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PRESENTATION

This policy brief presents new evidence on a policy relevant
category of firms, fast growing mid-sized firms which have
received limited attention in the academic and policy debate
so far. Adopting a classification of firms often cited in the li-
terature (Acs et al., 2008) that defines categories of firms
using animal analogies (e.g. mice, gazelles, and elephants)
we label these fast growing mid-sized firms as “Cheetah
firms” (based on the RISIS-Cheetah dataset). The evidence
presented here suggests that Cheetah firms can play a key
role for economic growth and job creation, and thus they re-
present an important policy focus for the future. Specifically,
the analysis shows that fast growing mid-sized firms are
quite widespread but not evenly distributed both across Eu-
ropean countries as well as within those countries. These firms
present different characteristics compared to the other
mid-sized firms, in terms of geographical localization and
sectoral specialization. The analysis also suggests that that
even though these firms manage to be fast growing, they find
it hard to maintain such performance over time. Finally, se-
veral economic, demographic, and knowledge-related regio-
nal factors are associated to the emergence of clusters of fast
growing mid-sized firms in European regions.

The analysis of these firms in Europe provides some useful im-
plications for policymakers. For instance, specific geo-
graphic areas seem to play a particularly important role, e.g.
the Baltic and Eastern European countries, or other regions
that are characterized by certain agglomeration dynamics
and the presence of skilled human capital. Future develop-
ments of RISIS-Cheetah and a further integration within the
RISIS data infrastructure will open new avenues for research

and provide novel insights for evidence-based policy making.

growth/smes/cosme_en

2. https:/ /ec.europa.eu/growth/smes_en

1. INTRODUCTION

In recent years, fast growing (or high-growth) firms have
received considerable attention by academic scholars
and policymakers (Coad et al., 2014). One of the rea-
sons for this increased interest is the fact that these firms
play a crucial role in creating new jobs and employment
(Acs and Mueller, 2008).

The literature on firm growth has pointed out that firm
performance appears to be highly skewed and that most
firms do not experience fast growth (Bottazzi and Secchi,
2006), that the determinants of firms’ growth are difficult
to predict, (Coad, 2009), and that high growth tends not
to persist over time (Coad, 2007; Daunfeldt and Hal-
varsson, 2012). In addition, this literature has focused on
several characteristics of these firms, including: their size,
age, sector, or country (Bravo-Biosca, 2010; Delmar and
Davidsson, 1998; Delmar et al., 2003; Haltiwanger et
al., 2013; Schreyer, 2000).

Quite surprisingly, one category of firms received so-
mewhat less attention by the literature: mid-sized firms,
as most studies tend to focus on either small entrepreneu-
rial fast growing firms or large ones.

At policy level, SMEs (small and medium-sized enterpri-
ses) have been relevant for numerous European Union
(EV) policies such as competition, state aid, structural
funds, entrepreneurship, research and innovation.! SMEs
are in fact considered the backbone of European eco-
nomy, representing 99% of all firms in the EU, and a key
to ensuring economic growth, job creation, and social in-
tegration in the EU. However, according to the SME defi-
nition, small and medium-sized firms are considered as a
unified group rather than separate categories in EU
policy initiatives.?

This policy brief addresses this issue by providing some
evidence on the specific role of fast growing mid-sized
firms in Europe (or Cheetah firms), based on an original
dataset made available by the EU funded project RISIS
(Research Infrastructure for Science and Innovation Policy
Studies).

RISIS-Cheetah is a dataset featuring geographical, indu-
stry and accounting information of European mid-sized
firms that experienced fast growth performance in sales
or employment during the periods 2008-11, 2009-12
and 2010-13.

The RISIS-Cheetah firms are defined by combining the
EUROSTAT definition of mid-sized firm and the French
definition of Entreprise de Taille Intermédiaire (ETI). The
uniqueness of this approach lies in the specific focus on
this category of firms and on its coverage in terms of
countries and sectors.

1 1. A relevant example is the EU programme for the Competitiveness of SMEs (COSME). https:/ /ec.europa.eu/-
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RISIS-Cheetah dataset currently includes 42,249 fast
growing mid-sized firms, which are located in 30 Eu-
ropean countries.

In what follows, we first describe the methodology for
data collection. We then move to the main findings obtai-
ned when analysing the RISIS-Cheetah dataset. We per-
formed a descriptive analysis on the distribution of fast
growing mid-sized firms in Europe, including o compari-
son with the distribution of mid-sized firms that did not
experience fast growth, and an analysis on the regio-
nal-level factors that are associated to the emergence
and agglomeration of fast growing mid-sized firms in Eu-
ropean regions. In the final section, we discuss the impli-
cations of our analyses.

2. METHODOLOGY AND DATA

The criteria for inclusion of firms in the RISIS-Cheetah da-
taset are:

1) Firms are established in Europe (28 countries belon-
ging to the EU, plus Switzerland, and Norway).

2) Firms were mid-sized at the beginning of each obser-
vation period: 2008, 2009, 2010. The identification of
the mid-sized firms is based on a broader definition
which combines the Eurostat definition®, and the Entrepri-
se de Taille Intermédiaire definition.*

3) Firms experienced fast growth in at least one of the
three observation periods (2008-11; 2009-12;
2010-13).

We consider fast growing those firms with an average
annualized growth rate greater than 20% over a
period of three years. Growth can be measured using
either number of employees or turnover.

We used Bureau Van Dijk’s ORBIS as main source of data
and we obtained a dataset including 42,249 European
fast growing mid-sized firms.

For these firms, we downloaded from ORBIS accounting
information (balance sheet, income statement and ca-
sh-flow) for the period 2008-14, and data about their
ownership in order to distinguish between independent
and not independent firms, and we retrieved the geo-
graphical coordinates of their location using Google API.

In addition to the data regarding Cheetah firms, we also
collected information on all the European firms avai-
lable in ORBIS that could be classified as mid-sized
(both fast growing and not) according to our definition.

This complementary dataset includes information on more

than 300,000 firms and has been used to compare Che-
etah firms with all the other mid-sized firms.

Finally, we obtained European regional-level data from
Eurostat, including detailed information about several
factors which may explain the location and agglomera-
tion patterns of the fast growing mid-sized firms in our
sample

3. FINDINGS

Distribution of Cheetah firms

The descriptive analysis of the RISIS-Cheetah dataset al-
lowed us to obtain four main findings:

1) Cheetah firms are quite widespread in Europe, though
not evenly across countries (Figure 1). In particular, we
identified 3 groups of countries based on the number of
Cheetah firms, both in absolute terms and in terms of inci-
dence (i.e. whether Cheetah firms in a certain country are
over-represented compared to all mid-sized firms in ge-
neral).

The first group includes large countries for number of
Cheetah firms but with low incidence (France, Germany,
Italy, Netherlands, Spain).

The second group comprises countries with relatively less
Cheetah firms but with a higher incidence (Baltic coun-
tries, Eastern European countries, and Scandinavian coun-
tries).

Finally, the last case includes the UK, which is the only
country combining high number and high incidence of
Cheetah firms.

Figure 1. Number and incidence of Cheetah firms by country

Number of mid-sized high-growth firms

Incidence of mid-sized high-growth firms
(Cheetah firms) by country z

(Cheetah firms) by country
O under 0.80

0 >=0.80-<1.00
@ >=1,00-<1.20
@ >=1.20-<1.50
@ over 1.50

3. Firms with between 50 and 249 employees and with either a turnover not exceeding €50 million or a balance sheet total not exceeding €43 million.

4, Firms with between 250 and 4,999 employees and either a turnover not exceeding €1.5 billion or a balance sheet total not exceeding €2 billion.
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2) If we look at the distribution of these firms based on
their geographical coordinates, we observe that Chee-
tah firms are not very evenly distributed within coun-
tries, and that in the majority of the cases, these firms
tend to cluster in specific regions within countries. From a
more general perspective, our data highlight the existen-
ce of a well-established concentration of economic activi-
ties stretching from Northern England to Northern lialy,
as well as the emerging role of a new concentration of
firms in Eastern Europe (Figure 2).

Figure 2. Distribution of Cheetah firms based on geographi-
cal coordinates

<

3) Cheetah firms differ from other types of mid-sized
firms in several dimensions. Specifically, Cheetah firms
tend to be younger and smaller than the average. In
addition, these firms tend to be more active in certain
industrial sectors (e.g. Manufacturing; ICT; Professional,
scientific and technical activities; Administrative and sup-
port services; and Agriculture and mining). Quite intere-
stingly, fast growth is not limited to high-tech sectors, even
though in these sectors we observe a higher incidence of
Cheetah firms. We also find that different countries tend
to display different relative sectoral specialisations.

4) Persistence of growth seems to be an issue for Che-
etah firms. Even if a firm manages to experience fast
growth in a certain period, it finds it hard to maintain
such growth over time. Almost 70% of the firms do not
maintain fast growth after the first observation period.
While the firms that manage to grow for two or three
periods are 23.8% and 7.1% respectively. However,
this situation is not uniform across countries. Countries with
a higher incidence of Cheetah firms (Baltic, Eastern and
Scandinavian countries — with the only exception of
Poland), in fact, display a higher proportion of persi-

5. Regions are defined according to the level 2 of the NUTS 2016 classification.

stently growing firms compared to the largest countries in
terms of number of Cheetah firms, which have on avera-
ge less persistently growing firms.

Regional variation in the emergence of Cheetah
firms

We analysed factors that might be associated to the
emergence of fast growing mid-sized firms using multiva-
riate econometric analysis. Specifically, we related the
number of fast growing mid-sized firms in a certain re-
gion/sector to country-, regional- and sector-level fac-
tors.’ These explanatory factors include regional size
(area in square km), density of mid-sized firms in the re-
gion/sector, regional population density, regional GDP
per capita, regional human capital (share of people with
a higher education degree), private and public regional
R&D spending, and fixed effects at sectoral and country
level (Northern countries, Southern countries, Eastern
countries, UK).

The main results can be summarized as follows:

1) The number of fast growing mid-sized firms is signifi-
cantly higher in regions located in the Eastern coun-
tries (including the Baltic countries) and in the UK with
respect to Western countries, ceteris paribus, which con-
firms the descriptive evidence previously.

2) Institutional factors at country level (e.g. related to
taxation, access to credit, investment protection and in-
ternational trade) explain differences in the number of
fast growing mid-sized firms across countries.

3) The number of fast growing mid-sized firms is positi-
vely related to regional population density and GDP
per capita. This evidence seems to suggest the presence
of agglomeration effects that make highly populated
and richer regions a better environment to stimulate
growth. These positive associations appear to be stron-
ger in high-tech sectors.

4) Regional private R&D spending is positively asso-
ciated to the emergence of these firms, while the
public R&D spending exhibits an inverted-U shape re-
lationship. In other words, a moderate level of public
R&D spending seems to be positively related to fast
growth; however, there are regions with very high levels
of public R&D that exhibit lower performance.

5) On average, regional human capital does not play
a significant role in the emergence of fast growing
mid-sized firms in the different sectors. However, in hi-
gh-tech manufacturing and services sectors we observe a
positive and statistically significant relationship between
the regional presence of skilled human capital and the
emergence of these firms.
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4. IMPLICATIONS

The findings based on the analysis of the RISIS-Cheetah
dataset provide some useful implications for policyma-
kers, which also represent interesting areas of further re-
search.

Fast growing mid-sized firms represent a policy rele-
vant and a so far unexplored phenomenon in Europe.

We identified a policy relevant category of high-growth
firms, which have received less attention so far. These
firms present great variability in terms of geographical
and sectoral coverage. In particular, fast growing mid-si-
zed firms operate in a variety of sectors, both in manu-
facturing and service industries, and are highly differen-
tiated in terms of technology level and knowledge inten-
sity. Furthermore, these firms have different characteristi-
cs compared with the other mid-sized firms.

This has implications for the European Commission which
has recently engaged in a public consultation in prepara-
tion for a possible revision of the SME definition.® If we
consider the prominent role that high-growth firms play in
creating new jobs and economic development, Cheetah
firms, because of their larger size and market power, are
likely to play an even more important role compared to
fast growing entrepreneurial start-ups. We therefore
suggest to adopt a broader definition of mid-sized firms,
similar to the one adopted in this document, and to pay
particular attention to the role that these firms may have
in the economic development of Europe.

Areas of further research: It would be interesting to inve-
stigate what factors may have contributed to the growth
of these firms (e.g. innovation activities), and whether
their growth was mainly due to organic factors or was the
results of mergers, acquisitions or delocalization proces-
ses.

Fast growing mid-sized firms are unevenly distributed
within Europe, with Baltic and Eastern European coun-
tries playing an important role.

Baltic and Eastern European countries seem to deserve
particular attention. These countries have in general a
higher incidence of Cheetah firms. Moreover, Cheetah
firms in these countries are on average less likely to be
subsidiaries of other firms, and more likely to experience
high growth over time than firms in other countries in
Europe.

One of the hypotheses that could explain the higher inci-
dence of Cheetah firms in Baltic and Eastern European
countries is that this phenomenon may be the result of a
delocalization process of industries to countries with rela-
tively lower labour costs.

This speculation does not find clear empirical validation
in our data. In general, in fact, most of the Baltic and Ea-
stern European countries display above the average
shares of independent Cheetah firms, compared to other
groups of countries such as the Scandinavian ones and
the largest countries which, instead, have below the ave-
rage rates of independent Cheetah firms. This suggests
that countries that have a higher incidence of Cheetah
firms also tend to have a higher proportion of indepen-
dent Cheetah firms than the average. This does not rule
out the conjecture that foreign direct investments (FDI)
might be one of the factors explaining the presence of
Cheetah firms in certain European countries, but seems to
suggest that there are definitely other explanations
behind this phenomenon, such as the ones presented
below.

Areas of further research: It would be interesting to esti-
mate the role of these firms in creating employment op-
portunities in Baltic and Eastern European countries, as
well as whether and how they facilitated the economic
cohesion in Europe in the last decade.

Local and regional factors play a relevant role in the
localization of fast growth mid-sized firms in Europe.

Our analysis suggests that institutional factors at country
level (e.g. related to the level of taxation, access to
credit, investment protection and international trade),
could influence the emergence of Cheetah firms. Howe-
ver, besides these institutional and economic factors at
country level, the localization of fast growing mid-sized
firms also depends on agglomeration effects which play
a role at sub-country or regional level. These regional
factors include: demographic (population density), eco-
nomic (GDP per capita), and knowledge-related (human
capital, private and public R&D spending) factors. These
effects are even more important in the case of high-tech
sectors.

These results have significant implications for regional
and cohesion policies at national and EU level aiming at
improving the attractiveness of certain regions and redu-
cing regional disparities, especially if we consider the
potential benefits in terms of employment creation that
the presence of these fast growing mid-sized firms may
bring to the regions in which they are located.

Areas of further research: It would be interesting to com-
pare the sectoral specialization of Cheetah firms with
the strengths and comparative assets of the region in
which they are located as described by the EU Smart
Specialization Platform.”

Overall, future developments of RISIS-Cheetah dataset
and a further integration within the RISIS data infra-
structure will open new avenues for research and provi-
de novel insights for evidence-based policy making.

6. https:/ /ec.europa.eu/info/consultations/public-consultation-review-sme-definition_en

7. https: / /s3platform.jrc.ec.europa.eu
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RISIS2 - European Research Infrastructure for Science, techno-
logy and Innovation policy Studies aims at building a data and
services infrastructure supporting the development of a new gene-
ration of analyses and indicators on STl fields.

To develop a deeper understanding of knowledge dynamics and
policy relevant evidence, RISIS goes beyond established quantita-
tive indicators, developing positioning indicators, in order to
reduce asymmetries in actors producing new knowledge, in places
where knowledge is generated, and in themes addressed.

RISIS community is dealing with sensitive issues as social innovation,
non-technological innovation, the role of PhDs in society, and por-
tfolios of public funding instruments, studying both universities and
firms.
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RISIS Policy Brief Series aim at disseminating key results
coming from RISIS2 to improve the use of data for eviden-
ce-based policy making. The outcomes are presented through
short documents pointing out the main policy issues at stake,
demonstrating the contribution provided by RISIS, and what
new avenues for research are now open.
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