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Abstract. To explore the impact and mechanism of Internet technology on en-

terprises achieving both economies of scale and economies of scope, based on a 

review of the literature, it was found that in traditional production processes, 

enterprises could only choose one of the economies, either scale or scope, as their 

profit pursuit goal. Although theoretically, enterprises can achieve both econo-

mies of scale and economies of scope, in practice, they are often influenced by 

various factors and find it difficult to do so. The continuous development of In-

ternet technology will, to some extent, have an impact on and play a role in en-

abling enterprises to achieve both economies of scale and economies of scope. 

Therefore, this article discusses the impact and mechanism of Internet technol-

ogy on enterprises achieving both economies of scale and economies of scope, in 

order to explore paths for enterprises to obtain better benefits. 

Keywords: Internet technology, Enterprises economies of scale, Enterprises 

economies of scope. 

1 Introduction 

For an enterprise, whether it achieves economies of scale or economies of scope, it can 

lead to economic benefits. Of course, if an enterprise can achieve both economies of 

scale and economies of scope simultaneously, it reaches an ideal state, where the en-

terprise maximizes its profits. However, in the actual operation of enterprises, they 

often find it challenging to achieve both due to various factors. Factors such as pro-

duction factors, production costs, and the ability to mitigate risks may limit them to 

achieving either economies of scale or economies of scope. This situation has drawn 

the interest of scholars, but in traditional economic development, this problem has been 

difficult to resolve. Technological advancement may be a crucial factor in improving or 

even solving this situation, especially with the development of Internet technology. 

Traditional production methods, processes, and production targets are undergoing 

certain changes, making it possible for enterprises to achieve both economies of scale  
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and economies of scope. To discover the impact of Internet technology on this and its 
mechanisms of action, this paper engages in the following discussions and explora-
tions. 

2 Literature review 

Economies of scale, first introduced by Adam Smith, are used to describe the phe-
nomenon where enterprises reduce costs and increase profits by expanding the output 
scale of a particular product. Specifically, as enterprises continue to specialize and 
increase production scale, they can distribute production costs across more products, 
thereby reducing the average unit cost of each product. Economies of scope, on the 
other hand, describe the phenomenon where enterprises increase overall revenue by 
producing multiple products with interrelated characteristics. When enterprises pro-
duce related products, synergies are formed, enabling the efficient utilization of re-
sources [1]. From the definitions of these two concepts, economies of scale are associ-
ated with changes in the quantity of products, while economies of scope are associated 
with changes in the variety of products, and they are both related and distinct. For 
instance, Yu Shuyan [2] views economies of scale and economies of scope as two sep-
arate concepts. Economies of scale emphasize the economic benefits gained through 
the scale of production, while economies of scope emphasize the economic benefits 
obtained by producing different types of products. 

There is no direct link between the two. A company that produces diverse products 
may have economies of scope without economies of scale, while a company that pro-
duces only a single product may achieve economies of scale but may not have econ-
omies of scope. Furthermore, economies of scale and economies of scope reflect the 
cost-benefit relationship of a company in producing a certain product or a set of related 
products. As the scale or scope of products expands, costs decrease, resulting in a 
positive correlation between "scale," "scope," and "economy." Although expanding the 
scale of production may enable a company to achieve both economies of scale and 
economies of scope, not all actions to increase scale can yield such results. When a 
company's scale exceeds a certain limit, internal coordination costs may rise due to 
factors like management efficiency and excessive resource dispersion, weakening the 
effects of economies of scale and economies of scope. While it is advantageous for a 
company to achieve both economies of scale and economies of scope to maximize 
profits, can companies truly attain both? Based on existing literature, there are currently 
two prevailing viewpoints in academia: 

2.1 Challenges in Achieving Economies of Scale and Economies of Scope 
Simultaneously 

Prior to the 1980s, large Western enterprises placed significant emphasis on diversi-
fication within their industries. However, after the 1980s, they shifted their focus 
towards achieving economies of scale for their products. This transition was driven not 
only by enterprises' pursuit of economies of scale benefits and the desire to build core 
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competitiveness but also by a change in mindset. It was a consideration made by en-
terprises after recognizing the complexity and difficulties associated with diversified 
competition. This shift indirectly provides a basis for the challenge of enterprises in 
achieving both economies of scale and economies of scope [3]. Montes [4], from the 
perspective of changes in production methods, argues that as a result of the differenti-
ation between manual and industrial systems, enterprises increasingly emphasize 
large-scale production through factory assembly lines while de-emphasizing person-
alized and diversified production. This shift makes it challenging for enterprises to 
achieve compatibility between scale and scope. In such a situation, enterprises en-
counter hindrances when expanding into new products, primarily because it becomes 
difficult to establish an affordable price while offering personalized and diversified 
goods. Meng Jiong [5], from the perspective of product supply by enterprises, believes 
that supplying products on a large scale is difficult to align with individualized de-
mands. Furthermore, the low cost of large-scale production may not be compatible with 
the efficiency required by individualized demands. 

Consequently, conflicts arise between the economies of scale generated through 
large-scale production and the economies of scope required by individualized demands. 
Carvalho et al. [6] argue that economies of scope primarily stem from resource sharing 
or bargaining capabilities. However, these capabilities may be insufficient to achieve 
economies of scope. Therefore, specialized production may be more advantageous for 
enterprise development. In such cases, diseconomies of scope exist, especially for large 
enterprises, as the complexity of the services they provide can lead to situations of 
scope diseconomies. In conclusion, considering factors such as production methods, 
cost factors, and limited resources, enterprises face obstacles in achieving both 
economies of scale and economies of scope simultaneously. 

2.2 Achieving Economies of Scale and Economies of Scope Simultaneously 

Zhou et al. [7] in the context of mergers and acquisitions in the development process of 
enterprises, suggests that enterprises continually alternate between pursuing economies 
of scale and economies of scope. For example, the shift from horizontal mergers to 
vertical mergers represents a transition from pursuing economies of scale to economies 
of scope. Conversely, mixed mergers and large-scale mergers reflect enterprises' al-
ternating pursuit of economies of scale and economies of scope. In general, enterprises 
continuously make choices between economies of scale and economies of scope at 
different levels. Weng [8] argues that when enterprises expand through a single product, 
the marginal benefits derived from economies of scale exceed marginal costs, while the 
marginal benefits of economies of scope are much smaller than the marginal costs. This 
creates a challenging choice for enterprises in selecting between economies of scale 
and economies of scope. However, the degree of specialization upon which economies 
of scale depend is limited. When it reaches a certain level, the marginal costs associated 
with economies of scale increase while marginal benefits decrease. Thus, when the 
marginal benefits under economies of scale equal marginal costs, enterprises have 
already maximized economies of scale. In this situation, to continue increasing profits, 
enterprises can obtain economies of scope through the joint production of multiple 

390             J. Zhao and W. Deng



products. Market capacity available to enterprises is limited, and to fully utilize re-
sources, enterprises need to allocate costs through diversification. However, the pre-
requisite for this diversification is that the core business must reach a certain scale; 
otherwise, limited resources may lead to diversification failure. Therefore, economies 
of scope represent a lateral extension and expansion of economies of scale, encom-
passing a broader scope within economies of scale. Consequently, enterprises can 
potentially achieve both economies of scale and economies of scope. Xiao et al. [9] 
suggests that economies of scale and economies of scope are corresponding concepts, 
but they are not mutually exclusive. Economies of scale are the origin of economies of 
scope, and economies of scope represent a deepening of economies of scale. When 
enterprises reduce the transformation cost from single-operation to diversified opera-
tions through technological links, they can achieve both economies of scale and 
economies of scope. When enterprises engage in production and processing through 
integrated technological links, production technologies benefit from scale utilization, 
driving the scale utilization of machinery, equipment, raw materials, and more. This, in 
turn, creates economies of scope on the foundation of economies of scale. In summary, 
this perspective argues that it's difficult to separate enterprises' economies of scale and 
economies of scope, as they exhibit a certain level of interaction, making it possible for 
enterprises to achieve both. 

In conclusion, while enterprises may be constrained by costs, resources, and other 
factors when attempting to achieve both economies of scale and economies of scope, 
theoretically, they have the potential to achieve both. Especially with the development 
of Internet technology, such as big data analytics and machine learning, breaking down 
traditional boundaries, enterprises are better equipped to navigate complex environ-
ments, influencing their ability to attain both economies of scale and economies of 
scope. 

3 Investigating the Reasons for the Difficulty in Achieving Both 
Economies of Scale and Economies of Scope 

Both economies of scale and economies of scope can bring economic value to enter-
prises. Naturally, if an enterprise can simultaneously achieve both, it means the enter-
prise can fully utilize its resources and has enough competitiveness to resist risks, 
thereby maximizing profits. However, in the actual operation of enterprises, it is often 
challenging to balance both economies of scale and economies of scope. Why does this 
result occur? This article mainly analyzes this from the following points. 

3.1 Limited Production Factors 

In traditional economic assumptions, resources are always limited. Therefore, enter-
prises need to make choices in resource allocation to maximize returns. When enter-
prises use production factors to produce a single product, production tends to be spe-
cialized, and enterprises can improve production efficiency and reduce costs. In other 
words, enterprises can pursue economies of scale. When enterprises produce diverse 
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products to achieve multiple functions of production factors, the efficient use of re-
sources is favorable for enterprises to pursue economies of scope. For example, during 
the growth phase, enterprises usually face two choices: expanding product quantity to 
achieve economies of scale or expanding the variety of products to diversify operations, 
thus achieving economies of scope. If an enterprise chooses the first option, it can only 
strive for economies of scale. If it chooses the second option, it may achieve economies 
of scope, but due to the limited use of production factors, the dispersion of resources in 
production may have adverse effects on the enterprise. Furthermore, factors and 
products may interfere with each other, leading to marginal revenue being less than 
marginal cost. Therefore, the limited availability of production factors restricts enter-
prises from achieving both economies of scale and economies of scope to a certain 
extent. 

3.2 Limited Market Space 

The market space available to enterprises is not infinite but has limitations, similar to 
the limited production factors of enterprises. This determines that economies of scale 
also have limitations. Therefore, enterprises need to strike a balance between econo-
mies of scale and economies of scope. When the market potential facing an enterprise is 
small, continuing to expand scale not only fails to achieve economies of scale but may 
even result in negative economics. In such cases, enterprises can choose to expand their 
product range into other markets to pursue economies of scope, compensating for the 
inability to achieve economies of scale. When enterprises face significant market 
potential, pursuing diversification will weaken the core competitiveness of their pri-
mary products. It also demands higher resource utilization and management levels. In 
such cases, specialized production and economies of scale are more appropriate. 
Therefore, the size of the market space faced by enterprises to some extent influences 
the balance between economies of scale and economies of scope, determining the way 
enterprises pursue maximum economic value. 

3.3 Enterprise Resource Utilization Capabilities 

As enterprises expand their production scale, they accumulate certain production fac-
tors, making it relatively easy to expand production using the same production process. 
However, although the accumulation of resources to some extent mitigates the impact 
of limited production factors, enterprises may face new challenges. Specifically, en-
terprises may lack the technological capability to fully utilize these resources when 
applying new assets and technologies in production. Enterprises may require extensive 
learning and experience accumulation to realize the full utilization of resources in these 
situations. Developing such capabilities can sometimes be challenging. Therefore, even 
if enterprises make improvements in resource availability and market space, their 
ability to utilize resources remains a limiting factor in their pursuit of economies of 
scale or economies of scope. 
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3.4 The Difficulty of Enterprise Research and Development in New Products 
or Industries 

Entering new industries or launching new products is not an easy task for enterprises; 
there are often significant barriers to entry. Generally, when enterprises enter new 
markets, they face varying degrees of market entry barriers. However, for enterprises to 
achieve economies of scope, they often need to involve new products or industries. 
When the barriers to entry in new product markets or industries are low, enterprises can 
relatively easily pursue both economies of scale and economies of scope. However, 
when the barriers are high, even if enterprises can achieve economies of scale, they will 
face significant obstacles when pursuing economies of scope. 

In conclusion, although traditional enterprises are influenced by various factors and 
find it challenging to achieve both economies of scale and economies of scope, it is 
essential to note that this article does not view the pursuit of economies of scale and 
economies of scope as mutually exclusive. Especially with economic and technological 
advancements, most enterprises are not purely single-product producers, and more or 
less, they engage in the joint production of other products. Additionally, economies of 
scope can be considered as an extension of economies of scale on a broader scale, 
making it difficult to separate the two. Therefore, whether enterprises focus on 
economies of scale or economies of scope, the most beneficial state for enterprise 
development is achieving "Pareto Optimality" in both economies of scale and econo-
mies of scope, where further optimization is impossible. 

4 The Impact of Internet Technology on Enterprises Achieving 
Economies of Scale And Economies of Scope, and its 
Mechanism 

4.1 The Impact of Internet Technology on Enterprises Achieving Economies of 
Scale and Economies of Scope 

In neoclassical economic theory, firms achieve economies of scale at the lowest point 
of average production cost, and technology determines this optimal point, thus influ-
encing economies of scale [10]. When aiming for economies of scale, new technologies 
drive the scaling and specialization of enterprises. However, the emergence of new 
technologies is costly and can only be profitable when a certain scale is achieved [11]. 
Economies of scope are the result of the combination of industrialization and in-
formatization, such as mass customization, which combines "customization" with 
large-scale industrial production methods, allowing for cost reduction while main-
taining diversity, thereby achieving economies of scope [12]. Both economies of scale 
and economies of scope require reducing enterprise costs to some extent to avoid 
resource wastage. Fortunately, the development of internet technology continuously 
improves automation levels while reducing various forms of waste, thereby enhancing 
this situation [4]. 

Internet technology impacts production scale in several ways: 
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It enables faster and more accurate continuous production to increase efficiency. 
It ensures outstanding operations through timely data supply and the combination of 

different technologies. 
It guides better production processes by simulating future scenarios. 
It links production with potential sales by predicting consumer demands more ac-

curately and producing products that better suit market needs. 
It improves equipment maintenance and performance while reducing raw material 

consumption for smooth operations. 
Additionally, the development of internet technology allows businesses to achieve 

scale through network platforms, connecting people, organizations, resources, etc., into 
a multilateral ecosystem for exchange and value creation. Therefore, internet tech-
nology not only enables rapid scaling of enterprises but also facilitates product diver-
sification through technologies like 3D printing, allowing enterprises to achieve 
economies of scope. For example, Nieto et al. [13] argue that businesses can gain val-
uable market information through internet technology, allowing them to discover 
points of demand in specific customer markets and better meet customer needs through 
customized products and services. 

In summary, the development of internet technology represents a form of creative 
destruction, altering economic systems on various levels. It turns data into a primary 
production factor, making large-scale socialized collaborative production possible and 
providing pathways for enterprises to achieve both economies of scale and economies 
of scope [14]. 

4.2 Approaches for Enterprises to Achieve Economies of Scale and Economies 
of Scope Using Internet Technology 

4.2.1 Mass Customization 
The first and second industrial revolutions were primarily driven by economies of 

scale, but with the advent of the internet era and the widespread application of internet 
technology, mass customization became feasible. This shift toward mass customization 
is driven by the pursuit of economies of scale in the third industrial revolution. Con-
sumer preferences and quality expectations have evolved, and consumers no longer 
settle for mass-produced, one-size-fits-all products; they increasingly seek personal-
ized products. Consequently, enterprises have shifted toward producing customized 
products while maintaining low costs and high quality [15]. 

However, in traditional enterprise production processes, cost reduction was typically 
achieved through mass production, even when diversifying production. This approach 
was still based on economies of scale and couldn't meet the demands of personalization. 
Under the influence of internet technology, enterprises can now achieve "smart man-
ufacturing," making large-scale customization possible. The cost structure of products 
under internet technology is different from traditional manufacturing. In traditional 
production, costs are primarily associated with the procurement of raw materials and 
processing during production. In contrast, under the influence of internet technology, 
enterprises primarily bear development costs upfront. In terms of supply and demand, 
the use of big data facilitates personalized customization, resolving the conflict be-
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tween personalized demands and standardization. Through mass customization, en-
terprises can produce complementary product combinations, perfect product configu-
rations, and meet individualized customer demands, thereby achieving economies of 
scope. Simultaneously, optimization can occur across different products, enhancing 
product standardization and achieving economies of scale. 

4.2.2 Value Co-Creation and Collaborative Capabilities in the Internet Era. 
Internet technology enhances interaction between consumers and enterprises 

through value co-creation and collaborative capabilities, thereby reconciling the con-
flicts between economies of scale and economies of scope. The development of internet 
technology is conducive to collaboration among enterprises, enabling them to achieve 
both economies of scope and economies of scale. 

In traditional industrial production, assembly lines were the primary mode of pro-
duction, and the pursuit of economies of scale was the main avenue for optimizing 
resources. For economies of scope, traditional enterprises typically offered various 
products to reduce total costs, primarily relying on interrelatedness between multiple 
products. For example, production factors with multiple functions were used to max-
imize the application of production factors, reducing production costs. However, under 
the influence of internet technology and the digitization of the economy, products do 
not necessarily have to be related. For instance, there may be no connection between 
different product placements, and there may be little or no relevance between the 
placements and the products themselves. Therefore, internet technology can signifi-
cantly expand economies of scope, and this kind of economies of scope relies on the 
support of economies of scale. For example, if placement advertisements cannot 
achieve a certain scale, their value may not be realized. Through internet technology, 
economies of scale and economies of scope can be combined, enabling enterprises to 
profit differently from traditional enterprises [16]. 

Through internet technology, enterprises can reduce costs and improve efficiency by 
expanding network scale. The more people connected through internet technology, the 
greater the value obtained through these connections. Under the influence of internet 
technology, enterprises can develop and meet consumer's personalized needs through 
digital information, which allows for simultaneous development of internal production 
and external service. This diversification of revenue sources allows enterprises to 
achieve both economies of scale and economies of scope. 

4.2.3 Platform Economics with Both Economies of Scale and Economies of Scope 
in the Internet Era. 

The development of internet technology has made the world "borderless," weak-
ening the impact of information asymmetry in traditional economic development 
processes. Platform economics, driven by internet technology, becomes the target of 
enterprise pursuit due to its combined economies of scale and economies of scope. 
Economies of scale, concerning the supply side of enterprises, exhibit a U-shaped 
relationship between efficiency and the scale of enterprise production. As enterprise 
production gradually expands, production costs decrease, representing economies of 
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scale. However, when enterprise production surpasses a certain limit, costs increase 
with further scaling, representing diseconomies of scale. In platform economics ena-
bled by internet technology, such a situation does not occur. As user demand scales up, 
the demand contributes to the continuous growth of platform value, expanding the 
platform's scale accordingly. When the economies of scale of the supply side and the 
economies of scale of the demand side effectively combine, they have a significant 
positive effect on enterprise efficiency, promoting improvements in enterprise per-
formance [17]. 

5 Conclusion 

This paper, through a review of the literature and case studies, has found that although 
in traditional production methods, it is challenging to simultaneously achieve econo-
mies of scale and economies of scope due to factors such as production elements and 
production costs, under the influence of internet technology, enterprises can still 
achieve both economies of scale and economies of scope through avenues like 
large-scale customization, value co-creation, and the pursuit of platform economics. 

Therefore, there is significant potential for enterprises to achieve both economies of 
scale and economies of scope through the utilization of internet technology. It is rea-
sonable to believe that with the continuous development and refinement of internet 
technology, enterprises will reap the economic benefits brought about by economies of 
scale and economies of scope, providing greater incentives for sustainable develop-
ment. 

While this paper has primarily focused on exploring the impact and mechanisms of 
internet technology on enterprises achieving both economies of scale and economies of 
scope, it lacks a systematic examination of the literature, and there may be shortcom-
ings in addressing certain aspects of the issue. Additionally, this paper has not delved 
into the measurement of economies of scale and economies of scope for enterprises. 
Therefore, there is a need for future research to approach the application of internet 
technology in enterprises from a quantitative perspective, providing clearer and more 
reliable quantitative support for understanding how internet technology functions in the 
context of economies of scale and economies of scope. 
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