Week 5 DB
[bookmark: _GoBack]It is always easier to fight a known enemy than the unknown. With competition lashing every industry, companies have to invest a lot of capital, personnel, and time to fight their rivals. Besides, as much as managers find it challenging and tough, they tend to take on familiar opponents, whose weakness, ambitions, strengths, and even strategies resemble their own. Managers can compare their prowess and plans with their opponents through tracking minute by minute stock prices if they feel like (Al-Kwifi et al., 2020). That is why large manufactures such as Walmart can offer competitive prices and offer products at lower costs than smaller chain stores.
Cost is profoundly affected by the difference in outputs. Companies that produce an enormous amount of goods and services may have lower costs than industries that produce small amounts of goods. As a result that is why large companies such as Walmart, Coca Cola, and Amazon have economies of scale because they have a cost advantage. Similarly, companies that have a variety of products have a cost advantage that has economies of scope. Through sharing resources, economies of scale, and scope are achieved. Cost is also affected by differences in the quality of outputs.
Inputs play a huge role in determining costs. Input is directly proportional to cost in that when cost prices are higher, costs are also higher. The only time this will not hold is when a company is inefficient or an alternative lower-priced substitute is available. For that reason, to cub increase in costs, an inefficient firm may shift to an efficient process of production. Similar to input and output, technology also plays a critical role by reducing the cost of an activity (Kao & Hwang, 2017). However, new technology has to lower the costs of a process to be adopted.


References
Al-Kwifi, O. S., Farha, A. K. A., & Zaraket, W. S. (2020). Competitive Dynamics Between Multinational Companies and Local Rivals in Emerging Markets. FIIB Business Review, 9(3), 189-204.
Kao, K. F., & Hwang, H. (2017). Input price discrimination, technology licensing and social welfare. International Review of Economics & Finance, 52, 446-456.


