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The Empirical Investigation of Firm Size Determinants

—Evidence from Chinese enterprise panel

Fang Mingyue , Nie Huihua
(School of Economics, Renmin University of China, Beijjing 100872)

Abstract: Firm size or boundary is the core problem in business theory. Centering on this problem
there exist various theories, and yet lack sufficient empirical study. Using 2001-2003 firm-level
balanced panel data of manufacturing firms above scale in China, this paper tests the determinants
of China firm size by fixed effects model for the first time. Our results show that firm size has a
high positive correlation with asset specificity, innovation, business profit and property rights
protection. On the contrary, we find that property rights structure and per-capita capital have no
significant influence on firm size. We hold that accelerating technological innovation, deepening
market economy system reform and establishing the market environment which is competitive,
fair, open and rule of law will be beneficial to the growth of Chinese firms.

Key words: firm size; asset specificity; property rights; panel data



