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n on the semiconductor industry, which

The main focus of its business had bee
went into a serious downturn with the recession in 2000. As a result, Swisher de-

cided to place more emphasis on other industries.
Swisher Systems has multiple competitors, which vary among different indus-

tries. The companies that it competes with generally offer less expensive substi-
tutes that tend to be of lower quality. Mateen Electric Manufacturing Company,

Bailey Heating, and Cole Heating are a few of its many competitors.
Swisher Systems has annual revenues of approximately $20 million. Of that

$20 million, $8 million, 40 percent of revenue, goes into the purchasing of mate-
rial items. Another 20 percent of the revenue goes to direct labor. Overhead takes

up the majority of the potential profit margin: 20 percent for direct overhead and

5 percent for indirect overhead, which includes selling and administration. The
high overhead is a concern but appears to be unavoidable for a small company
trying to grow. A sales call center was implemented over a year ago, which adds

10 more members to the payroll along with a marketing person who creates all of
the written literature and designs marketing campaigns. This leaves a margin of
about 15 percent for profit. This number can fluctuate due to negotiations with
customers. Swisher Systems keeps approximately $12,000,000 of supply inven-
tory on hand at any given point. This gives Swisher Systems approximately tw¢
inventory turns per year. Swisher Systems is constantly looking for ways to im
prove its financial status but appears to be overall stable with over 55 years in th

business.
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He do'es th'is routine everyday; not only is it very time-consuming, but a lot of
paper is being wasted as well. Although the use of the SIM 4500 MRP program

helps by preparing the MRP reports, ultimately, Mike relies on his memory to
make decisions.

INVENTORY MANAGEMENT

Since on-time delivery is critical, having products in inventory is important.
Along with this, it is also important that the inventory be accurate in the com-
puter system. The inventory part activity can be checked on the computer. A man-
ual count of inventory is necessary to ensure its accuracy. Material is constantly
being used, and it is important to keep track of where the inventory is going and
how much is used. Swisher Systems remedies this situation with an inventory
requisition form that is manually filled out by anyone who takes material out of
the;{set::ftrl;ogé material manager requested 25 pounFls of a specific chemical sub-
stance, based on the bill of materials. The price at this level would hg-_ve beelr\1/[ $1Z)3
per pound. Mike purchased 500 pounds at only $45 per pounct Alcctor lrcllg'tc‘) : e&
this was successful because the product would not become 0 55% g- gtgn ltlsbliset
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current supplier. 18 while stil) keeping the reliability of the

CONCLUSION

CapaciiEOI' s was $32,000. A new low-cost supplier, B&B was selected to supply the

solenoid compolnent. Mike also agreed to add the cai)acitor requiremenfsptz the

deal. Tl.ie annual total for tl:le combined purchase contract was $150,000 [$100,000
(solenoid) +$50,000 (capacitors)]. The cOmpany also will receive a 10-percent re-
pate at the end of the year.









