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CUSTOMER SUCCESS STORY

FRANKISCHE ROHRWERKE
GEBR. KIRCHNER GMBH & CO. KG
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With macs complete, the company Frankische Rohrwerke has implemented a business management
tool that enables consolidated planning for multiple production variants in 13 plants.
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Correct Costing to start with

Accurately determine intercompany ef-
fects - sensible planning of cost, capac-

ities and contribution margins
Frankische Rohrwerke Gebr. Kirchner GmbH &
Co. KG develops, produces and markets pipes,
shafts and system components made of plastic
and metal. The product range includes solu-
tions for drainage, electrical, building services,
automotive and industry. More than 1.5 million
meters of pipe leave the plants every day.

With production and sales locations, the fam-
ily-run company is now represented in seven-
teen countries. Not only do manufacturing
costs count but the regional geographic ad-
vantages come into play as well. In order to
guarantee an effective supply chain, short dis-
tances are a must for automotive or construc-
tion customers.

In order to manage the entire enterprise, deci-
sions are required constantly: Which plant can
deliver which products in which quantity at
what price? How can an optimal supply chain
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be built from this? The data of all individual lo-
cations must be evaluated in terms of prices,

cost of supply chain and contribution margins
for the overall assessment and decision mak-
ing. In addition, there are variable factors such
as raw material prices. With its organic
growth, the company has developed principles
in financial and operational planning to man-
age productivity and profitability.

ERP vs Reality

The existing ERP system uses a preferred pro-
duction variant. That means that for the pro-
curement of each product, information is
stored by plant, producing work center ma-
chine and the materials required to produce it.
With the same item being produced at several
plants, complex intercompany effects become
a headache for the financial controllers: Does
the company manufacture in Germany, France
or the Czech Republic? Will there perhaps be
additional WIP items required from China or
Romania?

"It was precisely this variety of possibilities
that we wanted to make transparent for
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decision making in financial planning and anal-
ysis," says Rainer Meyer, Head of FP&A at
Frankische Rohrwerke. "That's why we
switched from a simple costing to a weighted
average costing in 2013."

For this step, the company requested the ser-
vices of macs Software GmbH: These special-
ists offer state-of-the-art intercompany cost-
ing based on standard marginal costing.

What is the intercompany issue?
Companies with several production sites often
face a dilemma in their planning: Each location
uses more or less good costing accounting
tools and reports its numbers to the headquar-
ters on time. There, however, the sum of the
individual business plans does not result in
meaningful numbers for the group to make de-
cisions.

Since each location prices in a margin, a differ-
ent contribution margin is calculated in the
production chain at the end. Likewise, the ac-
tual production and capacity planning of each
location remains a "black box" for the head
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office. This is a problem for serial manufactur-
ers. The fact that important information was
missing is often only shown later in the consol-
idated financials. Flexible and timely planning,
taking into account the intercompany profit is
not only extremely valuable, but with the macs
solution also possible.

Supply Chain Planning of Volumes and
Capacities

Based on historical production volumes of a
product per plant and BOM and routing vari-
ant, average BOMs are created to start with. A
sales forecast is backflushed, and capacity re-
quirements determined by plant. Checking
against customer and plant locations this his-
torical BOM mix is modified and forecast
standard cost are calculated for forecast prof-
itability calculations.

Cost transparency via paradigm shift

A planning approach that solves the intercom-
pany effects convincingly requires rethinking
and the willingness in the company to make a
combined effort so that the processes for
smooth data exchange are defined and estab-
lished as a once off effort.
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The Company

Frankische Rohrwerke
Gebr. Kirchner GmbH & Co. KG

Industry:
Suppliers of plastic pipes, shafts and compo-
nents for the motor industry

Employees
Germany 1.680/ Worldwide 2.800

Contact Details
Frankische Rohrwerke

Gebr. Kirchner GmbH & Co. KG
Rainer Meyer

+49 9525 88-0
info@fraenkische.de
www.fraenkische.com

macs Software GmbH
Stadtweg 36

D-78658 Zimmern ob Rottweil
+49 741 942288-0
info@macscontrolling.com
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