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Profit is defined as the excess of income over expenditure, and has its roots in Latin terms meaning advance, progress, growth, increase’, or ‘to go forward, advance, make progress. The term is generally applied two different ways, one for economics and one for accounting.
ACCOUNTING PROFIT

Accounting profit is the difference (excess) of revenues (or price) over the costs incurred while generating those revenues. These costs will be incurred during the process of  bringing to market whatever it is that is documented as an enterprise (whether by harvest, extraction, manufacture, or purchase) and represent  the component costs of delivered goods and/or services and any operating or other expenses. These costs are typically divided into fixed costs, and variable costs. Fixed costs are costs that do not change in proportion to production levels or sales, and include items such as rent, salaries (of permanent, full-time workers), property taxes and interest expense. Variable costs are those that increase directly in proportion to the level units produced or sold, and can include cost of goods sold, sales commissions, shipping charges, delivery charges, costs of direct materials or supplies, and wages of part-time or temporary employees.

The revenue portion of the profit calculation is fairly straightforward. Revenues represent the amount, in dollars, of the items sold. One potential ambiguity is the determination of which period the revenue should be recognized, or “booked”. Costs, however, can be significantly more challenging to represent accurately, due to accounting definitions and guideline. Items such as depreciation, amortization and overhead are frequently dependent on interpretation, and changing rules and regulations. Depreciation is defined as a deduction for the wearing down and/or obsolescence of assets, such as vehicles, buildings and machinery, used in the production of an enterprise’s goods and services. Amortization is the consumption of the value of assets, usually intangible ones, such as a patent or a copyright, over a period of time. Overhead expenses are those production and nonproduction costs not readily traceable to specific jobs or processes. Overhead expenses encompass three general areas: indirect materials, indirect labor, and all other miscellaneous production expenses, such as taxes, insurance, depreciation, supplies, utilities, and repairs. 
Accounting profit can be expressed by performing several calculations, and each methodology is represented by a different term:

1. Gross profit is the amount received from sales minus the costs of those goods included in those sales, termed “Cost of Goods Sold”. On a unit basis, this represents the “margin” or profit margin represented by each item sold. This profit has to be sufficiently large to pay for all the other expenses associated with managing the business, such as salaries, advertising, depreciation, interest and others.
2. Net profit is the amount received from sales, minus all the expenses incurred in operating the business. If this term is used, it represents a positive number. This item is also known as net income, which can be positive or negative. If it is negative, the term used is net loss.

3. Operating profit is the amount which represents earning derived from core business activities, and does not include revenue from other sources, such as return on investments or interest on loans.

4. EBIT (or earnings Before Interest and Taxes) also represents core business earnings, and is calculated prior to deductions for interest and tax payments.
ECONOMIC PROFIT

Economic profit is the surplus funds, generated by an enterprise, over and above that represented by net profit. The calculation of net profit includes all the costs incurred in producing and selling the goods of the firm. These costs include the cost of capital (investment, or in simplest terms – loans). Economic profit can be viewed as a bonus or reward for the owner/investor, in consideration of their willingness to take the risk of funding and/or operating the business enterprise. In this context, net profit can sometimes be referred to as “normal profit”. The calculation of normal profit includes (as a cost) the rate of return required by a potential investor to make or continue their investment in the enterprise. Economic profit will occur when the revenue level is sufficient to exceed all costs (including the cost of capital, or cost of investing).
In a purely capitalistic society, profits (and losses) are the primary consideration. Those who own firms (the capitalists) undertake the task (personally or through their appointed representatives) of organizing and performing production efforts so as to optimize their income (profits). Their search for profits is guided by the famous “invisible hand” of Capitalism. When profits are above the normal level, they attract additional investment, either by new firms or by existing firms looking to maximize their return. The investment seeks only the highest reward, and is not concerned with the underlying vehicle or venue producing the profits. Additional competitors generally drive prices (and then profits) down. New investment continues to enter until profit levels no longer exceed the return available elsewhere. This “free-market” society drives investment in areas where consumers provide demand. As innovation occurs, consumer demand shifts to the new industries and investment follows. Over time, that market becomes crowded, prices and profits fall, creating demand for subsequent innovation. And the cycle repeats itself.

SOCIAL PROFIT
The social profit from a firm's activities is the normal profit plus or minus any externalities that occur in its activity. A firm may report relatively large economic profits, but by creating negative externalities their social profit could be relatively small.

An externality of an economic transaction is an impact on a party that is not directly involved in the transaction. When this occurs, the market prices do not adequately reflect the full costs or benefits in production or consumption of a product or service. A positive impact is called an external benefit, while a negative impact is called an external cost. Producers and consumers in a given market may either not bear all of the costs or not reap all of the benefits of the economic activity. As an example, a manufacturing or chemical company that causes air or water pollution imposes costs on the whole society, in the form of cleanup efforts that need to be undertaken later, or in the form of taxes and regulatory restrictions on operation/consumption of products in that market. On the other hand, a homeowner who takes great care to maintain his house and property is creating value in not only his home, but also for the other homes and owners in his neighborhood. For his neighbors, the increased home values come without effort or expenditure on their part, but they benefit from a higher price when they choose to sell their house.
In a competitive market, the existence of externalities would cause either too much or too little of the good to be produced or consumed in terms of overall costs and benefits to society. If external costs exist, such as environmental pollution, the good will be overproduced by a competitive market, as the producer does not take into account the external costs when producing the good. If there are external benefits, such as in areas of education or safety, too little of the good would be produced by private markets as producers and buyers do not take into account the external benefits to others. Here, overall cost and benefit to society is defined as the sum of the economic benefits and costs for all parties involved.

For many years, the champions of the capitalistic principles have focused on economic profit without regard to social profit. However, upon the introduction of the industrial revolution, progress brought challenges to accompany convenience. Few, if any, could have foreseen the cost of the advances in technology. Along with those technological advances, American society also embraced a materialistic and consumption oriented lifestyle. The search for maximization of profits led to short-term thinking, as well as policies and procedures. Focus on corporate earnings led to “creative” accounting practices, and ultimately outright fraudulent and criminal activity. In the early part of the Twenty-First century, several companies had their dubious practices brought to light. Enron, Tyco and WorldCom, just to name a few, were found guilty of accounting fraud, and their senior managers were prosecuted, and ultimately incarcerated. The impact of their actions led to financial ruin for many individuals, loss of confidence in the corporate infrastructure, and the introduction of regulatory guidelines to prevent future occurrences. Laws such as the Sarbanes – Oxley Act, (also known as the Public Company Accounting Reform and Investor Protection Act of 2002), were passed to establish new or enhanced standards for all U.S. public company boards, management, and public accounting firms.
Despite these experiences, and efforts to enact remedies, the end of 2008 found the country experiencing some of the same challenges. This time, the culprit appeared in the form of bad lending practices, as well as complicated investment strategies, designed to maximize profits, but understood by few, if any. The impact of these practices was found to be more damaging and widespread than that earlier in the decade, affecting companies across many industries from banking to manufacturing, while generating reactions from country leaders around the globe. This latest set of challenges was met with a different strategy by the governments of the world’s economic leaders, commonly taking the form of greater government intervention in the form of bailouts and buyouts.
It is possible that there is a significant shift in thinking occurring within the United States, and possibly around the world. And the events occurring in late 2008 may lend some impetus to the adoption of a new paradigm for business operation, particularly as it pertains to the definition and pursuit of profit. There has been an addition of social and environmental values to the traditional economic measures of a corporation or organization's success. Triple Bottom Line (TBL - people, planet, profit) accounting attempts to describe the social and environmental impact of an organization's activities, in a measurable way, to its economic performance in order to show improvement or to make evaluation more in-depth. There are currently few standards for measuring these other impacts, however. The phrase was coined by John Elkington, in his 1998 book “Cannibals with Forks: the Triple Bottom Line of 21st Century Business.” Elkington’s book has been followed by others, most notably “The Triple Bottom Line”, by Andrew Savitz (2005).
 With the ratification of the United Nations and ICLEI (International Council for Local Environment Initiatives) TBL standard for urban and community accounting in early 2007, this became the dominant approach to public sector full cost accounting. Similar UN standards apply to natural capital and human capital measurement to assist in measurements required by TBL, e.g. the ecoBudget standard for reporting ecological footprints. In 2003 the 'International Council for Local Environmental Initiatives' or I.C.L.E.I., officially became 'ICLEI - Local Governments for Sustainability'. In the private sector, a commitment to corporate social responsibility implies a commitment to some form of TBL reporting. This is distinct from the more limited changes required to deal only with ecological issues.

Corporate social responsibility (CSR) is an obligation of the organization to act in ways that serve both the interest of stockholders and those of its many stakeholders, both internal and external. 
There are three essential components: 

· Doing business responsibly.

· Taking a leadership position in community investment and social issues relevant to the business. 

· Transparency and public reporting of the social, environmental and financial impacts and performance of the business.

Ideally, CSR policy would function as a built-in, self-regulating mechanism whereby business would monitor and ensure their adherence to law, ethical standards, and international norms.  Essentially, CSR is the deliberate inclusion of public interest into corporate decision-making, and the honoring of a Triple Bottom Line: People, Planet, Profit.

The practice of CSR is subject to much debate and criticism. Proponents argue that there is a strong business case for CSR, in that corporations benefit in multiple ways by operating with a perspective broader and longer than their own immediate, short-term profits. Critics argue that CSR distracts from the fundamental economic role of businesses; others argue that there is no proven link between CSR and financial performance.
Those in favor of CSR position their argument based on one or more of the following points:
Human Resources

High quality of work life (QWL)

Ethical business practices

A diverse workforce

Improved job satisfaction

Reduced absenteeism

Lower turnover

Market Reputation

Increased productivity and quality

Enhanced brand image and reputation

Increased customer loyalty and sales

High stock price

Operations and Costs

Lower bank loan rates

Improved access to capital

Reduced insurance premium

Reduced overhead and direct costs

Critics of CSR debate the relationship of CSR to the fundamental purpose and nature of the business enterprise. They expect greater levels of expense to embrace CSR, and question motivation for doing so. Even the most ardent supporter of CSR will admit that financial advantages are hard to quantify, the beneficial results are not necessarily always visible and they will almost certainly not be felt in the short term.

NON-PROFITS

A nonprofit organization (NPO, also not-for-profit) is any organization that does not aim to make a profit, and which is not a public body.

Whereas for-profit corporations exist to earn and distribute taxable business earnings to its shareholders, the nonprofit corporation exists solely to provide programs and services that are of public benefit. Often these programs and services are not otherwise provided by local, state, or federal entities. While they are able to earn a profit, more accurately called a surplus, such earnings must be retained by the organization for its future provision of programs and services. Earnings may not benefit individuals or stake-holders. Underlying many effective nonprofit endeavors is a commitment to management. Years ago, management was a dirty word to those involved in nonprofit organizations. It meant business, and non-profits prided themselves on being free of the taint of commercialism and above such sordid considerations as the bottom line. Now most of them have learned that nonprofits need management even more than business does, precisely because they lack the discipline of the bottom line. The nonprofits are, of course still dedicated to "doing good." But they also realize that good intentions are no substitute for organization and leadership, for accountability, performance, and results. Those require management and that, in turn, begins with the organization's mission.
In the United States of America, nonprofit organizations are formed by incorporating in the state in which they expect to do business. The act of incorporating creates a legal entity enabling the organization to be treated as a corporation under law and to enter into business dealings, form contracts, and own property as any other individual or for-profit corporation may do. The two major types of nonprofit organization structure are membership and board-only. A membership organization elects the board and has regular meetings and power to amend the bylaws. A board-only organization typically has a self-selected board, and a membership whose powers are limited to those delegated to it by the board. A primary difference between a nonprofit and a for-profit corporation is that a nonprofit does not issue stock or pay dividends, and may not enrich its directors. However, like for-profit corporations, nonprofits may still have employees and can compensate their directors within reasonable bounds.
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