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Abstract

Objectives

This paper presents the rationale, method and outcomes of a research project to design a support service for high-growth businesses in the East Midlands of the UK which addressed these questions: 

-
What criteria should be used to identify and segment high growth firms?

-
How to establish the development priorities and needs of these firms?

-
What services should be developed and offered to meet these needs?

-
What roles should public and private agencies and funding play?  

Prior work

The paper summarises the significance of high-growth firms for UK policy, the extensive research on the identification of high-growth businesses, the obstacles and challenges they faced, and the methods of supporting and sustaining them.  

Approach

The paper outlines the major stages in the design of a high-growth support service.  It considers the definitional issues relating to high-growth firms and the consequent limitations in data quality, outlines the research methodology and conceptual framework which were developed, and demonstrates how these were applied to map the high-growth firm population. A structured, seven-stage research methodology was used, involving primary research as well as an examination of existing data to ascertain high-growth firm requirements.

Results

The proposal was for a connected network of growing businesses to be run as a learning organisation for firms at early stages of growth to learn from established firms, through which public support could be targeted at a business-business learning model with flexible and customised support.  The paper discusses the entry criteria, the key target groups and the delivery model.  

Implications

Recommendations are made for the development, funding and implementation of high-growth support programmes. The research confirmed that the identification of high growth firms is problematic, the definition of growth used being a key factor, as the proportion of growing firms increased in frequency with size. The public policy intention of supporting high-growth firms is complex to implement, as the support requirements of high-growth firms vary significantly.

The implications for responsible entrepreneurship in regional development are discussed. 

Value

The study contributes to the understanding of high growth firms and suggests that, in regions with relatively small numbers of growing companies, support for both early-stage growth-potential firms and more established firms can be justified on the basis that programmes should reflect the composition of businesses within the region.
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Designing an academy for high-growth businesses

1. Introduction









The identification of high-growth businesses and the most appropriate and effective methods for supporting and sustaining high-growth enterprises have been the subjects of extensive research, yet continue to pose challenges for business support policy both within the UK and in other EU states. The paper reports on the process of designing a support programme for high-growth businesses in the East Midlands of the UK, sponsored by the Regional Development Agency (RDA). The aim of the project was to identify the key challenges and difficulties associated with managing high-growth firms and to design a support programme that would effectively and efficiently assist firms overcome these challenges and difficulties.  Four key areas of interest were targeted, which included: 

· What criteria should be used to identify and segment potential and actual high growth firms?

· How to establish the development priorities and needs of high growth firms?

· What services should be developed and offered to meet these needs?

· What roles should public and private agencies and funding play?  

The paper provides a context and rationale for the study by summarising the significance of high-growth firms for UK policy.  It considers the definitional issues relating to high-growth firms and the consequent limitations in data quality, outlines the research methodology and conceptual framework which were developed, and demonstrates how these were applied to map the high-growth firm population.  Primary and secondary data were used to establish the support requirements of high-growth firms and to ground proposals for the design of a support organisation. Finally it considers the role of responsible entrepreneurship in relation to high growth firm support in the context of regional development.

2. The theoretical context

High growth firms in economic development

Recognition of the importance of new businesses in terms of creating new jobs, intensifying competition and improving competitiveness has meant that new businesses have been the recipients of government support since the 1970’s (Kirchhoff, 1994; Storey, 1997; Schreyer, 2000; Buss, 2002; van Stel et al, 2005; Acs, 2006).  However, a growing body of empirical evidence suggesting that the majority of economic development is the result of the activities of a very small proportion of businesses has meant that, since the early 1990’s, initiatives specifically targeted at high-growth, rather than all new firms, have become a distinctive feature of business support policy (Birch et al, 1995; Smallbone et al, 2002).  Indeed, the importance of high-growth firms to economic development has placed them high on the agenda of regional (Fischer and Reuber, 2003) national (DTI, 1997; 1999, 2003; Smallbone et al, 2002) and supra-national policy makers (European Commission, 2003).  However, the number of high-growth firms, or ‘gazelles’, operating within a country’s domestic economy rarely exceeds 10% of the total business population (Nicholls-Nixon; 2005; Stam, 2006).  As such, improving the numbers of new and helping nurture and sustain existing high-growth firms has become a primary goal of economic development policy at all levels (Pages et al. 2003, Stam et al, 2006).  

Defining and Identifying High Growth Firms 

There is a lack of consensus regarding the best means to identify high-growth firms, which means that targeting support services at the high-growth firm population presents particular challenges.  Indeed, given the multiple definitions of firm growth, the methods by which firm growth is defined and identified will have a direct influence on which firms are considered eligible for support.  Delmar et al (2006) suggest that firm growth should be considered a heterogeneous and multidimensional rather than a unidimensional phenomenon and that researchers should measure different forms of growth with different metrics.  Measures such as growth in sales, employment, assets, physical output, market share and profits have all been suggested for use in identifying firm growth (Penrose, 1995).  The majority of high-growth support services have, however, used sales growth as an indicator of overall firm growth (Ardishvili et al. 1998; Wiklund, 1998).  

Challenges Faced by High-Growth Firms

High-growth firms face numerous and complex problems arising from the speed and scale of their growth.  Factors including founders’ characteristics; market position; business practices and human resource management, result in differential abilities in terms of achieving and sustaining high-growth (Barringer et al, 2005; Casser, 2006; Garnsey et al, 2006).  Furthermore, managers of high-growth firms often find that the rate of new resource requirements goes through uneven phases, further compounding the challenges of managing and sustaining high-growth companies (Greiner, 1972; Nicholls-Nixon 2005; Vinnell and Hamilton, 1999).  
Understanding the critical issues faced by high-growth firms remains an essential aspect in the development of appropriate and successful support measures (Sexton et al, 1997).  Managers of high-growth firms have particular support needs, including specific rather than general knowledge; enhanced skills; and information that primarily solves their immediate needs whilst allowing them to plan for and anticipate future growth obstacles; information that is presented in the context of their existing environment; and a preference to learn from peers who have experienced similar situations (Sexton et al, 1997; Rae and Parsons, 2006).  

Providing Support for High-Growth Firms

Despite the fact that the majority of high-growth firms experience problems more frequently and intensely than most normally growing businesses (Stam et al, 2006), the private sector has consistently failed to provide adequate support services that are capable of meeting the requirements of high-growth firms (Smallbone et al, 2002).  The provision of customised and publicly funded government support programmes aimed at high-growth firms is specifically designed to remedy this market failure and to enable firms to overcome barriers to further and sustained growth (European Commission, 2002; Storey, 2003; 2006).  Support for high-growth firms has been justified on the basis of four key arguments, namely: (a) support for high-growth firms improves the effectiveness and efficiency of public sector intervention; (b) it enables a clearer focus on the specific needs of high-growth firms; (c) few of the large numbers of new start-ups each year achieve high-growth and picking winners from these is almost impossible; (d) support for all new start-ups distorts markets (Bridge et al, 2003; Baum and Silverman, 2004; Stam et al, 2006).  

However, designing a support programme for high-growth firms entails making  choices that will determine the eventual form and nature of the support offered. For example, the design of the programme may follow either a generic or customised approach; the programme may be targeted at group or individual level; there may be geographical or time based barriers to access that require consideration; the cost of the programme and level of any subsidy need to be decided,.  Each of these choices require careful consideration as they will affect the programme design and ultimately will have an impact on its success.  

In addition,  firm managers are often reluctant to take the steps necessary to increase the size of their business quickly as they are aware of the associated problems of managing high-growth firms, such as: increasing workloads; skills shortages; deteriorating work environments; loss of control; and survival crises (Wiklund et al, 2003; Casser, 2006).  Many managers of  firms which have growth potential prefer to maintain the status quo or to pursue only reasonably conservative growth rates; the value system of a firm manager ‘will influence whether a firm pursues the objective of growth or is content to pursue a ‘survival policy’ (Birley and Westhead, 1990; 536).  In certain circumstances the decision to grow a business may be perceived as particularly risky, especially if firm managers are aware that they lack the competencies and resources of their more established counterparts (Mullins, 1996).  High-growth firm support programmes are, therefore, a way by which potential growth aspirations may be encouraged through the offer of appropriate support networks and guidance.  
3. The high growth academy project 

 Research methodology

The project brief was the design of a high-growth support programme for the East Midlands which included the development and provision of a framework and delivery plan to initiate and drive the achievement of a step-change in high-growth performance across the region.  This brief is in keeping with the East Midlands Regional Economic and Business Support strategies, which focus on the need to support high-growth in firms of all sizes, particularly SMEs, and to improve their management capabilities (EMDA, 2006). 

In order to achieve the project objectives, a research methodology based on a structured, seven-stage approach was developed, involving primary research as well as an examination of existing data to ascertain high-growth firm requirements.  This approach included a baseline analysis of regional information/research data; a review of the market needs for high-growth firm support; an assessment of supply side provision; the identification of links between the key providers and how those can be enhanced, and; the identification of local specialist expertise, private sector partners, and inter-relationships with complementary programmes.

The research phase of this project was completed in twelve working weeks, a timescale which imposed constraints on the depth of research which could be usefully undertaken.  As such, there was a degree of trade-off between the pragmatic policy requirements of the commissioning RDA and the intention to conduct useful and scholarly research, which is a hazard of conducting ‘engaged’ research on behalf of development organisations to inform their policy initiatives within limited timescales. 

Analysis of regional high growth firms 

For the purpose of this study, high-growth was defined as the ability to grow and sustain the sales revenue of a business significantly faster than the norm for the sector, and to achieve commensurate increases in net profits. Percentage increases in growth may reduce with firm size but, as an indicator, within a market growing at 5% p.a. a fast-growing business would be one with revenue growth over 15% and with proportional profit growth.  This definition of high-growth is in keeping with other studies that have explored high-growth firms (Beekman and Robinson, 2004).  

In order to identify the high-growth firms operating within the East Midlands, the FAME database was used (Financial Analysis Made Easy).  FAME was selected as it provides comprehensive, reliable and up to date information based on financial returns made to Companies House.  However, as no single data source is perfect, and the results of this analysis are indicative of the size and composition of the high-growth business sector in the region, rather than being definitive.  Owing to limited company reporting requirements, the use of the FAME database made, for example, the identification of new starts, especially those with turnovers below £100k p/a, practically impossible.  As such, the research sample includes only those firms within the region that have achieved turnover levels above this threshold. 

An initial analysis of the of the FAME database indicated, however, that the number of firms within the East Midlands achieving sales or profit growth in excess of 15% over the previous five years was extremely low.  It was therefore decided, in consultation with the development agency, to broaden the search criteria so that firms achieving slower yet still relatively healthy rates of growth would also be included in the sample.  This decision was based on a number of related factors.  Firstly, there was broad agreement that there are healthy numbers of firms with the ambition and the potential to achieve high levels of growth within the East Midlands and, secondly, that an inclusive rather than an exclusive support service was considered more appropriate given previous experience garnered from a pilot high-growth programme  run in the region.    

The threshold for qualification was modified to include all businesses that had increased their sales turnover by more than 50% over the previous five years, accompanied by a similar rate of 50%+ growth in net profits.  This provided a starting point for identifying growing companies within the turnover range £100k - £20 million. Although the numbers of high-growth firms constitute a subset of this population of growing firms, restricting the selection to high-growth firms only would have resulted in a much smaller number of firms for the purposes of the study.  As a result, the research team made the decision to include companies exhibiting growth of over 50% in a five-year period. 

The number of companies within the £100k-£20m turnover range achieving sales and net profit growth in excess of 50% within the East Midlands was 333.  These 333 businesses were drawn from a total firm population of 1907within the region.  76% of these growing firms were found within nine industrial sectors, with the remaining 24% housed within 12 other sectors, as classified by Standard Industrial Classification codes (table 1). 

	
	 Turnover range from100,000 to 20,000,000

	Sectors (UK SIC 2003)
	100,000 – 999,999

Number of firms
	1 million – 4,999,999

Number of firms
	5 million – 9,999,999

Number of firms
	10 – 20 million

Number of firms
	Total

	Wood, Paper & printing 
	1
	1
	8
	2
	12

	Non-metallic & basic and fabricated metal 
	4
	3
	12
	1
	20

	Electrical & optical goods
	1
	1
	9
	3
	14

	Construction 
	5
	15
	24
	12
	56

	Wholesale retail trade & Sale motor vehicles 
	2
	12
	23
	14
	51

	Transport, Storage & Communication 
	2
	3
	7
	8
	20

	Real estate & machinery renting 
	7
	5
	9
	2
	23

	Professional & legal services 
	7
	5
	17
	8
	37

	Education, Health & recreation 
	5
	10
	8
	1
	24

	Other sectors
	12
	17
	29
	18
	76

	Total growth firms in region
	46
	72
	146
	69
	333

	Total firms in East Midlands
	655
	291
	723
	238
	1907

	Proportion of growth firms
	7%
	24.7%
	20.2%
	29%
	17.4%


Table 1 Growth Firms analysed by size and sector

Source: FAME database
The population of 333 growth firms is a relatively small proportion of the total firm population, suggesting that more intelligence-gathering on growth sectors and firms is required in order to develop a more comprehensive and reliable database of growth firms, especially at the sub-£100k turnover level of younger firms.  However, of those firms that were identified, the largest number of growing firms were in the construction and wholesale/retail sectors, with others such as professional services, education health and recreation and manufacturing rather less significant, and very few in high technology industries.  Geographically, high growth firms tend to cluster in the vicinity of cities, larger towns, and major road corridors suggesting the occurrence of economies of urbanisation and localisation.
Within the smallest turnover band, £100k-£1 million, only 7% of the firm base could be considered as growth firms.  Almost 25% of the medium-sized firms within the East Midlands could be considered as growing, whilst almost 30% of larger sized firms, between £10-£20 million, were growing.  This implies that larger firms are proportionally more able to achieve growth.  On average, across the turnover bands, 100k-20 million, higher-growth firms represented approximately 17% of the firm base.  This indicates that whilst the growth firm base in the region is limited, such firms occur more frequently, the incidence increasing with size, in the larger size bands.  It is clear, therefore, that the incidence of growing firms is not confined to small firms but is, in fact, concentrated in the established medium sized and larger firm populations.  

4. Assessing the development needs of growing firms

This section analyses the results of the research undertaken to assess the need for the proposed High-Growth Business Programme by consulting both providers of business support provision and the owners-managers of high-growth business ventures.  The objective was to identify what support services were being provided and to gain insight and feedback in terms of the fit between existing provision and ongoing needs.

The research was conducted through telephone interviews with managers responsible for high-growth business support in 34 stakeholder organisations and business support agencies; and with the owners-managers of 78 high-growth firms.  Face-to-face interviews took place with 14 owners-managers to gather further qualitative insights into their needs as well as their preferences in the delivery of business support programmes.  

Supply side provision

Support agencies worked with approximately 500 firms they classified as high-growth per annum.  The majority of these were small and early-stage businesses, with growth aspiration or potential, actively seeking and receiving support.  The main requirements of these firms related to: assistance with strategic business planning; marketing and sales; management and people development; raising finance; and human resources issues.  

74% of the business support and stakeholder organizations interviewed felt that the needs of high-growth firms were being met only adequately within the region.  The principal gaps in provision identified were in the areas of finance; business management; innovation processes, and; market development.  There was a perceived gap between support available for start-up and growth provision, a shortage of funding for high-growth business support, and insufficient skilled business advisors, coaches and mentors to deliver the required support. 

Growth Firm support needs

The survey participants were identified through the FAME mapping of established firms in the region, supplemented by firms interested in business growth programmes.  

78% were well-established, growing businesses, ranging between 12 and 28 trading years, averaging 26 years, and included no start-ups.  The survey participants employed between 29 and 90 people, with an average of 63 employees.  In addition, 71% of respondents had turnover between £1-10m, with a further 11% achieving turnovers in excess of £10m.  These figures suggest that the firms being surveyed represent a broad cross-section of the firm population at large.

In terms of growth performance, 71% of respondents surveyed reported annual sales growth of up to 15%, whilst 26% had growth above 16%.  This is interesting as these firms had been contacted on the basis that their FAME entries showed growth over five years in excess of 50%.  67% of respondents had an increasing profit trend over three years, with 31% reporting a marginal net profit of 0-5% of turnover; 30% of firms reporting profit margins of 6-10%; and 25% of firms reporting profit margins of >10%.  44% of firms surveyed aimed to grow their sales turnover by more than 16% each year.  However, whilst the majority of these businesses were experiencing steady sales growth, the actual numbers of firms achieving high growth rates was significantly lower, suggesting that they faced barriers to higher growth.  Furthermore, the low numbers of firms achieving high-growth indicates that most businesses were generating relatively low profit margins.    This is significant as firms need to generate profitability in order to finance growth and attract investment, and therefore may require external advice to help improve profitability.

The respondents were asked what challenges they faced in growing their businesses.  The following factors were identified through an analysis of the barriers cited by respondents.  Competition and pricing; market conditions (including customer availability and demand); workforce availability and skills; finance and cash flow; and legislation and compliance (‘red tape’) were the principal challenges identified.  Competitiveness with India and China in relation to pricing, and difficult market conditions were raised repeatedly.  The availability of employees and the level of employee skills available to firms were also generally regarded as a constraint to growth.  Legislation and ‘red tape’ were also cited frequently.  When asked about future development needs, the firms surveyed identified the same five core factors.
There was a consensus from 80% of the businesses that support services for high-growth firms in the East Midlands were inadequate, the major complaint being that businesses did not know where to find the support that they require to meet their particular needs.  Specific, specialist advice was required with issues such as legislation and compliance, marketing, human resources, manufacturing and finance being mentioned repeatedly. 

Business expectations and requirements 

The businesses surveyed offered clear views on the services and support they required.  Emphasis was placed on the provision of personal support and advice specific to the business and provided by experts with growth business experience.  Specialist support with specific business problems such as marketing, human resources and finance was also identified as being critical. Other requirements included learning through networking with similar businesses; management development; financial support, and market research and knowledge.

Most businesses felt that a demand-led rather than service-led approach was required to align with their needs, managed and provided by people with direct experience of their issues and problems.  As the needs of high-growth firms are subject to quick and radical change, there was a stated preference for a service designed to be highly flexible and responsive, in contrast to the perceived ‘bureaucracy’ associated with other publicly-funded support services.  

The managers especially wanted a network in which they could meet people running successful businesses and exchange advice and information with them. They also expected business advisers with personal experience of running a growing company and who would be able to provide advice specific to the business situation, as well as being prepared to take responsibility for the efficacy of the solution offered. The following comment typifies the benefits desired from the High-Growth programme: 

‘We would like to network and associate with other high growth businesses and successful companies to share experiences and issues that they have overcome.’

The survey findings showed a clear recognition amongst both business support providers and businesses within the East Midlands for the need for a business support programme designed specifically for high-growth firms, which should be flexible and adaptive to clients’ needs for bespoke support.  Business-to-business networking events were also identified as a key means of facilitating peer-peer learning between high-growth firm owners-managers.  However, managers of growth firms also required demonstration of the benefits, bottom-line impact and longer-term value to potential clients for the time and investment made.  

Identifying target groups of growth firms for the programme

The review of growing companies showed a comparatively small population of growing companies with turnover between £1-20m.  Given the limited number of existing high-growth firms within the region, it was deemed essential not to focus solely on assisting firms currently achieving high-growth, but also to establish a ‘pipeline’ of growth-ready businesses, and to offer them an entry-level programme which would complement existing provision.  For this reason, the target groups for the new High-Growth programme were categorised as: (a) firms with growth potential, and; (b) firms with a track record of growth.  These groups have quite different characteristics and requirements.  Whilst firms with growth potential exist at all stages of the life cycle, the support needed for start-ups is quite different from support needed by early-stage firms and totally different to that required by an established medium sized firm. 

Growth-potential businesses include recent start-ups and small companies with a trajectory of growing sales and aspirations but with experience constraints; a FSB survey of East Midlands businesses (2006), showed that 10% had the objective of rapid growth.  Businesses with the ability to transform the potential for high-growth into sustained actual growth are a small minority.  Most likely to achieve high-growth status are those businesses which can increase their sales rapidly, to impact on their market, and to generate cash flow and working capital to fund continued growth, thus making them attractive to investors and, as such, capable of sustained and significant growth. 

There are also many established ‘mid-market’ mature businesses, small firms at the upper end of the size band, of around 100 employees, which have relatively low rates of growth.  As these firms experience changes in ownership or management (succession, acquisition, management buy-in/buy-out) or external changes such as customer base, some will develop the ambition and potential for renewed growth. 

Large and corporate firms, with their supply chains, are important to the regional economy and can generate significant business growth opportunities. For this reason, it was recommended that the High-Growth Programme should be open to larger firms as well as SMEs, including subsidiaries, and businesses which have been acquired by corporates or foreign-owned businesses, or which may be spun out or sold on.  The development of change-management skills to enhance strategic planning, competitiveness, leadership and people management are relevant to this group in particular.  Supply-chain businesses are a source of growing and growth-potential firms, such as major firms with networks of suppliers within the region.  Health care, food, construction and logistics industries have significant numbers of supply-chain businesses, although they include comparatively small numbers of identified high-growth firms. 

The design process

Having gathered and analysed the primary and secondary data, options were established and presented to the client RDA.  The RDA, engaged in simplifying its business support services, had set out its own expectations that the support programme would take the form of a ‘High-Growth Academy’ as a high-profile, probably single-organisation based entity.  There was a strong desire for the RDA itself to gain kudos and profile from instigating such a project as well as the anticipated impact on the regional economy.  A pilot High Growth programme was already being run along these lines and this was reviewed as part of the project.  This showed that, although demand for the service was high, the narrow entry criteria, of turnover between £3-10 million, meant only a very limited number of companies were eligible.  

Research data, especially the primary data gathered from interviews, showed that the demand was for a different type of intervention, and that a range of issues needed to be addressed in designing an approach which would meet these requirements.  These issues included the means of interaction between business managers and programmes which would attract, engage and match businesses with the optimum development assistance.  Five themes, relational, relevant, authentic, useful, and generative learning gained from previous work (Rae and Parsons, 2006), were used as a guideline for the design.  Having reviewed existing high-growth development programmes, and incorporating experience of designing and delivering others, it was proposed that the programme should include the following features:

· A business-led social networking, peer-peer learning dimension;  

· Flexible development programmes based on identified business needs; 

· Programmes of different levels and intensity for smaller and larger firms; 

· A social learning process including management team development ;

· Mentoring of businesses as a core relational learning process;

· Engagement of the best available business development expertise; 

· Differential financial contributions depending on firm size and age.

These design features were presented and debated with the client RDA.  Following considerable discussion, the team undertook the final design stage of the programme.

5. Design of the high growth development programme


The research conducted throughout the project ascertained the requirement for a high-growth business support programme in the East Midlands to address the specific needs of growing businesses which were not being met effectively by existing public or private sector business support.  However, given the limited number of companies with a track record of actual growth in the region, a more expansive support service aimed at both existing high-growth businesses as well as those with the potential to achieve high-growth was preferable.  The ‘actual growth’ category will include high-growth small and medium sized firms, business units within corporate and internationally owned organisations, and their supply chains.  The ‘potential growth’ category will consist of early stage ventures with significant growth potential; existing ventures with a growth trajectory, and existing ‘steady state’ businesses undergoing rejuvenation.  By including both categories, the potential market for the programme and the prospective benefits to regional economic development will be enhanced.

The research findings suggested that the RDA should commission, by competitive tender, an organisation to run an East Midlands High-Growth Business Unit (HGBU) with responsibility for market-making, attracting and building relationships with high-growth entrepreneurs and managers, and managing the delivery of services to this group.  This unit should be responsible for managing the development and delivery of services which meet the requirements of high-growth businesses, whilst the actual delivery of services should be undertaken by a network of organisations and individuals who are best able to meet these requirements, operating under contract with the HGBU, and meeting defined quality requirements.  The following section sets out the proposed organisational framework for the High Growth Business Programme.

Proposed framework  

The proposed support framework addressed the following support requirements, which were confirmed during the research and design stages, for high-growth businesses:

1. Creating and sustaining a relationship-based learning approach between the programme and the client;

2. Enabling businesses to identify and implement the best strategic options; 

3. Developing entrepreneurial management teams, not only leaders; 

4. Being able to recognise, assess, and connect resources and expertise to act on business opportunities;

5. Making optimal use of knowledge to make better decisions and reduce risk;

6. Connecting with resources and partners including sources of finance; human capital, technology, information and supply-chain partnerships. 

It was evident from the comparison of business needs and provider capabilities that, given the diverse and complex needs associated with high-growth firms, no single organisation could meet all the requirements of participating businesses, but rather that a range of individuals and organisations, including high-growth businesses themselves, could contribute to the support service resource base.  Furthermore, it was felt that allowing one single organization to be responsible for both managing the service as well as the actual service delivery might lead to potential conflict in which interests of the delivering agency and the interests of the firms in receipt of support could be misaligned.  It was therefore proposed that the HGBU would not be a delivery organisation, but would manage client relationships and ensure that services are provided to meet client needs through subcontracted and quality assured service providers, including coaches and mentors.  Furthermore, the HGBU would be responsible for managing the development and delivery of the overall programme through the following nine core functions:

1. Market-awareness raising to increase growth aspirations through running a networking events;

2. Intelligence-gathering on growth opportunities, sectors and firms and maintaining a growth-firm database;

3. Stimulating and attracting a delivery network of high quality experts, coaches and professional service organisations, including investors;

4. Managing the client experience throughout the interaction;

5. Strategic review & action planning for clients;

6. Managing the delivery of core services to be provided by subcontractors;

7. Referral to externally provided ‘partner and feeder’ services;

8. Developing programmes for coaches, advisors and other specialists;

9. Selection and quality assurance of suppliers and associates.
It was recommended that the new programme, in order to meet and deliver the nine core functions as above, should offer four primary services, supported through a strategic review and action-planning process, to be delivered by a selected network of organisations working under contract to the HGBU.  The four services recommended are based on the different needs of growth firms: (1) awareness and engagement, (2) rapid development and growth readiness, (3) sustainable development and, (4) capability building.  

Growth network: a prestigious peer-based community of leaders of growing businesses, with professional advisers, investors and experts, with speaking events to share experience from exceptional businesses, promote business growth, and stimulate and support the growth ambitions of businesses owners and managers.  The growth network will also function as an effective referral system through which an adequate supply of entrants to the other three services will be identified and recruited.

Growth ready: an introductory 1-year programme, aimed at enabling growth-potential businesses to achieve a growth trajectory through goal-oriented action-planning; high-growth businesses could also use this to address and resolve urgent issues.  Coaching growth-potential businesses through the early stages if growth will help ensure that common and predictable obstacles will be anticipated and more easily overcome.

Strategic growth: a bespoke 1-year plus intensive programme to enable high-growth businesses to sustain growth and achieve performance improvement.  One of the most recognisable phenomena within firm growth is its periodic nature.  This particular service will be designed to minimise the downside effects of rapid growth whilst maximising the upsides.

Growth enabler: capability-building for business advisers, coaches and intermediaries to develop effectiveness in working with growing businesses.  The growth enabler programme is an essential aspect of the service offering inasmuch as it will contribute to the long-term sustainability of the programme as well as building and the regional business support resource base which, all other things being equal, should also add value to other support services and businesses.  
The delivery framework proposed to operationalise this is shown in figure 1.
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Figure 1
High growth programme delivery framework

i-Net Gateway: Innovation Network access hub for businesses

IDB Role: Information, Diagnosis & Brokerage service provided for businesses by Business Link & i-Nets. These are part of the regional business support services infrastructure.

6. Implications for responsible entrepreneurship in regional development

Two factors are addressed here. The first is the issue of environmental and social responsibility.  Rapid business growth has traditionally not been highly constrained by these considerations, and this factor is becoming significant in regional policy-making with consequences for the nature of business support. The regional development strategy explicitly addresses questions of sustainable growth, environmental impact, carbon emissions, resource efficiency, and transport congestion. It also addresses equality and diversity, and specifically the rights of previously excluded or marginalised groups, including female entrepreneurs, ethnic minorities, disabled people, and peripheral communities, such as remote rural and disadvantaged urban districts.

The design therefore had to address these broader environmental and social concerns. In so doing, it highlighted the tension between public policy and entrepreneurial intentions, raising the question of how the public policy requirements for environmental and social responsibility can be balanced against entrepreneurial effectiveness and the stated priorities of businesses? It was therefore necessary to address how the roles of environmental and social responsibility might work in enabling rather than constraining responsible entrepreneurship in the broader context of regional development.

It appeared to the researchers that, whilst short-term business growth may in some circumstances be maximised by ignoring such considerations, this is not a sustainable position, and longer-term business growth must recognise these issues, as more enlightened businesses increasingly do. There is increasing awareness that businesses should be responsible for the environmental impact of their growth, and that growth without regard to this is irresponsible. There is some evidence that environmentally responsible businesses can achieve superior growth and success. These factors can be expected to increase in importance as global warming, energy, raw material and waste disposal costs, transport congestion and other environmental factors impact on businesses and potentially constrain business growth. Therefore an important aspect of the High Growth Programme would not only be to practice sustainability in its own operation, but as importantly to educate businesses in how sustainable entrepreneurship and business growth could be achieved. 

In relation to environmental issues, although the activities of the project are environmentally neutral, the overall impact of the programme will aim to be positive, as the project will specifically seek to support firms who promote and operate positive environmental practices, or whose activities are environmentally neutral. It was proposed that the programme would not provide support companies whose business is harmful to the environment and who will not take steps to reduce or eliminate such harm. This is potentially a controversial policy stance. However it can be justified in relation to public policy and the investment of public money in sustainable rather than unsustainable business growth. Given the sectoral distribution of growing firms (table 1), with considerable numbers in such industries as construction, manufacturing and transportation, there is likely to be considerable scope for assisting such firms to progress sustainable growth practices.

The programme will need to engage with environmental issues as an integral part of its activities, and it is proposed to minimise its environmental impact in its own activities, by seeking to minimise carbon emissions, waste, road congestion and other negative consequences arising from its operations. It will also educate businesses on the environmental consequences of growth, and seek to offer businesses methods of monitoring and reducing their environmental impact. There is also scope to identify and promote opportunities arising from environmentally sustainable, neutral or beneficial practices. The strategic business review offered to participants will include an assessment of the potential for resource efficiency to support growth programmes, increase business competitiveness and raise productivity through using raw materials, water and energy more efficiently. Finally, the programme will link directly into the regional initiative for implementing resource efficiency. Overall, it will aim to make a significant contribution to the reduction of carbon emissions and other adverse environmental impacts by fostering the development of business growth from renewable and environmentally neutral sources.

In relation to equality of opportunity and diversity, an increasing number of entrepreneurs and business managers originate from ethnic minority groups, economic migrants, and from disadvantaged communities. A growing proportion of entrepreneurs are female, and access to business growth support for people with disabilities is essential. However, members of these groups have traditionally lower rates of participation in mainstream business support programmes, which highlights the need to increase their participation in order to increase the number of growing businesses. A policy for Equal Opportunities, staff training and measures to monitor and review its implementation of the policy must be closely integrated into the project and applied to all project operations, as well as staff and beneficiaries. All project materials and information should be independently verified to ensure that they are non-discriminatory, providing positive images and counteracting negative stereotypes. Beneficiary tracking systems will need to demonstrate how recruitment meets the Equal Opportunities policy.

Ongoing engagement will be required with participating companies and business networks who benefit from the support programme to ensure that disadvantaged or under-represented groups, such as women, disabled people, and members of ethnic minority and economic migrant groups, have been involved and can access the programme readily. In this way the programme should be able to access the wider ‘talent pool’ of entrepreneurs who are running growth-potential or growing businesses, but who may not participate in ‘mainstream’ support programmes because they perceive they are ‘not for people like us’. 

Finally, general observations may be made on the conditions and pre-requisites for implementing a high growth support programme in the context of regional development. These may be of interest to development agencies in other EU states. Firstly, there is a need to recognise, and if appropriate to prioritise, the significance of high-growth and growth-potential firms in the strategy for regional economic development, given that this factor may vary between regions. It is necessary to be able to identify, segment and target or select growth-potential and growing firms; as this study found, this is not straightforward and ideally requires research investment. Having identified such firms and the managers who run them, their needs, aspirations and preferences for support must be ascertained, and the danger of making assumptions should be avoided. In particular, their concerns may well be different or even at odds with public policy drivers, for example in such areas as job creation and environmental sustainability. The strengths and limitations of existing public and private sector support services need to be established, and the extent of a mismatch between growth firm requirements and existing support, or market failure, established. It is then necessary to consider how these services and capabilities may be focused more effectively on meeting firm requirements, possibly by service innovation. Finally, it should be considered what regional development agency intervention can help to achieve this most effectively and economically, and what economic and social returns are expected from this investment. 

7. Conclusions







The research process confirmed that the identification of high growth firms is problematic, and the definition of growth used also affects which firms are targeted for inclusion in a support programme.  Although some regions may derive sufficient benefit from supporting only their high-growth firm population, within the East Midlands the low number of firms able to translate growth aspirations into actual growth suggested that an inclusive programme designed to cater for the needs of aspirational as well as actual high-growth firms would provide the greatest benefit for the regional economy (Atherton & Frith, 2005).  

The findings also confirmed that it is difficult to identify fast-growing new firms or those with turnover less than £100k, other than via referral or anecdotally, which implies that this segment is likely to remain under-represented within the support programme population.  However, the study findings that the proportion of growing firms increased in frequency with size, and that firms in the £5-20m turnover bands were more likely to be experiencing growth than smaller firms, suggests that different forms of targeted support are more likely to be required within the smaller and larger size bandings respectively. 

The second conclusion is that the public policy intention of supporting high-growth firms is complex to design and implement, since the types and frequency of support requirements of high-growth firms vary significantly, and the range of firms eligible for support implies that a ‘one-size-fits-all’ approach is likely to inadequately address the identified needs of high-growth firms.  In addition, this study found that most growing firms in the East Midlands were long-established, in sectors with mature technologies, products and services, a finding in keeping with the work of Malizia and Winder (1999), and counter to prevailing assumptions that growing firms are largely small, new and high-technology based.  

There remains, however, a legitimate question regarding the extent to which public sector funding is justified in supporting the growth of established, medium-sized firms, just as there is a question of how worthwhile it is to support the growth aspirations of smaller companies, most of which are unlikely to grow significantly.  Our work suggests that, in a region which has relatively small numbers of growing companies, support for both early-stage growth-potential firms and more established firms can be justified on the basis that the support offered has a closer fit with the needs of local firms.  In other words, support programmes designed for high and growing firms should reflect the particular composition of businesses within the region (Smallbone and Baldock, 2004).  

The proposal made in this project was for a learning organisation to be run as a connected network of growing businesses, within which firms at early stages of growth would be able to learn from more established firms, and through which public support could be targeted at a business-business learning model with flexible and customised support.  We anticipate being able to follow the development of this approach and to provide further insights as it progresses. 
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