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The Effect of Firm Size on Profit Rates
in Egyptian Man Manufaturing Firms
(An Empirical Study)

ABSTRACT

The effect of firm size on business profit rates has been of some
interest to accountants in the U.S.A. and Western Europe countries. To the
best of the researcher’'s knowledge, however, no empirical studies aimed at
testing the relationship between these two variables in Egyptian
manufacturing firms have been reported.

Perhaps, one of the reasons for the paucity of statistical evidence in
this field is the difficulty of collecting comparable data and of finding suitable
defintions of either size or profitability. The major purpose of the present
study is to fill this gap by providing empirical evidence on this paramount
issue.

The methodology used mainly included review of the relevant
accounting literature. Twenty-three firms, distributed over three
manufacturing industries in the public sector, were randomly selected and
their financial data statistically analysed. The mean, standard deviation,
coefficient of variance, Spearman's Rank Order correlation coefficient, and
variance analysis were all employed in the statistical analysis. Taken
together, the result obtained support a tentative conclustion that :

1. Large firms employ their assets less profitably than small firms.

2. There appear to be significant differences between industries for both
average size and profitability, which means that conclustion drawn from
all manufacturing industry samples must be treated with a certain amount
of scepticism.

3. At an individual industry level there are not at present enough firms to
arrive at any significant results to support or refuse conclustion 1.
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