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You will learn

How can business benefit with economies of
scale?

How many types of economies of scales can
we find?

What's does the term "diseconomies of
scale” mean?



What are economies of scale

When a business increases it's scale
of operations and the process
becomes more efficient, it has
achieve economies of scale.

Decrease in Improvement
cost of @ in production

efficiency

production
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Purchasing

buying reduces lower

in bulk unit costs average costs




- Apply division of labour

- specialization of tasks

- higher output (bigger units of production)
- reduce average costs

division experts in higher reduce
of labour tasks output average costs




Financial

able to borrow larger loans

money from less at cheaper invest
bank risk rate more




Managerial

big more employ higher
business money specialists efficiency




Marketing

direct more
larger effective It business
business marketing increases

campaigns

marketing
costs

do not
INncrease




Risk Bearing  Ai=8

larger bigger range spread risks of
business of products one product failing




EXTERNAL
ECONOMIES OF
SCALE

benefits the business gains from other people
expanding (or the industry expanding)




ADVANTAGES OF EXTERNAL
ECONOMIES OF SCALE




DISECONOMIES OF SCALE




REASONS FOR DISECONOMIES OF SCALE
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EXAM STYLE QUESTION
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Any question?



Homework
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