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Introduction

The Serious Reader Company is a small online retailer operating out of a garage apartment. The owner buys books at garage sales, thrift shops, library sales, and whenever an opportunity arises. The company classifies all books into five categories based on cost of acquisition and estimated sales price. The company also incurs some operating expenses.
The small online retailer is engaged in the business of selling of books. The company has both variable costs and fixed costs. The company wants to evaluate the income statement through the changes in selling price and variable costs in order to understand the impact of the different level of costs on the income earning. There is also a description regarding the different format of income statement used by the organization for improving their operating success.

Contribution Margin

The segmented income statement of the five categories of books shows that all the categories are in profit that means the cost is less than than sales revenue. The profitability of the company for A, B, C, D, & E is $4,000, $8,500, $6,750, $9,400, and $7,400 that makes the total contribution to the company of $36,050 in order to cover all the fixed cost. The total fixed cost is $11000, which means the total income of the company is $25,050. The highest productivity is from D category, whereas the lowest productivity is from A. Therefore, the company is able to earn sufficient amount of contribution margin towards its fixed cost along with making profitability.

Impact of Change in Sale Units

The company wants to notice the impact of the change in the selling units over the contribution margin. The company is to increase selling units by adopting 90% sale of all the purchased units in each category. The success of the changed sale units of the company for A, B, C, D, & E categories is $5,400, $9,180, $12,150, $21,150, and $16,650 respectively that makes the total contribution to the company of $64,530 with total fixed costs of $11,000. The total net income of the company is $53,530 in order to improve the overall profitability. Therefore, the increase in selling units improves the overall profitability of the company. 

Impact of Change in Selling Price

The impact of change in selling price can be seen through changed contribution margin, that is, $8,000, $16,000, $13,000, $18,400, and $15,400 in A, B, C, D, & E categories respectively. The contribution is $70,800 to cover fixed cost of $11,000. The net income to the company from all the five categories is $59,800. 
The owner can quit his job because it can provide him the opportunity to sell all the purchased units of all the categories. The total contribution margin from sale is $12,000, $19,200, $26,000, $46,000, and $38,500 for A, B, C, D, & E categories respectively. The total contribution margin is $141,700 to cover the fixed cost of $11,000. It provides the net income of $130,700 that supports the owner's decision to quit his job and engage full-time in the business.

Different Type of Income Statement

Different type of income statement provides a different format with different data to evaluate the existing business scenario of the organization. All the relevant information cannot be derived from a single type of income statement, so it is useful to make different types of the income statement. The cost factor is crucial for decision marking in different scenarios in respect of variable costing approach. The scenarios include the production of new product, accepting a new offer at a lower price than regular price, and elimination of existing product (Maryanne & Guan, 2007).

Recommendation

The owner of the company can quit his job in order to engage full time because it will provide increased contribution margin with increase net profitability. The price of the entire categories can maintain at the high level in order to earn more profitability (Shim, 2000). The owner can now afford to take vacations and spend more time we family and friends.
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