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The Proctor and Gamble (P&G) is a reputable organization based in Connecticut that endeavors to acquire adequate economies of scopes and capitalize on economies of scale. Achieving economies of scale relate to a continuous decline in the marginal cost of production because of macro and microeconomic factors (Flynn, 2016). Consequently, macroeconomic factors are industry-based improvements, which facilitate an organization to reduce its long-term average cost (Ibid). On the other hand, the management facilitates internal economies of scale by initiating improvements within the organization's processes to achieve efficiency and synergy (Ibid). Therefore, successful multinational entities strive to achieve economies of scale because of internal and external improvements geared to reduce average costs in the long-term. 

Specifically, the P&G Company continuously strived to achieve technical, financial, marketing, and risk-bearing economies because of positive activities. First, increased labor and technology specialization yield positive technical externality for the company that includes the rise in production output (Stahl, 2018). The division and specialization variable facilitates the breakdown of production into specific tasks that can be assigned to the most qualified personnel or technology. Consequently, the recent outsourcing intervention with the Jone Lang LaSalle for the bundled Fast-Moving Consumer Good has yield into positive technical economies of scales.
Figure 1: Economies of scale
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(Source, Flynn, 2011)


Second, the company continues to purchase in bulk quantities to trigger a financial economy of scale (Stahl, 2018). Access to low-cost financial resources is a strategic intervention that facilitates P&G gain a competitive economy of scale (Flynn, 2011). Therefore, bulk-buying activity enhances economies of scale for the company because the company receives commensurate quantity discounts from the supplies. Third, the company commits to rationalization strategy to achieve a lean supply chain and labor force (Stahl, 2018). A strategic rationalization aims to eradicate resource wastage and duplication of activities because of deliberate trimming of the excess facilities that increase the operating costs. Notably, the service contract with the Jone Lang LaSalle explicitly indicates appropriation of employees’ time to another client with an aim to safeguard superior service-delivery for the P&G. Reliable strategic management has been critical toward sustaining the economies of scales for the company because rationalization, bulk buying, and specification have positive effects in the long-term. 

Attaining Economies of Scopes

Conversely, successful companies strive to leverage the acquired economies of scales, which concern the economic benefits because of efficiency in variety. The economy of scope concept seeks to reduce the long-term marginal and average costs for a company by producing several products or services to achieve sustainable synergies. Therefore, the P&G Company has been appraised for achieving economies of scope because of product diversification. The company produces several strategic business units (SBUs) that relate to hygienic products that range from razor, toothpaste, to diapers (Stahl, 2018). Therefore, the synergy achieves emanate from hiring graphic-designers for the entire product line, which result in cost-saving in the long-term. 
Equally, the P&G garners economies of scope because of the several strategic mergers and acquisition strategies. A merger or acquisition approach benefits the parties involved achieve competitiveness because of cultural compatibility, combined product lines, and minimizing storage expenses (Stahl, 2018). Therefore, the acquisition of the Merck KGaAs that is valued at $4.2 billion boosts its growth trend because the two companies have complementing expertise in consumer health. 

Concisely, the P&G continuous surge in growth demonstrates positive effects of sustained economies of scales. The company has attained sufficient efficiencies that include marketing, operational, and technical economies, which further triggers the manifestation of sustainable economies of scope. Therefore, contemporary entrepreneurs have obligations to achieve competitiveness using the economies of scale and economies of scope concepts.  
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