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Business firms are generallv classitied mto four mega-categories such as micro. small,
medium and large-scale enterprises based on the amount of capital invested and/or the number of
persons emploved by the tirms. The growth process and the role of these individual business
firms seem o have heen explained on the basis of the tour size categories referred to above
However, micro-scale enterprises were not being meluded in the present study duce to the non-
availability of capital data on a ume series basis. Small-scale firms are claimed to be failing o
maintain a dynamic process of growth as that of large-scale firms.

Ihis study focuses on examining the growth potentials of smali-scale enterprises in
refation o medium and large-scale business firms in the munufacturing sector in Sri fanka T
present study has three main objectives: vizo. to examine whether there 1s a common
proportionate growth rate for all firms of different size classes: to investigate whether there 15
amyosignticant relationship between growth of manutacturing tfums and their sizes: and o
ivesticate the possible impact of liberalized economic policies on ditferent size of firms. Two
main hypotheses were formed for this purpose. First. there is no significant refationship between
crowth rates of busmess firms and therr respective sizes Sceond. all business firms of diflerent
stzes iave @ common proportionate growth rate The capiial data on a ime series basis i the

manufacturimyg firmsin Sri Lanka were used tor this purpose.

Smail firms are claimed to be plaving o significant role in the process of ccononi
development i developmg countries Successtuily  operating  smali business firms can
continuousiv be seen in developed countries too. Small industries secrn to play a key role in the
ceonomies that are characterized by capital scarcity. low fevel of technology, low-skitled labor.
and high anempioymeni cte. Beonomic sationale of smaltl-scale firnis is explored in this studs
Fhe growth ot business firms 1s determined not only by internal factors but aiso by factors that
are externai 1o the froe Potenbality of growth or Buduie in difterent size of firms depends maint
on profitability. Profitability of a busimess firm is determuned by several factors: namely. gualin
of s management. speciahized input use. pohlitical environroent, governiment policies. and
technological level ete. I these factors are sensitive 10 the size of the tirm. there mayv be
stamificant differences between the growth rates of different size classes A review of growth
potentials and constraints of business firms is mmcluded in the present studv. However. the
approach ot the present study is not to analvze the eftect of all these factors on the firm's growth
but to explinn the possible relatienship between the growth and size of business firms

From the results of this study. three conclusions have been drawn First. there is no
stgnificant refationship between growth ol firms and their sizes. Second. there is no significant
difterence between growth rates of the different size manufacturing enterprises. Third, smail-
scale enterprises also maintain a process of dvnamic growth as that of large-scale firms
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