Managing Enterprise in the 21st Century

Activity 1: Costs

Fixed Costs:

· Utility bills e.g. telephone, gas and electricity
· Advertising
· Insurance
· Travel
· Legal and accountancy
· Rent

Variable Costs

· Raw materials
· Direct labour costs for staff
· Packaging
· Delivery charges
· Warehouse costs
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· Machinery
· Equipment
· Business vehicles

Classification of Utilities
Utility bills can be considered both fixed and variable expenses. If a manufacturing business heavily dependent on electricity begins to use more electricity because its sales have increased creating a demand for more product, then electricity is a variable expense. However, with a retail store that is open 12 hours per day, the electric bill is going to be relatively the same even if a customer never enters the store. With the former, electricity is a variable cost, changing monthly as usage increases or decreases with production and profit. With the latter, electricity is a fixed cost, as the usage remains the same no matter what and does not affect profit. The same methods of classification apply to other utilities as well, depending on how the utilities are actually used by the business.




