Departmental Margin Problem
Marilynn’s Music operates a business with three departments: Instruments, Sheet Music , and CD’s.  Financial data for the three departments during 20XX appears below.

	
	Instruments
	Sheet  Music
	CD’s

	Net Sales
	$98,600
	$39,300
	$87,600

	Cost of Goods Sold
	  63,750
	  22,345
	  53,780

	Operating Expenses
	
	
	

	  Direct expenses
	  22,360
	    10,980
	  18,570

	  Indirect expense
	  11,450
	    6,380
	    6,555


Calculate the following amounts:

1. Net Operating income for each department.

2. Net Operating income for the entire business.

3. Department Margin for each department.

4. Net operating income for the business if the sheet music department was to be discontinued.

5. Would you recommend that the sheet music department be discontinued? Why or why not?

	
	Instruments
	Sheet  Music
	CD’s
	Total

	Net Sales
	$98,600
	$39,300
	$87,600
	$225,500

	Cost of Goods Sold
	  63,750
	  22,345
	  53,780
	  139,875

	Gross Profit
	  34,850
	  16,955
	 33,820
	    85,625

	Operating Expenses
	
	
	
	

	  Direct expenses
	  22,360
	    10,980
	  18,570
	   51,910

	  Indirect expense
	  11,450
	    6,380
	    6,555
	   24,385

	Total Operating Expenses
	  33,810
	  17,360
	25,125
	    76,295

	Net Operating Income
	     1,040
	 (405)
	  8,695
	      9,330


	
	Instruments
	Sheet  Music
	CD’s
	Total

	Net Sales
	$98,600
	$39,300
	$87,600
	186,200

	Cost of Goods Sold
	  63,750
	  22,345
	  53,780
	 117,530

	Gross Profit
	  34,850
	    16,955
	 33,820
	   68,670

	Operating Expenses
	
	
	
	

	  Direct expenses
	  22,360
	    10,980
	  18,570
	   40,930

	  Indirect expense
	  11,450 
	    6,380
	    6,555
	   24,385

	Total Operating Expenses
	  33,810
	    6,380
	25,125
	    65,315

	Net Operating Income
	     1,040
	 (  6,380)
	  8,695
	      3,355


