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Abstract

Sources of firm growth and development have receiveich attention in the field of research. Theselist
vary in content and perspective. Changes in treedifirms are therefore extremely important evemta firm'’s
demography. The growth of firms has consequencesrfgployment and consequently economic growth. The
objectives of this study are to explore the factbeg affect business growth and the determinahtseosize of
business. The techniques used for data collectioluded questionnaires and interviews. Purposivepiag
was employed to identify the sample. For robustnésgh parametric and nonparametric methods were
combined for the analysis. Further, simple regmssinalysis was used to ascertain the factorsatifett the
size of businesses. Correlation analysis was eredldg examine the nature of the relationship betwfeen

size and other variables. Furthermore, Pearsoirsqehare test of independence was also used isttity. The
correlation analysis showed that business age Ipasitive and statistically significant associatigith business
size. The regression analysis revealed that busimgs and record keeping had significant impactsusiness
size. For policy, business start-ups should be waged supported to survive over time.
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1. Introduction

Several studies have investigated the causes ocesoof firm growth and development. These invesitgs
vary in perspective. Growth of an entrepreneuiiah fis an indication of success. According to Knu¢004),
business growth has both quantitative and qualéadiefinitions. Growth may be measured in termseg€nue
generation, value addition, and volume of the bessnlIt can also be defined in terms of qualitafidatures like
market position, quality of product, and goodwiilthe customers.

Firms have different stages in their life cycleeytare born, appear in the market, survive, grosvearentually
die. Firm size therefore reflects how the firm exs and adapts to its environment. As noted by\Wéssen
(2002), changes in the size of firms are thereéoteemely important events in a firm’'s demograpitye growth
of firms has consequences for employment and colesgly economic growth. With a positive rate of wtio
there would be a net creation of new jobs, whiteegative rate implies the net destruction of jdtstably, the
evolution of employment therefore has obvious intpan government budgets.

The importance of firm growth and its effect on mamic growth cannot be ignored. The evolution dfvac
firms would result in backward and forward linkag€kese linkages would be higher or lower dependimghe
evolution of active firms. Considering the genesfect of firm growth on an economy, an increasdirim
growth may increase its demand towards other sedious producing an increase in the economicigctv a
region. This dynamism in the economy can lead tpomgrowth. The reverse holds where a decreaséén t
number of employees in a firm may lead to a crisis.

Many existing studies draw inferences about firrowgh from aggregate data, rather than from obsienvaif
the internal dynamics of the unit of analysis. Tétisdy is an attempt to fill this gap and exterel literature.
The objectives of this study are to explore thediscthat affect business growth and the deternénainthe size
of business

The rest of the study is organized as follows. dwihg is a review of relevant literature. This @léwed by the
methodology adopted for the study. The resultsdiscussion from the study is next and lastly isdbeclusion
of the study

2. Literature Review

Penrose’s (1959) theory of firm growth was concdmith the firm as an administrative organisatioritie real
world. She alluded that the firm's existing humasources provided both an inducement to expandadimait
to the rate of expansion of the firm. She explaifigther that there was a cumulative process daraution
between the market opportunities of the firm ane pmoductive services available from its own resesr
Further, firm growth was considered as an evolatigrprocess which involves the accumulation of kieolye
unique to the firm. She further observed that lemytakes place through shared knowledge and aationthat
the competence so achieved can extend the firmuptive opportunities.

Several studies have investigated the determirmdrigsiness growth and development. A study by Raet al.,
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(2009) on the determinants of small business sscopsed that internal and external factors aral ¥idr the
success of small business. They identified eigbtofa of business success. They were external amaent,
market accessibility, entrepreneurial quality, hanmrasource and market support. The rest are gowsnm
pricing, delivery and service. Rogoff et al. (200dyealed that both external and internal factffiectaithe size
and growth of businesses. The internal factoraughelcharacteristics of the business owner, busisigesand
years in business, the ability to attract outsidpital investment, management, financing, plannéxgperience,
and skill to implement any identified projects. Th&ternal factors are sales tax rates and infretsire
expenditure.

Mambula (2004) showed that firms getting credit attter forms of assistance do not perform well@spmared
to those less restricted firms in that regard. dd,aasuo et al. (2001) in their study found thefimitions of
business success are generally hinged on econanfiicancial communication. These take the formreturn
on assets, sales, profits and employee’s survatasr A study by Paige and Littrell (2002) conchbidbat
intrinsic criteria affected business success. Tiheluded sovereignty, controlling a person’s owogpect and
being one’s own person in charge. Extrinsic facidentified included increased financial returnsrgonal
income, and wealth. The role of government in thecsss of the business is significant followinguanber of
studies. A study conducted by Sarder, et al. (188nylucted on small enterprises in Bangladesh foaudfirms
getting support services experienced a significarease in sales, employment and productivity.
Contrariwise, other studies have found that govemnassistance was not relevant to the successemaif
businesses. Business characteristics that affectpérformance of businesses are age, size, antoloaaf
business (Kraut and Grambsch, 1987; Kallerberg lazidht, 1991). Research has shown that severabriact
affect the growth of small-businesses, especiallpck of capital or financial resources. Some ssidiave
found that additional capital is often not requiratd can be overcome through creativity and ima{Dia,
1996; Godsell, 1991; Hart, 1972). In a related wtidhllon (1990) noted that the amount of capiteéded to
start a business and the rate of growth for thénbas was significantly and negatively related. ifiddally,
access to commercial credit did not contributertivepreneurial success.

Also, some researchers have argued that small dsssie are under-capitalized. In Africa, most bsses
depend on their own or family savings. Most of themmnot meet the requirements for commercial loand,
those who do find such loans expensive (Gray, Gpaled Lutabingwa, 1997; Trulsson, 1997; Van DijR95).
In a recent study in Ghana, Mumuni et al. (2013pated that the major barriers facing women enémgurs
are access to credit, managerial skills and cdlhagiers. They noted further that the main sowft&nancing
businesses was own savings. Additionally, Keysat.€R000) found that, lack of starting capitalsveacommon
problem facing entrepreneurs in Zambia. Okpara \afydn (2007) in their study observed that the ppati
constraints to success included poor managemesk, da capital, corruption, weak infrastructure, apoor
recordkeeping.

Inexperience in the field of business, lack oht@cal knowledge, inadequate managerial skillsg Eoplanning
and lack of market research have also been idedt#s negatively affecting the growth of firms (ties, 1996
and Mahadea, 1996). Corruption, poor infrastructpoer location, failure to conduct market reseasnid the
economy are some of the negative factors that tafffec growth of firms and business (Mambula, 2002)a
similar study by Krasnigi et al. (2008), they exaged the impact of the Firm, the Entrepreneur aedhsiness
Environment on the growth of new versus much eistadd firms. They found that the age of the entrepur at
the startup and entrepreneurial teams exert aiyositfect on firm growth.

Mateev and Anastaso2@10 have opined that firm size, financial structunel @roductivity affect the growth of
enterprises. Furthermore, they noted that the tséts has a direct impact on the sales reverayeewr, the
number of employees, investment in R & D, and othéngible assets do not have much influence en th
growth of firms. In a recent study, Lorunka et(@D11) have found that the gender of the founder, thewuarnof
capital required at the time of starting the buséjend growth strategy of the enterprise are itapbrfactors
that affect growth of a small enterprise. They halso identified commitment of the person startimgew
enterprise to be a good predictor of business sscce

Similar growth indicators have been found and usetthe empirical literature. They are the finan@alstock
market value, the number of employees, the sal@seuenue and the productive capacity. The remgiaie the
value of production and the added value of prodac(Delmar, 1997). Comparing three indicators ohfsize,
Kirchhoff and Norton (1992) considered employmeatsets and sales. These were tested over a seaen ye
period and they produced the same results. Thagfthre concluded that they can be used interchdngea
Earlier studies have revealed that the number gfi@yres is the most widely used measure of sizebkrley
(1976) opined that the organization of the intenmacess is revealed by the number of employeax.oBe
(1959) agreed that employment is a direct indicafoorganizational complexity. She thus consideitegls a
suitable indicator for analysing the managerialliogtions of growth.
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3. Methodsand Materials

The population comprised small medium enterprisikinvthe Wa Municipality. A sample of hundered (30
business owners was used for the study. The teebsigsed for data collection included questionsadned
interviews. Purposive sampling was employed to tifierthe sample. This is appropriate since the sros
sectional data will allow an examination of theaasation between exposure and outcome insteadusfecand
effect. For robustness, both parametric and nonpetric methods were combined for the analysis. Heuyt
simple regression analysis was used to ascertaifattors that affect the size of businesses. Gaiwa analysis
was employed to examine the nature of the relatipnbetween firm size and the factors that afféct i
Furthermore, Pearson’s chi-square test of indeparad@/as used to test the hypothesis formulatedarstudy.
The size of the business defined as BSIZE is tmelan of employees in the business. Gender is repred by
SEX which indicates male or female. Records kee@migefined by REC and the age of the business oigne
also defined as AGE. The remaining are the leveddafcation represented as EDUC and age of the dassas
BAGE.

3.1 Hypotheses

Hypothesis 1

Ho: There is no relationship between businessasizkeage of business.

Ha: There is a relationship between businessasideage of business.

Hypothesis 2

Ho: There is no relationship between businessairkegender.

Ha: There is a relationship between business sidegander.

Hypothesis 3

Ho: There is no relationship between businessaizkeducational level.

Ha: There is a relationship between business sideeducational level

Hypothesis 3

Ho: There is no relationship between businessasizkrecords keeping.

Ha: There is a relationship between business sideecords keeping.

3.2Model
From the theoretical and empirical review of litere, the conceptual model to be investigated téke@$orm:
BSZE = f (SEX, REC, AGE,EDUC,BAGE) (1)

The econometric specification would involve concatimg on the cross section aspect of the TimeeSeZross
Section (TSCS) Model. The Generic TSCS model thefform

Yie = )g,tﬁ-i-gi t 2)
wherei=1,...,N;,t=1,...,T, andis aK vector of exogenous variables and observationtndexed by

unit i and timet. In this specification, time would be fixed sintedoes not vary. The equation may thus be
modified as

i, =XB+E 3)
The estimable model for the study would thus become

BSIZE, = f, + BSEX, + B,REC, + BAGE, + B,EDUC, + ABAGE, +u @

4. Resultsand Discussion

The relationship or association that exists betwesiness size and the determinants is establisftad.is
established using correlation analysis. It is obsgrthat among the variables, gender and educhtoe the
same correlation coefficients. These coefficienmts ery low and negative. The correlation coeffitieare
0.034 and not statistically significant. In additjiage of the business owner has a positive ancctovelation
coefficient that is not statistically significarfthe low but relatively higher correlation coeffints are with the
business age and records keeping. The correlateffigent for record keeping is 0.33. This cod#itt is
negative and statistically significant at the alth@l level. It suggests an inverse relationshipveen record
keeping and size of business. To add, businesslagéhad a low but positive association of 0.26witisiness

size. This coefficient is positive and also statédty significant at the 0.01 alpha level. These shown in table
1.
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Table 1 Correlations between Business Size and other variables

Variables Correlation Coefficient
SEX -0.034

REC -0.33*

AGE 0.068

EDUC -0.034

BAGE 0.26*

* denotes significance at the 1% level.

Source: Authors’ Construct

The chi-squared test results indicate that the Imgdlothesis cannot be rejected in all cases eXoeptcords
keeping. There is therefore no significant relagiup between age of business, gender and edudalieh
However the null hypothesis is rejected for recok#d®ping. This means that there exists a significan
relationship between records keeping and businessThese are presented in table 2.

Table 2 Chi-Square Test Results

Varibles Chi-squared Value Asymptofic Significanc
SEX 10.876 0.367

REC 17.587 0.004

AGE 6.508 0.97

EDUC 25.2 0.451

BAGE 28.035 0.569

* denotes significance at the 1% level.

Source: Authors’ Construct

The outcome of the regression reveals interestawsfon the determinants of business size. Amoeg th
determinants, only two variables; records keepind age of business were significant. The margiffaceof
record keeping on the size of business is a neg8t§9. The interpretation is that if record kegpthanges by
1%, size of business changes by 69% but in the sigpdlirection. This indicates that as record kegpi
increases (decreases), the size of the businessades (increases). This coefficient is signifiarhe 1% level.
Furthermore, the marginal effect of age of busingegmsitive and significant at the 5% level. Iticates that a
1% change in the age of the business would res@tli3% change in the size of the business. Thitiaeship

is however positive. This finding supports existstgdies (Kallerberg and Leicht, 1991; Kraut and@osch,
1987; Rogoff et al. (2004). Meanwhile, gender, lefeeducation and age have very low numerical fawehts
and do not have any impact on the size of busifBssy are not also ststistically significant. THiisding is
emphasized by the correlation coefficients. Howetbe finding on entrepreneurial quality or edumati
contradicts a study by Radiah et al. (2009). Hnalhe ANOVA table suggests a non rejection of tha
hypothesis. Th@-value compared with alpha = 0.01 is statisticalnificant at the 1% level. There the model
is a good one since the model coefficients areeaas. These are shown in table 3.

Table 3 Summary of Regression Results

Uependent variable: BSIZE cCoetiicient T-Statistic blgnmcance
CONSTANT 2.723%0.605) 4505 000
SEX 0.044(0.107) 0.415 67
REC -0.686%(0.224)  -3.059 0.003
AGE -0.045(0.106) -0.426 0.671
EDUC -0.064(0.065) -0.99 3.25
BAGE 0.129*%(0.075) 1.722 0.088

Adj. R* = 0.11, ANOVA [Fstat = 3.425*, Sig. = 0.007], Figuin () indicates standard error.

* denotes significance at the 1% level.

Source: Authors’ Construct

5. Conclusion

This study examined the determinants of firm sizeGhana. It sought to explore the factors thatcédi®
business growth and the determinants of the sizeusinessTo achieve these objectives, questionnaires and
interviews were conducted to collect data. Purppstampling was employed to identify the sample. For
robustness, both parametric and nonparametric metivere combined for the analysis. Regression sisalyas
used to ascertain the factors that determine bssisize. Correlation analysis was employed to exartiie
nature of the relationship between firm size anldeotvariables. Furthermore, Pearson’s chi-squast d&
independence was also used in the study. This ihadssible for the test of hypothesis. The cotrefeanalysis
showed that business age had a positive and ®alligtsignificant association with business siZéhe
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regression analysis revealed that business ageeandd keeping had significant impacts on busiséss. It is
therefore recommended that business start-ups gstoeubencouraged and supported to survive over simee
age of business played a significant role in theraination of firm size.
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