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Abstract

The paper studies empirically and analytically growth and fluctu-
ation of firm size distribution. An empirical analysis is carried out
on several data sets on firm size, with emphasis on one-time distribu-
tion as well as growth-rate probability distribution. Two well-known
scaling laws, Pareto’s law and Gibrat’s law, are discussed. Some the-
oretical discussion on their relationship is presented. We also discuss
to what extent there may exist economic mechanisms that produce
an unequal firm size distribution in the long run. The mechanisms
we study have been known in the economic literature since long. Yet,
they have not been studied in the context of a dynamic decision prob-
lem of the firm. We allow for heterogeneity of firms with respect to
certain characteristics. We then show that there are mechanisms at
work which may generate a twin-peaked distribution of firm size in
the long-run, which will then be tested empirically.
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