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An Investigation on the Relationship between Firm Size and
the Growth of Productivity in Iranian Pharmaceutical
Industry

Abstract:

The study investigates the relationship between firm size and
performance which is proxied by the growth of productivity, technical
efficiency and technological changes in Iranian pharmaceutical industry.
The empirical investigation is based on twenty three pharmaceutical
firms which are accepted in Tehran stock exchange. The firms are
classified in terms of the number of workers into big and small-medium
size. Based on the classification, the effect of ownership on the growth of
productivity has been also studied. Data envelopment analysis (DEA) is
used to estimate productivity and efficiency changes during the period of
time. The results of the study show that there is no significant
relationship between firm size and the growth of total factor productivity
in the selected incumbent firms of pharmaceutical industry. The finding
support Gibrat’s law about independence of growth rate and initial firm
size. The study supports the notion that policy makers should not allocate
supporting policies to small firms because they are not more job creative
than their larger counterparts.

Key words: Firm size, Total Factor Productivity, Firm Size Distribution,
Non-Parametric Method.
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