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COMPANIES AND THEIR OPERATION
Variable cost is the kind of cost that varies with variation in the levels of activity. An example of this is the price of direct materials, e.g., the cost to produce I bag of cement is $2 and when the number of packets changes, the cost changes too. One bag is $2; two bags is $4 and so on. Fixed cost, on the other hand, is the cost which does not vary when the level of activity changes. This means that this cost is fixed throughout the production process or work. Example of fixed cost is the charges for renting a building. Even if production increases, the rent of the building remains constant. Lastly, mix cost is the cost that involves both fixed cost as well as the variable cost. Example of this is the cost of electricity which comprises both fixed as well as variable cost.
Am selecting Apple Inc., McDonald’s and Starbucks as my three companies. Apple Inc. produces and markets mobiles phones, consumer electronics, and computers. This firm is famous for its hardware merchandises. The fixed costs for this company are the authorized distributors who charge the company a fixed amount and also the cost of renting its buildings. Variable cost, on the other hand, can be the cost of manufacturing and cost parts used in manufacturing. Mixed cost for Apple are the combination of above and also comprise the salaries of its workers. Secondly is McDonald’s which is an American fast foods shop with branches worldwide. The fixed cost for McDonald’s can be the amount it pays to get its license in a given region. The cost remains constant even if the company sells nothing. Variable cost comprises the cost of importing its raw materials and the cost of production in general. Mixed cost comprises the salaries of employees which approximated to be $8.9 in an hour and the cost of renting buildings. Finally, Starbucks is a firm with head offices in American but has branches worldwide. It's mainly a coffee shop, but it sells other products. Starbucks has merged with some companies in various locations around the world. The licensing charges for this company can be its fixed cost. The variable costs, on the other hand, comprises the cost of its sales. The mix cost encompasses cost electricity, sales as well as the cost of licensing.
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