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Fresh-bake is a company that is behind the successful production of the Fresh-bake brand. The company was established with the main aim objective of manufacturing and distributing different types of baked products. The manager of that company is supposed to be well versed with cost behavior when it comes to creating an annual budget. Golden et al.,2020, points out that cost behavior serves as an indicator of the manner in which expenses are incurred in the business. When making an annual budget, the manager uses cost to anticipate whether expenses decline or rise. For instance, in the Fresh-Bake company, the expenses related to buying the flour will increase if there is a demand for more loaves of bread.
There are three types of cost behavior in managerial accounting. The first one is a variable cost, which is the cost that directly and proportionally increases with the increase of activity. Also, the amount of variable costs decreases with the decrease in activity. For instance, the cost of buying flour and packaging materials will decrease when there is a decrease in the demand for bread. Less demand for bread will lower the activity in the company. The second type of cost is fixed cost. Fixed cost amount is not dependent on the increase or decrease of activity in the company. Where there is an increase or decrease in activity, it remains the same. The example includes rental lease expenditure, insurance, salaries, and property taxes. The third type of cost is referred to as mixed or semi-variable costs (Novak et al., 2017). 
Semi-variable costs are made of both the fixed costs and variable costs. They are partially fixed and partially variable. The variable portion is incurred depending on the volume of the activity while the portion of the fixed cost is incurred regardless of the volume of the activity. The manager of the company manipulates the level of the levels of the activity in a company to change the variable costs.  It is worth noting that a semi-variable cost with the reduced fixed cost is conducive to the profitability of a business. An example of semi-variable costs can be used in the line of production of loaves of bread. The costs of salary in the production of bread are fixed. However, if there are overtime and the need to increase more labor to produce more loaves of bread, the portion of variable costs incurred will include factor such as commission (Novak et al., 2017). 
           Discretionary fixed costs are expenditures that are period-specific and can be minimized or eliminated without posing an immediate effect on the business profits. On the other hand, committed fixed are the expenses that cannot be excluded from the budget. They are the necessary expenditures that support the goods and services needed to run a business. Thus, the example of discretionary committed costs in the Fresh-bake industry will include costs for research and training employees while fixed committed costs will include costs for insurance costs and machinery costs. The other difference is that discretionary fixed costs require short time planning while committed costs require long-term planning. The reason why committed costs require long-term planning is that they have a direct impact on the future of the company while the other costs don’t have a direct impact. Lastly, avoiding or cutting down discretionary fixed costs for a lengthy period can negatively affect the competitiveness of the company. On the other hand, avoiding committed costs for a long period can lead to legal charges by the affected party (Amoah et al., 2018). 
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