	IGCSE BUSINESS STUDIES




In business studies when we talk about the various costs and benefits a business, individuals and society can achieve, we can split those benefits up into several categories -

These are costs that are paid by a business or organisation such as rent on a factory, machinery, wages and raw materials.  These are very easy to put a monetary value on, as they are tangible costs.

These are the costs that are paid by the rest of society and are not taken into account by business when calculating the profit/loss a company makes.  Examples are pollution, a spoilt view and traffic congestion.  Obviously, these things are more intangible than private costs (how do you put a price on a view of the countryside).  

This is the total cost to the whole of society i.e. the private costs + the external costs.

External costs and benefits have several other names.  They are also called negative externalities or spillover costs.

These are the benefits received by a firm or individual from sales revenue or profit. 

These are benefits received for free - no payment needs to be made by the persons receiving them.  Examples are the training of a skilled workforce, which could then leave the company to work for another firm - they would then receive the benefits of a skilled worker. 


This is equal to the private benefits and external benefits.  

Only when these social benefits exceed the social costs will that particular use of resources be worthwhile for society.
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