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Instruction
Should the company buy or make the product? 
Total cost of production =152,000
Total cost incurred in buying from supplier would be (16 x 8000) + (2/3 x 48, 000)
                                                                               =128,000 + 32,000
                                                                                =160,000
The company should make the product since the cost of producing the product is relatively lower than the cost of buying of the product. The main reason why people engage is to make the profit that can sustain the operations of the business.
Provide a solution and recommendation decision.
From the calculation, the total cost of production of 8,000 units of the product is $ 152,000 that translates to $ 19 per every unit produced (Shim & Siegel, 2002). On the other hand, the cost acquiring the product from the suppliers is $160,000 that translates $ 20 per every unit purchased from the supplier. This, therefore, means that if the company produces the product by itself, the company will always save $1 for every unit produced in comparison if the company is to acquire the products from the supplier. The primary aim of engaging in any business activity usually is to make the profit. To the firm to maximizes, the management of the company must always try to minimize or even eliminate some expenses. It is worth noting that when the company incurs a lot of expenses, such cost shall eat to the profits and therefore leading low profits returns. If the company does control its expenses, the firm may get into a situation where total expenses are higher than total revenue and such cases the company shall be running at losses (DRURY, 2013). When a company runs losses for consecutively, it may be declared bankrupt because the liabilities of the company would be higher than its assets. The company would therefore not be in a position to pay its debts and would be forced to close up or undergo receivership. 
It is, therefore, the responsibility of any manager always to ensure that the company cut on any cost or expense even if it is just one penny (Zimmerman and Yahya-Zadeh, 2011). In this case study, the company would be earning an extra $ 8000 annually in case it does produce the products. Moreover, it is important to note that if the company is acquiring the products from the suppliers there are other extra costs incurred in the process such as transportation cost, transaction costs that are associated with buying such goods from the suppliers. Acquiring products from suppliers at some times can time involving and waste a lot of time as there are a lot of documents and legal formalities engaged as compared if the company produces the product. The supplier may also be supplying several companies, and there could be a shortage of the product when the company needs the goods most (DRURY, 2013). The company does have any control over the supplier and during high demand; the company may be disappointed especially when the supplier is in shortage of the products.
Therefore, the company should consider producing the product by itself as this help the company to minimize and maximize profits (Shim & Siegel, 2002). Moreover, the company can control the demand if it produces the product because the management would in a position to deliver more during high demands to avoid shortage and reduce production during low demands to prevent wastage. Cutting any cost is very important for the success and prosperity of any organization.
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