businesses owned by females, in terms of both 
assets and sales (Coleman 2007).  

According to Robb and Wolken (2002), on average, female-owned businesses generate only 78% of the profits of 
comparable male-owned businesses. Besides, it is found that women lag behind the man to generate sales turnover, 
even in the same sector of industry (Loscocco and Robinson 1991; Chaganti and Parasuraman 1996). 
However, many researchers found contrasting results, e.g. (Barbadasi et al., 2007) based on the World Bank 
Enterprise Surveys (2002-2006), found that when measured by total factor productivity and value-added per worker, 
businesses owned by females are at least as productive as those of male-owned businesses. Our results differ from 
Kepler and Shane (2007), indicating that there are no significant differences in gender in terms of the performance 
outcomes of startup entrepreneurs. Numerous literatures indicate that businesses owned by females do not lag in 
performance when comparing in terms of employment creation (Fischer et al., 1993; Chaganti and Parasuraman 1996) 
or survival rates in the market (Kalleberg and Kevin 2017; Bruderl and Preisendorfer 1998). 

Concerning our second research question: Do the firms' age and size have an impact on the SMEs' sales growth? 
Our findings show that variable Business age have an impact on the firms' sales. Our research results are in line with 
Jovanovic's model (Jovanovic 1982) that introduces the growing dependency on age, considering that our findings do 
suggest that older firms have a higher level of sales growth compare to the younger firms and startups. Our last 
hypothesis in this research, "Firms size will be positively related to SMEs sales growth," is highly supported, 
strengthening the argument that our research does not hold the Gibrat Law. 

Overall, the obtained results of this research paper have contributed to strengthening the existing theory with 
new evidence from human capital theory on the SMEs' performance, in a transition country. Based on our results 
regarding entrepreneurs' attributes, e.g., education on SMEs' sales growth, we did not find any significant statistical 
relation for the positive impact of an entrepreneur's education on SMEs' sales growth. Thus, we suggest that 
entrepreneurs and managers must attend long-term and high-quality trainings considering their positive effects on 
the firms' growth. Based on our results concerning female entrepreneurs and their negative impact on SMEs' sales 
growth, we suggest that female entrepreneurs and managers should improve their managerial and business skills, 
cash flow and, technical skills and create sustainable networks. Based on recent literature, the performance of female-
owned businesses is increasing worldwide. Therefore, it is expected that this trend of the positive impact of female 
entrepreneurs on business performance will be evident very soon in Kosovo as well, given the Kosovo governments' 
institutional support to female entrepreneurs. The government should invest in developing an online information 
platform for female entrepreneurs to keep them informed with the sources of support such as financial support, 
training and, organizing trade fairs in order to promote local products and services of Kosovan female entrepreneurs. 
From all financial institutions in Kosovo, only three of them offer lending products and packages with preferential 
terms and conditions to support female entrepreneurs and boost female entrepreneurship (Avdullahi & Fejza Ademi, 
2020). Considering this, we propose to increase the number of loans and credit packages that support women's 
entrepreneurship. 

This research study has an exploratory and interpretive nature on the impact of internal factors on SMEs ’ sales 
growth. Although SMEs' growth depends mostly upon its internal factors such as entrepreneur's education and 
gender as well as SMEs age and size still many other internal and external factors affect the performance and growth 
of SMEs. The business environment can be supportive in many countries but in transition countries mainly bring 
barriers to doing business. The informal economy, taxes too high and corruption presents some of the main barriers of 
SMEs in Kosovo. SMEs sales growth depends also on the strategic decisions on new product development and new 
marketing practices. Therefore, despite the importance of the results of this paper, the exploration of the impact of 
some internal factors, without including other internal and external factors, can be considered as a limitation of this 
paper. This limitation leads to future research that will include both internal and external factors that have an impact 
on SMEs sales growth and thus have more holistic results. 
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