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This study examines the economic theory that low productive firms should be in
bankruptcy to improve the aggregate economic performance. This theory is based on hypothesis that each
firm is independent from others, that is, a bankruptcy of one firm does not affect others. So, policy
makers tend to think that low productive firms should not be helped. However, economic system is composed
of networks. All firms are connected with each other. From this point of view, a bankruEtcy affects other
firms and, at worse, bankrupt a bankrupt avalanche might happen. In that case, each bankruptcy does not
necessarily happen because of the low Eroductivity on that firm. When considerin? the economic policy, a
policy to preserve the economic network by helping low productive firms has a valid basis.
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