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The relation between Firm growth, Size and R&D in lranian

electronics industry

Ali Dehghani
Mohammad Ali Molaei
Monire Ahmadi

ABSTARCT. This paper investigates the relationship among firm growth,
size, and behavior, such as R&D activity, on the data based 4-digit
International Standard of Industrial Classification (ISIC) of firms in the
Iranian electronics industry over the period of 1995-2011. The study
applies a way Using GMM method to control endogeneity of R&D to
verify the validity of Gibrat's law in the Iranian electronics industry.
Results show that firm size has a negative effect on firm growth in the case
of Iranian electronics firms Therefore our results reject the Gibrat’s law.
Indeed, According to this law, firm growth rates ought to be a random
process and therefore should be independent of firm size. According to the
other finding of the present paper, an increase in R&D induces a higher
growth rate. So the measures adopted by the government to encourage
firms to commit to R&D should be reconsidered for firms in the Iranian

electronics industry.
Keywords: firm size, firm growth, R&D, Gibrat’s law, panel data

JEL classification: C23, L11, L64, L94
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The study of factors effect on Growth of Consumable industries, 1380-1392

ABSTRACT: To conduct this study we used an unbalanced panel of Iranian consumable
firms over the period from 2001 to 2013. We subdivide the sample into small and large
companies. The purpose of this paper is to use Dynamic Panel Data (DPD) models and
GMM-system to estimate a dynamic panel data model of firm growth to see whether is
Gibrat’s law holds or not. The main implication of our findings is that Gibrat's law
rejected because there are some determinants which exert influence on firm growth. We
find that there is a positive relationship between firm size and sales growth in both of
groups.

Keywords: concentration rate, size, ownership, Growth, Gibrat’s law, dynamics

approach
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