Case 4: Zümwald AG, page 304
ISD, led by Christian, is preparing for producing X73, 5 % of the company’s total production. The CEO of the company is Rolf. A component is to be bought from Display Tech, who offers it for 100. The internal department Heidelberg (70 % of capacity), led by Paul, offers it for 140, with a component from Conrad’s ECD (90 % of capacity). A third company, Bogardus, offers it for 120. Some calculations below:

	ECD offer
	
	

	Variable manufacturing
	9
	

	Fixed manufacturing
	9
	

	Mark-up (20 %)
	4
	

	Internal price
	22
	

	Heidelberg offer
	(
	

	ECD component
	22
	

	Variable manufacturing
	28
	

	Fixed manufacturing
	55
	

	Mark-up (=>30 %)
	35
	

	Internal price
	140
	

	ISD
	(
	
	

	If: Heidelberg
	140
	
	
	If: Display tech
	100

	Variable manufacturing
	26
	
	
	
	26

	Fixed manufacturing
	118
	
	
	
	118

	Other components
	72
	
	
	
	72

	Total costs
	356
	
	
	
	316

	External price
	340
	
	
	
	340


Paul is now accusing Christian for sub-optimising by choosing an external supplier. He wants Rolf to intervene in this. He is questioning Display techs quality, intention. He also say his department helped with the development of X73, with only cost as compensation.

