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Abstract The necessity for co-prosperity between large and small businesses has emerged as a top policy priority
as economic polarization has been exacerbated since the 2008 global financial crisis. Against this background this
paper makes a detailed analysis of differences between SMEs (Small and Medium sized businesses) and large
enterprises located in Gyeonggi - do, in respect of growth. The data set used in the analysis is the 15 year(1996-2010)
panel data of IT companies (large enterprises: 80 data and SMEs: 437 data) collected from the KISVALUE database.
The estimation results of Pooled OLS indicate that the coefficients representing corporate size are less than 1, which
implies that the Gibrat’s law, no correlation between the size of a firm and its growth rate, is not supported by the
data. In the meantime, the estimated coefficients representing corporate age are negative, which implies that Jovanovic
hypothesis, inverse correlation between the age and the growth rate of a firm, is consistent with the data. In short,
SMEs, which are generally younger than big enterprises can achieve higher growth rate than the latter ones which
are usually believed to be older. In addition, the more export- and innovation-oriented the firm, the higher its growth

rates.
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[Table 1] Models with Sales as Size Variable

Dependent Dependent Dependent
Variable: Variable: Variable:
Log(SALES | Log(SALES | Log(SALES
2000) 2005) 2010)
9533 136%™ 14577
Constant (4976) (5197) ( 4576)
SALES 067%™ 0517 0483
Log(SALESIHH) (7.256) (4.006) (3.183)

. -2.933™ 3247 -3638™
Log(AGELRG) (-5664) (-4217) (-3564)
Log(SALESIH) * 0.106™ 017" 0136™
Log{ ACEIFH) ( 4203) (317D ( 2911)
ad R? 0.860 0673 0619

Obs. 107 107 105

Note: The figures in parentheses indicate t-Statistic and =, s,
and * imply significant levels of 1%, 5%, and 10% respectively.
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[Table 2] Models with the Number of Employees as
Size Variable

Dependent Dependent Dependent

Variable: Variable: Variable:

Log(EMP2000) | Log(EMP2005) | Log(EMP2010)
. 2578 39257 34447
Constant (8152) (6175) (6.724)
. 0537 0.255 0332
Log(EMP19%) (5922) (1.379) (2:669)

. -0551" -0.860" -0.955™
Log(AGEL6) (-5.116) (-3833) (-4.329)
Log(EMP1996) * 0.108™ 0.169™ 0.156™
Log(AGE1996) (4.041) (3.056) (3.161)

adi. R? 0.869 0597 0592
Obs. 102 108 9

Note: The figures in parentheses indicate t-Statistic and s, s,
and * imply significant levels of 1%, 5%, and 10% respectively.
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[Table 3] Determinants of Firm Growth
— Dep. Variable:
. s il Growth rate of
Growth rate of sales employees
S0 0257 0103
. (~4.146) (-6531)
20235 20071
Age (-1.770) (-3001)
. 00047 0.004°
(SIZE) = (SIZB) @611) (1.8%2)
. 0001 0003
(AGE) = (AGE) (-0120) (-0.391)
. o 0010 0013
(AGE) = (SIZE) (1.466) (1.713)
Dummy for 0035 0.019
Export (2.649) (1.454)
R&D Intensity 0.008 0.008™
Ratio 1654 (2.127)
Constant 39207 0400
) (6.189) (11557)
Adj. R 0.658 0469
F-statistic 75307 30.709
Obs. 271 236
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