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Optimum Scale Economy and Agglomeration Economy of Firm Group:

An Analysis Framework on the View of International Vertical Division

WU Fuxiang, WANG Xinxin
(School of Business, Nanjing University, Nanjing 210093, China)

Abstract: Based on the related theories of international vertical labor division, the paper first gives some definitions and con-
tents such as the optimum scale of economy of single firm and firm groups, then sets a theory model and presents a method to
measure the optimum economy of scale of firm groups on the view of technical economy based on the concepts of economy of
scope and agglomeration economy, and reveals that there is an inverted U bell-shaped relationship between the enterprise group
in geographical extent of a reasonable size and the agglomeration benefits at the suit concentration, and finally, we talk about
such questions as the optimum choices of optimum scale of firm groups, especially the strategy choice of small and medium-
sized medical and equipment enterprises to be substituted for giant firm groups under the condition of international vertical divi-
sion driven by multinational companies.

Key Words: firm group; optimum economy of scale; agglomeration economy; international division; domain economy; space

economy
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