I "“*\7—"?"‘5—‘ A EAIANTANITO D
= ._1 ) a’..a:’_-»_.- A;J!}Lg/‘.;—..‘\._‘&h‘w 2 E L&)
-
H
+

A A A AT TR YERY
ATAT "’ QT ANT 33 .:}"g i
'J...."i;..i._ e 8 B Wi Wi 0N 8 / -

NOR AZREEN BINTI NORDIN
2013880074

ACHELOR OF BUSINESS ADMINISTRATION
WITH (H ONOURS) FINANCE
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI EKNOLOGI MARA

JANUARY 201



ACKNOWLEDGEMENT

Assalammualaikum w.b.t,

First of all, | would like to express my gratefulness to Allah SWT for his grace
and blessing from the beginning until | had accomplish this research with a lots of
effort and self-confidence during all this time. Here, | would like to express my
deepest thankfulness and appreciation to my advisor, Madam Flicia Rimin and
second examiner Dr.Rozita @ Uji Mohammed for their support, guidance,
encouragement, advice, valuable suggestion and concern in completing this project
paper. Thank you for being patient and kindness in dealing with my quality of work in
this semester. With your support really gave me strength to complete this research
legitimately and effectively. Besides, | would like to thank my parents that always give
motivation, moral support and concern with my study. In addition, to my supervisor in
industrial training thank you for understand and willing to give space and time to do
my research. Lastly, to who directly and indirectly contribute information and ideas in
completion this research especially my friend that sharing information together.

Thank you for your cooperation and understanding.



TABLE OF CONTENTS

PARTICULARS

TITLE PAGE

DECLARATION OF ORIGINALWORK
LETTER OF SUBMISSION
ACKNOWLEDGEMENT

TABLE OF CONTENTS

LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATIONS
ABSTRACT

CHAPTER1 INTRODUCTION
1.4 Background of Study
1.2 Problem Statement
1.3 Research Objectives
1.4 Scope of Study
1.5 Significant of Study
1.5.1 Investor
1.5.2 Public
1.5.3 Researcher
1.6 Limitation of Study
1.6.1  Data Availability
1.6.2  Accuracy of Data
1.6.3 Perspective of View
1.7 Summary of the Chapter

CHAPTER 2 LITERATURE REVIEW
2.1 Introduction
2.2 Theory
2.2.1 Neoclassical Theory
2.2.2 Penrose Theory
2.2.3 The Modigliani-Miller Theorem

PAGE

10
10
10

11

12

13
14



2.3 The relationship between profitability towards firms’ growth. 15-16

2.4 The relationship between innovation towards firms’ growth 16-17

2.5 The relationship between leverage towards firms’ growth 17-19

2.6 Other factors that may affect the determinant of the firms’ growth 19
26.1  Size of the Firms 19
2.6.2 Age of the Firms 19
2.6.3 Geographical Location 20
2.6.4 Management Structure and Style 20

2.7 The effect of Global Financial Crisis towards Malaysian firms’ 20-22
growth

2.8 Summary of the Chapter 23

CHAPTER3 RESEARCH METHODOLOGY

3.1 Introduction 24
3.2 Type and sources of data 24
3.21  Type of data 24

3.2.2 Data Collection 25

3.3 Research Population and Sample 26
3.4 Empirical Model 26
3.4.1  Transformation of Data into Natural Logarithms 27

3.5 Measurement of Variable 28
3.5.1 Measurement of dependent variable 28

3.5.2 Measurement of independent variable 28

3.6 Theoretical Framework 29
3.7 Estimation Procedure for Panel Data technique 30
3.7.1 Fixed Effect Model 30

3.7.2 The Random Effect Model 31

3.7.3 The Panel Unit Root Test 32

3.7.3.1  Levin-Lin Chu (LLC) 32

3.7.3.2 Im-Pesaran-Shin (IPS) 32

3.7.4 Diagnostic Test 33

3.7.4.1  Multicollinearity Test 33

3.7.4.2 Serial Correlation Test 33

3.7.4.3 Heteroscedaticity Test 33

3.7.5 Breuch and Pagan Lagrangian Multiplier 34



ABSTRACT

Studies on the determinants of firm growth have gain popularity among
researcher over the years, particularly numerous factor that categorized into
qualitative and quantitative determinants. Firm growth is important for Malaysia
economic development as the country endeavors towards its Vision 2020, the
mission in which the nation accomplishes as a developed nation status. Firm growth
intimately related to the source of finance such as internal and external financing.
Thus, firms require funding or capital to generate growth. The purpose of this paper
is to identify whether there is a significant relationship between profitability,
innovation and leverage towards firm growth. In this paper, return on equity,
intangible asset ratio and debt equity ratio was selected to identify relationship that
may lead to firm growth. This study uses a panel data sample of 30 Malaysian public
listed companies for the period 2009 until 2014. The findings of this study showed
that profitability has a significant relationship while innovation and leverage stated as

insignificant which it does not influence the determinant of firm growth in Malaysia.



