[Intro Music]

Samantha: 
I’m Samantha and I'm excited to introduce our latest podcast, led by Barry Render, author of the number one Operations Management title on the market today.
Barry is checking in with Kris Hanigosky, Vice President of Operations at Nautique Boat Company.
Nautique was featured in a set of new video cases for the 14th edition of the textbook.
Barry and Kris will be discussing the issues of VP of Operations faces in running a major manufacturing firm.

Barry: 
Well, thanks, Samantha and thanks Kris for joining us today.  It's great to have you here on the podcast.

Kris: 
It's great to be here, Barry.  Thank you for the opportunity.

Barry: 
Let me ask you a few questions.
Your company is very well known to people who are in the in the boat business and certainly the Ski Nautique is an iconic brand.  But can you tell our listeners a little bit about your company, where you are, how big you are and so on?

Kris: 
Yeah, sure, Barry.  So Nautique Boats has been around, or I should say Correct Craft has been around since 1925.
We started out here in Pine Castle, Florida and our original product was far from what we are today.  We were in a variety of different industries related to boats and cuddies and some ski boats came along in the 1960s.  And in the mid-to-2010 time frame we start to be known as the Nautique Boat company.
Currently we reside just outside of Orlando.  We're in the southeast corner of Orlando, over by Lake Nona, and we currently have 609 employees on site.  402 of those are direct employees.
We manufacture over 10 different ski wakeboard and wakesurf boats.  We are primarily focused on the towed water sports.  So obviously that that is a niche segment within the marine industry.  That's what we focus on today.  
We build roughly 2000 boats a year.  We're currently at 10 boats a day.  That's our production rate and we roughly have 190 production days a year.  So we're right around that 2000 mark.
We continue to focus on what, what we sell through the marketplace and that is a high quality competition.  Towed water sports, though that's our focus.

Barry: 
Right.  And the brand is so well known as Ski Nautique.  And part of the image the company has to have is to maintain the quality of that brand name.
How do you manage quality when everyone expects the Ski Nautique product to be perfect?

Kris: 
Sure.  So that is that is what is our niche in the marketplace is, is we are the premium product, at the premium price.
So managing that day to day is a challenge.  I think our biggest focus right now as a manufacturer is to build quality into the product, not inspect it into the product.  So what does that mean?
That means, really, we have to focus on bringing on employees, training them, onboarding them properly, and building the boat correctly the first time.  In this day and age, you know, you don't wanna have waste, where you’re constantly having to rework product or constantly having to scrap product.
You really want to build the product right the first time and not the opposite, which is build the boat and then check it for quality.  You really want to do the proactive approach of making sure the employees have the right tools at the right time and the training so that we're building the quality into the product and not inspecting it in.  
Clearly we have a vast network of dealers out there across 70 plus countries that we deal with.  So everybody has a perception of what quality is.
Our job is best is to realize what we can manufacture, what our manufacturing capabilities, design that in with our design and engineering team, so that we build the best product that we can give them the tools and manufactured practices that are that are state of the art for the marine industry.

Barry:
I know that you keep a huge inventory, probably 10s of millions of dollars.
How many stock keeping units, SKUs, do you have?  And I wanna know do you use ABC analysis at the company?

Kris:
Sure.  We roughly have about little over 3000 SKUs of parts that are currently in production.
We have another couple thousand that are that are what we consider our service parts because we do, we do have service parts on site that we sell out of our factories here in Orlando to the dealer network across the US and world.
When it comes to what we really focus on with our ABC inventory is definitely the day-to-day production inventory that supports the production line.  The roughly 3000 plus SKUs.
We do look at ABC analysis for variety of reasons.  Obviously some of our A components are high movers and high dollars like our engines and our towers are definitely the bulk of our you know cost of our inventory.
We try to turn our inventory 12 times a year, which is once a month.  Recently, recently we've been below that and a lot of that had to do with a lot of the slowdown in manufacturing across the sector coming out of the COVID episode.  During the COVID, everybody was wanting to buy a boats, so we increased manufacturing and then so they take off.
And of course, we would have acquired a lot of the inventory at the time, so we're slightly below the 12 turns per year, but our focus really is 12 turns per year in order to keep it in a manageable, manageable number.
So we're not out of stocking the manufacturing, but we also don't have too much, too much cash tied up either.

Barry:
So for the main A items, just I'm thinking of the engines you use and maybe the towers, do you use sole suppliers for those?

Kris:
So for some things we do.  So our engines are engines are actually are a sister company owned by Correct Craft, Pleasure Craft Marine Group.  They’re our sister company and they are sole supplier for us.
Towers… we do have multiple suppliers and some of that just depends on which tower you get come from one vendor.  There's a different design that comes from another.   
We did… prior to COVID we really were focused on more partnerships and single sourcing.
Obviously there are pros to having relationships with single source suppliers.  There are also downsides.
If there are challenges and one area where we really had a challenge during COVID was stuff that was made in the composites industry.  When there was the power outage and freeze in Texas, compound that with COVID, we really hit a snag with a lot of composites-related materials.  And you don't realize it, they talk about all the time, but the amount of products that are made from petroleum products or petroleum is vast in our industry.
So it touched everything from the plastics to the resins to the glues to the hose.
So we really ended up going dual sourcing on as much as we could during that time, and we stuck with that where it's made sense.
You know, we obviously substituted where that made sense and we've dual sourced where it's made sense.  

Barry: 
You mentioned you mentioned resins.
I've toured the factory and I know that, in a manufacturing facility there are a lot of jobs that are tough, especially here in Orlando when the summers are brutal and so on.  And fiberglass, uh spraying in the factory is a tough job.  How is the turnover there?

Kris:
Typically in manufacturing your turnover is like 20-30%.  We have been able to mitigate that down significantly where we're closer to the high teens, low 20s, with our turnover year over year.
What we did a few years ago was realized that, you know, we can no longer bring in, you know, skilled craftsman right off the street.  And if we do, we're very lucky.
So we created an on boarding and training program which I talked about with the quality question you asked earlier and we've created basically an onboarding training program and then a level up program.
So we have 5 levels, level one through five, with five being a master level.
So basically you come in and you're given, obviously you have a job or role as a team member, and then there is a career path within that within that discipline that you can move along from level 1 to a level 2 to Level 3.
And there are, there's a variety of things.  There's hard skills, which basically is, you know, you know, installation or gel coating in the different degrees of complexity within that, start to develop those levels.
But also there are soft skills that go in there as well.  So we require employees to go through, you know, different soft skills.  You know how to coach, how to talk to employees.
You know in the higher you go up, the more responsibility you have.  So you're leaned on more when it comes to onboarding and helping train new employees.
So that is given our staff a clear direction of how to get to the next level.  So that's helped reduce turnover because they see that there is a there's an investment that they spend time here, they're gonna they're going to get something in return.  
They're going to get, you know, with each level there is a there is an increase in in compensation.  So there is it's a vested interest for them to stay and learn and grow with us.

Barry: 
That's a great policy.
You know, my last question is… when you come into the office every day, you got a huge workforce, you got a huge responsibility.  What are the biggest issues that you face?

Kris: 
Great question.
Obviously an operations it varies across the board, but I would say the biggest thing that I'm concerned with right now on a day to day basis is just where we're at with field inventory and our orders back to managing inventory and making sure that we have the right amount and the right amount of parts at the right price at the right place at the right time, us understanding what orders are coming in.
We're at that critical moment in our in our business where we're getting ready to transition from about a year 24s to our model year 25.
So I have to make sure that we end inventory with a minimal amount of overage, so we have minimal amount going obsolete and going “obsolete disposal” as we call it.  And then we have the right amount to start up inventory.  
The other challenge we have with multi-year in orders at this time is we don't know what trends are going to be.  We introduce new colors.  We introduce some new some new key features, some new content on the models, and sometimes that goes, can swing, especially when you have two different options.  
You know, let's just use the example of black or white towers.  You know, we don't no longer have that simplicity, but you can see where I can't order.  You know, I can order a bunch of whites because I don't know what the Blacks are going to be, and I don't know what the uptick is going to be on black versus white.
So it really comes back to having good visibility and forecasting and working with your reps and the dealer network to minimize some of those challenges that are there are realities that we face every single day.  And that's just one, one single challenge right now in operations.

Barry:
Very nice, Kris.  It's really good talking to you.  You gave us a good background as to your company and what's going on there.  Appreciate your time today and thank you very much.

Kris:
Absolutely.  Thank you.  And I appreciate the opportunity.

[Outro Music]  
