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Abstract

Objective: This article analyses the factors that influence the growth of small and medium-sized enterprises in Colombia,
taking as a reference the last major survey carried out on this type of enterprise in the first quarter of the current year.
Methodology: A descriptive/quantitative research is proposed for the study, based on the figures provided by the National
Association of Financial Institutions, which in partnership with organizations such as Bancoldex, Confederation of Chamber
of Commerce, Bank of the Republic and National Guarantee Fund, interviewed 1454 micro entrepreneurs between January
and March 2018. Recommendations: The information presented here allows us to project a scenario that is conducive
to strengthening the business sector and suggests in particular that we continue to encourage formalization channels.
Conclusion: SMEs continue to be a very significant component of the country’s economy, and initiatives to strengthen and
sustainably promote them must continue to be promoted in the city.
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1. Introduction

In Colombia, small and medium-sized enterprises
(SMEs) are considered an important source of labor gen-
eration with ample flexibility in their operations* and
they contribute to the Gross Domestic Product (GDP), to
productivity growth, as well as to the growth of interna-
tional trade. In general, low levels of capital requirements,
high birth and death rates, active participation of family
members as owners or partners, centralized power, hiring
of diverse hands, limited resources for innovation, etc.2,
characterize SMEs in Latin America.

These organizations are confronted with many factors
that contribute to their growth, but at the same time they
face many barriers, which can be of two types, institutional
and financial; the first is associated with the interaction
that the company manages with government entities in
relation to legalization procedures, taxes and government
support; the second has to do with the lack of financial
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resources?. In addition to the above factors, researchers
have determined that SMEs also face internal barriers
along with social barriers, which affect aspects such as
their position in the market, access to suitable human
resources and the technological network. In the same
way, it is considered that small companies are dependent
on the vision of the owner, management skills, training,
education and background of the company’s leader”.

In general, the factors influencing SMEs can be
divided into internal and external®:

 Externalfactors: are those that are beyond the control of
the company, which include economic, socio-cultural,
regulatory and legal, political, financial, commercial,
technological, demographic, geophysical, etc; are
those that provide opportunities or threats from the
environment. The demographic environment includes
factors such as size, growth rate, population compo-
sition by age or gender; the analysis of these factors
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is important, as the heterogeneity of demographics
marked by the diversity of tastes, preferences, beliefs,
or temperaments, affects market demand, from which
companies establish their strategies®.

o Internal factors: are those that are controllable, such as
personnel, strategy, operation, marketing, and finance
and technical skills. It comprises resources, synergy
and distinctive competencies of a company, which
determine the internal aspects of the organization as
well as its internal strengths and weaknesses®.

o Once the organizational and environmental factors
have been evaluated, the organization is able to map
out its strategies to carry out the planned objectives.
A flexible organizational structure allows the organi-
zation to respond quickly and effectively to changes
in the market, making the capacity of staff one of the
most important factors influencing the business envi-
ronment related to the existence and use of human
resources.

The development of a successful management depends
in great percentage on the people who participate in it; the
competitive environment in which companies operate,
require new forms of commitment to be aware of the facts,
decide, direct, think and feel, including the administration
of human relations for more effective communication®.
Strategic human resources management has emerged as a
dominant approach in human resources management policy
over the past 30 years’, whereby the formulation and prom-
ulgation of a human resources strategy must be designed in
alignment with strategic objectives®. Over the course of this
time, the human resources function has undergone major
changes, where professionals have become business part-
ners, which is why strategies must be oriented both to seek
success and to achieve sustainability®~.

Human resource management requires that business
leaders evaluate their talent pool on an ongoing basis to
determine whether the experience needed to achieve the
strategies is available within the organization'*", as well
as to identify the skills that can be developed in employ-
ees to achieve the level needed in the organization to be
competitive’. The relationship between the strategy pro-
posed towards the development of innovation and human
resources policy has a positive impact on the achievement
of an innovative culture!?. The intangible resources are
those based on knowledge, which make up the aspects of
business competitiveness, mostly used by organizations,
becoming the intellectual capital®.
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2. Methodology

A descriptive/quantitative research is proposed for the
study, based on the figures provided by the National
Association of Financial Institutions, which in partner-
ship with organizations such as Bancoldex, Confederation
of Chamber of Commerce, Bank of the Republic and
National Guarantee Fund, interviewed 1454 micro entre-
preneurs between January and March 2018.The analyses
to be carried out will be of a differentiating nature and
will focus on characterising the relevant aspects that allow
for reflection on the factors that have the greatest influ-
ence on the life of SMEs in the city.

3. Results

According to the data published by the National
Association of Financial Institutions (ANIF), for the
Large Survey of Microenterprises (GEM), 1454 SMEs
were surveyed nationwide; they are distributed in three
main economic lines, which are shown in Figure 1.

70%

61%
50% —_—

29%

10%
B D
0%

Trade Services Industry

Figure 1. SME:s by sector (ANIF, 2018)
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According to the figures compiled, 61% of the compa-
nies that participated in the GEM belong to the commercial
sector, thus reaffirming that this is the largest share, fol-
lowed by the services activity and, lastly, the industrial
activity. Figure 2 shows the percentage of companies that
are currently formally incorporated and those that accord-
ing to the interview are still in the informal sector.

According to the data, the largest number of formal
enterprises is found in industry, followed by the com-
mercial sector and, finally, the service sector. The degree
of informality is averaged over the three lines at 26.3%.
In exploring the characteristics of the leaders, informa-
tion was obtained on the age and level of education of the
owners, as shown in Table 1.

Table 1. Age of SME owners

Age
18-25 | 26-35 | 36-45 | 46-55 | 5665 | +65
Trade 11% | 28% | 28% 20% 10% 4%
Services | 14% | 26% 265 30% 10% | 15%
Industry | 10% | 22% | 22% 25% 11% 7%

According to the survey, the age ranges with the high-
est number of homeowners are between 26 and 55 years
of age, respectively, with the lowest participation in the
18-25 and 65+ age ranges, as reported. Table 2 shows the
educational levels of entrepreneurs.

Table 2. Educational level of entrepreneurs

Secondary school | Technique | Professional
Trade 43% 29% 13%
Services 39% 29% 19%
Industry 51% 22% 14%

As can be seen, the predominant educational level is
the secondary category, followed by technical or tech-
nological training and, ultimately, higher education. In
exploring the aspects directly related to the functioning of
the SME, the problems related to the improvement plans
were addressed, and therefore the problems of financing
and continuous improvement are mentioned in Figure 3.

As for the request for resources for the financing of
activities, it does not exceed 15% in both scenarios (legal
and informal). With reference to the improvement plans,
it was found that they are not being carried out in most
SMEs, as projected with the following results in the two
scenarios shown in Figure 4.
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Figure 4. Ido not carry out improvement plans in SMEs.

4. Conclusion

SMEs continue to be the country’s main driving force,
especially in terms of job creation. Nevertheless, the char-
acteristics of the Colombian businessperson continue to
have characteristics that demand attention, since among
the most important aspects we can highlight the low lev-
els of professional training and the refusal to incorporate
improvement plans in business.

SMEs continue to be the country’s main driving force,
especially in terms of job creation. Nevertheless, the char-
acteristics of the Colombian businessperson continue to
have characteristics that demand attention, since among
the most important aspects we can highlight the low lev-
els of professional training and the refusal to incorporate
improvement plans in business. When reflecting on the
data cited in this document, it is important to note that in
the three sectors with the highest participation of SMEs,
the age range is between 26 and 55 years old. Authors such
as Wagner have addressed these types of phenomena and
Robert, who has stated that as technology and innovation
advance, entrepreneurs will start early.
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It is also worth noting that the vast majority of entrepre-
neurs have only completed secondary education, this reality
invites analysis in this regard, since it is estimated that as long
as the entrepreneur is trained, his business could have a bet-
ter chance of survival, lack of tools and academic resources
in the field of business, could lead to a risky scenario where
resources and strategies could suffer major obstacles, as they
have stated in various research related to SMEs globally.
On the other hand, when analyzing the issue of financing
and improvement plans, there is a certain amount of resis-
tance on the part of employers, since, despite the fact that
the vast majority of them are already legalized, they are not
turning to financial institutions to resolve possible needs
in this regard, this may be influencing the acceptance of
improvement plans and opens the door to reflection on pos-
sible sources of informal financing, which, being more agile
in access, may be pushing the entrepreneur away from the
channels set up by the government, the banks and business
promotion organizations, these types of phenomena are not
exclusive to Colombia and in other countries the subject has
already been touched upon, with a very similar scenario.

What is set out in this document shows the need
to promote training plans for entrepreneurs, not only
because they are starting their activity at an ever younger
age, but also because, as long as they have theoretical
resources, they will be able to make better decisions that
will lead them to forge a more sustainable, secure and
long-term scenario. This could benefit the generation of
more jobs and at the same time encourage more respon-
sible companies where human and other resources are
integrated in a competitive manner.
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