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Abstract

This study combines Gibrat’s model of the process of growth,
foreign direct investment (FDI) and financial structure to extend a new
firm growth model. This study uses a sample of 680 firms operating in
Taiwan Electronic and Information industry during the 2000-2004 periods,
and applies quantile regression techniques proposed by Koenker and
Bassett (1978) to analyze the marginal effects of the proposed firm growth
model given different quantiles of firm size. The empirical results indicate
that smaller, younger and smaller technological gap between domestic and
foreign firms tend to grow faster. For the spillover effects from FDI, this
study finds that FDI positively affects the growth of the invested middle
and large firms, but negatively affects the growth of middle and small
domestic firms. For the effects of financial structure, this study shows that
maintaining higher liquidity tend to grow faster for any firms, but larger
debt overhang would prevent the growth of small firms.

Keywords: Foreign Direct Investment, Technological Gaps, Firm Growth,
Financial Structure, Quantile Regression
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