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1. Discuss and describe the primary difference between traditional income statements and contribution margin income statements.
The core difference between traditional income statements and contribution margin income statements comes in with the way fixed, and variable expenses are treated. As a result of the way the two cost types are treated, the use and the format of each income statement varies. In the traditional income statement, first, a gross figure profit is obtained through subtracting the cost of goods sold (which is variable + fixed) from the sales revenue. Once this gross figure is obtained, the variable and fixed expenses (which are the marketing and administrative expenses) are subtracted from it to finally get the net operating income (Fridson, & Alvarez, 2015). This procedure defines the traditional income statement.
In the contribution margin income statement, first, the gross contribution margin is obtained through subtracting the variable cost of goods sold from the sales revenue (Fridson, & Alvarez, 2015). Next, we get the contribution margin through subtracting variable administrative and marketing expenses from the obtained gross contribution margin. It is from this contribution margin figure where we deduct all the fixed costs to get the net operating income as it is represented in most contribution margin income statement. 
Due to this primary difference, it makes even the usage to be quite different. For example, in the traditional income statement, most of its users are people not in the organization. These people are like investors, banks, vendors, among other market stakeholders. The contribution margin statement is mostly used for the internal purposes of the organization. It is an accepted statement that clearly shows the expenses as well as revenues at a different period. Due to this, it can be used for various making decisions related to the internal affairs of the organization. For example, it can tell the profitability of every product at a given time. This fact informs the company which product to concentrate on more.
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