EE460 Class Discussion
Question 4.2 :  Large firms are more important than small firms for success in industrialization. Do you agree?
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In the industrial sector, there are some factors that make the industrialization more likely to be successful. The type of firms that has more of favorable factors is more likely to become industrialized and has more chances to be successful in industrialization. Therefore, that kind of firms will be more important for success in industrialization. 
These factors can be divided into two groups which are the external group and the internal group. External factors are factors that firms have no control on, including economic growth and investment, macroeconomic stability, abundant natural resources, large supply of labor and etc. Firms in all sizes face the same external factors as long as they are in the same economy. The second type, internal factors include technology, loan or source of funds, market share and quantity produced, and competitiveness. Big and small firms do not face the same level of these factors. So they are the keys to why large and small firms do not equally become industrialized.
The first one, technology is very important because it makes the firm shifts to more capital-based, manufacturing production. Large firms tend to have more technology advantages because they have more fund and more people to do the research and development. They are closer to encounter new technology to improve their production.
Second is a loan or source of funds. Large firms have better credit and higher bargaining power, so they can get relatively bigger loans and at perhaps lower rate than small firms do. This advantage that large firms have makes it easier and more feasible for them to buy new machines and acquire new technology to become industrialized.
Third is market share and quantity produced. Large firms usually have bigger market share and therefore produce bigger quantities to feed the market. The more they produce, the lower cost per unit they have because fixed costs are spread more widely. Hence, large firms have economies of scale which is an advantage over small firms. They might even have economies of scope if they increase their production line in the process of industrialization.
Fourth is the competitiveness and efficiency. Since large firms have economies of scale, they have lower average cost per unit and therefore higher competitiveness.
So it will be more efficient for large firms to employ the new machine or new technology because they can generate more profit. Thus, large firms will be more likely to become industrialized.
