[Intro Music]

Samantha: 
Samantha Lewis here to introduce today's podcast where Barry Render, author of the #1 Operations Management title on the market, Speaks with Todd Ahern, Vice President of Supply Chain for Ricoh USA, the biggest producer of large printers in the world.
Barry and Todd will be discussing the complexity of supply chains for a printer manufacturer based in Japan, whose customers are in the US.

Barry: 
Thanks Samantha.  And thanks Todd for joining me today.
You're in a fascinating company and a fascinating industry.  We all know about --I've got my HP printer, I've got Brother printers and I understand that the printer market for home printers, but Rico's in a really whole different segment of the market and a different kind of industry in a way.
How do you differ from the market that so many of us are familiar with?

Todd: 
Sure.  So yeah, so well, first of all, you should have a Ricoh printer in your office instead of HP.  That would be important for you, but…

Barry: 
I'm sorry.  I apologize in advance

Todd: 
But anyway, yeah.  So Ricoh specializes more in business to business and production equipment.
So I'll call it a heavier duty equipment that if you need to do a large number of impressions per month, let's say 25,000 or more, that you're going to print, you could use that.   As somebody like HP, a lot of the let's say home office type of printing, it's really not designed for the type of printers that Ricoh produces.
So you know, it's much, much larger volumes and really designed for networking with other machines, especially in large businesses.

Barry: 
And how do you break down your markets?  I mean, there's a manufacturing, services…  Which is most important to the company?

Todd: 
Yeah.  So we have a an interesting split between actual machines and then of course services within the machines themselves.
So we break it down into three primary categories: 
So A3, which would be your standard office copier that you would see in any office space.  
A4, which these are more of the desktop style machines.  So of course, as I said, Rico's making some more heavy-duty versions of that.
And then production equipment.  So really what we call “print to pay.”  So this is where somebody actually goes and uses a machine to turn it into money by printing things for other people.  
On the services side, so that's this is also where we have things like managed services: if you had a mailroom that you needed somebody to run or scanning services or these sorts of things, we do that as well as other activities like IT services.
We also have some specialty items out there in the world of 3D printing as well.
So that's kind of the service side of the business for us.

Barry: 
And is it half and half or 3/4 manufacturing?  What's the breakdown?

Todd: 
So the strategy for that is that, yeah, we want to become a services-led organization.
So of course we're more heavily on the equipment side at this point.  But the copier industry, it's been slowly shrinking over time as people go away from paper and go to a more digital approach, you know, with electronic documents.  So of course, you know, we're making that transition as an organization.

Barry:
So how is that market changing?  Do you have a forecast as to how the demand for printers is going to continue to decrease?

Todd:
Yeah.  So I'd say kind of the industry number is, it's gonna shrink by 5% every year over time.
But you know, of course, that's up for debate.  That really depends on your organization and what they're doing to retain market share in that space.  So we haven't really seen that ourselves.
So, but that's at least I'll say the, you know, the common statement that most people make about how the industry will change.

Barry:
Interesting.  Where does your manufacturing take place?  Are you producing in the US?

Todd:
So primarily in Asia.  So all along the Pacific Rim there.  We do have a remanufacture product location in Baja, Mexico where we'll take machines that were already out in the field.  And, you know, if they have a what's called “a low meter read,” so we didn't make a lot of copies on it… We'll take that or bring it down to our facility in Mexico and you know then in an environmentally responsible way will go and we'll remanufacture that machine and sell it back out into the market.    

Barry: 
Very good.  So the company takes that sustainability very seriously?

Todd:
Yeah, we are the most sustainable in our industry, in the copier industry.  So I think recently in Time magazine there was… We were in the top 500 of large organizations from a sustainability perspective.
So it is #1 on our priority list to be sustainable.  All of our manufacturing facilities in the US are zero waste to landfills.  So yes, we take this extremely seriously.

Barry: 
So if a lot of the manufacturing takes place in Japan and in Asia, how does it impact your supply chain getting products to the US customers, which is your major responsibility?

Todd: 
So great question and it's, you know, since the pandemic started, that has been a serious concern and a very difficult topic.
So yeah, so we have, of course, during the pandemic we were seeing 100 plus ships sitting off the coast of California there that couldn't get into the port of LA and Long Beach.  You know, extended lead times where we were seeing things take an extra month to get into port.
So yeah, I mean we employed different strategies there to try and move equipment through different ports, which of course helped us move things a little bit more quickly into the US.  You know we also looked at on-shoring or near-shoring at certain parts of our equipment in order to make sure that we did not have those kinds of delays.
So, but yeah, real struggle for multiple years there.  So, but of course we take our freight bid process seriously and work with the ocean freight carriers very closely to come up with really the best solution for us to move product into North America.

Barry: 
How many 40 foot containers are shipped in every year to the US?

Todd:
So for Ricoh North America, it's about 5000 containers per year that we're bringing in.

Barry: 
And then what is your delivery system look like?  Once these containers hit the West Coast ports, what happens to them?

Todd:
Yeah, so we distribute through a variety of transportation modes.  So of course the most expensive being to go over the road.  So we're over the road with team drivers, which we’ll employ that as least frequently as possible, primarily want to go intermodal.
We don't have any rail stops at our facilities.  So intermodal is generally the way we'll go and it's the lowest cost.
For parts we will utilize air freight and sometimes with supplies as well.  So toner cartridges that you need to run your machines.  We get into emergency situations on parts or supplies will definitely go with air freight as needed.
Same thing with air freight out of Japan.  This primarily applies to parts to bring them in.  There's, like I said, there's people that are using the machines to print so that they can make money, and I'm going to go and I need a part for my machine.  So they will fly in those parts to ensure that we can get them back up and running as soon as possible.

Barry: 
How many facilities do you have in the US?

Todd:
So we have five that are dedicated to our equipment in the US, plus we have two that are tied to parts.  And then we have an additional two facilities in Canada and then we have the one facility down in Baja, Mexico.

Barry: 
So let's talk about managing the inventory.  How many SKU's do you have?  There must be, well, a new models come out all the time.  And yet you still have to maintain the parts for the models that have been around for a while, don't you?

Todd:
Yeah.  So for parts themselves, that's the big number there.  So there's maybe about 25,000 active parts at any given time that I'll say are higher frequency use.  And then there's another 25,000 beyond that that are very low frequency use.  So 50,000 total, 25,000 normally being utilized.
On the equipment side significantly less because it's copiers plus the various accessories that you attach onto copiers.  And so you're looking at maybe about 1,200 total at any given time there.
So you know, approaches with parts from an inventory management perspective, you know, it really does come down to what I'll say are standard analysis.  You know frequency of use, ABC type analysis, and then what is the standard deviation of that average monthly usage, so kind of, otherwise known as the XYZ analysis to figure out what kinds of inventories we should carry.  And you know, what's the likelihood that we're going to get an order that's going to be inside or outside of the normal standard deviations?

Barry: 
Interesting.  How do you handle forecasting?  Are you doing anything sophisticated?  Are you up to things like AI or machine language?

Todd:
Yeah.
So yeah.  Fortunately we have a program by Kinaxis that we implemented in, I guess it's two years now, on our equipment side and that has a real machine learning capabilities for our forecasting, which has helped us improve our overall forecasting significantly.
On the part side, we utilize a product called Baxter and very similar results.  It's, you know, it has a machine learning capabilities and it helps us to really dial in our inventory and find things, run models that, you know, the average human can't run but can run thousands and thousands of iterations of forecasting models for us to give us the best fit.

Barry: 
That's a lot different than it was for you 10 years ago then?

Todd:
Spreadsheets and doing basic forecasting statistical calculations!
I always think back to a decade ago when I was a demand manager and having a handful of models that I could run once a month, and now it's amazing to me.  The system can run through thousands of models for you at the beginning of the month and it's the second day of the month.
And I have “here's the best fit based upon all of these iterations.”
So it's it is truly amazing how technology has evolved over the past decade in forecast.

Barry: 
Yeah.  And it's continuing to change almost monthly these days it is.

Todd:
It is.  You can link it into your to your supply planning process as well and same thing there as far as being able to run various iterations of what your supply plan should look like as well, tied to that forecast.

Barry: 
Interesting.  Todd, let me ask you one last question.  I would just thinking about it.  What advice would you give to someone who's a junior or senior in college who's interested in getting into the supply chain area?

Todd:
The technology is going to change supply chain over the next 10-20 years.  I don't know what it's gonna look like.  I mean, I have some guesses as to what supply chain could look like, but it's going to be a lot less individuals making determinations and more towards tuning systems to do the work for you.
So I'd say focus on the technology is the key.

Barry: 
Great insights, Todd.  It was really wonderful having you join us in the podcast today.
You're with a great company and the background information you gave us on the printing industry, I think, is really, really interesting.  Thanks again for joining us.

Todd:
Yeah.  Thank you.  Appreciate it.

[Outro Music]  
