	 
	Closure effects

	Remodeling
	-12400

	Loss of wallpaper Contribution margin
	-28000

	Fixed cost saving
	18000

	profit from carpet sales
	65000

	Decreased contribution-Paints
	-30400

	Increased Advertising
	-25000

	Income/loss from closure
	-12800


Question 1
The decision to close the wallpaper operation has several effects that affect the net income, as enumerated in the figure below. Conclusively, the bottom line effect of the closure of wallpaper operation will lead to a decrease of 12,800, meaning it is not advisable to close the operation as indicated in the figure below.





Question Two
 A sunk cost is a cost that has already been incurred and subsequently cannot be recovered. Additionally, they are always independent of any event and therefore irrelevant in capital budgeting decisions. Conversely, relevant cost often relates to a specific decision and depends on other events and changes depending on the decision made. Generally, all sunk costs are fixed in nature. However, it's essential to understand that not all fixed costs are sunk costs. Marketing study, research and development, and training are an example of sunk costs. As deduced above, the 27300 cost is a  sunk cost and should therefore be ignored because it has been already incurred and is irrelevant to our decision-making.
Question Three
The internet and magazine-based firms have several advantages over Tipton that give them the ability to sell it at lower prices and offer amazing discounts to them. First, online-based companies do not necessarily have to store inventory in large quantities and avoid inventory holding costs that are substantial for a company operating in the manufacturing sector. They often have very little or no inventory at all. They rely on the robust communication and distribution channels they have established with the suppliers. They are therefore able to reduce inventory holding costs, which can be substantial. Secondly, these companies do not rely on walk-in-customers and can continuous rental expenses or heavy capital investment in the construction of the facilities. In turn, this enables them to save a lot financially and direct such finances to other core areas. Finally, due to globalization, these firms have established their presence online and can attract many customers across the globe. This gives them a big and wider market, unlike Tipton, which may also focus on customers near it. In conclusion, due to these internet-based companies' ability to reduce cost and a large market base, they can offer goods at lower prices.
Question 4
The current contribution margin for carpeting is 28%  while the new contribution for the line is 190,633(450,000+120,000)*35%. The new contribution margin will be 62,633(190,633-128,000), which is  advantageous to the company


