[Intro Music]

Samantha: 
I’m Samantha Lewis, here to introduce our podcast today, Barry Render author of the number One Operations Management title on the market, is speaking with David Panzera, Vice President of Purchasing for FXI.
And they'll be discussing some of the global purchasing issues David's experienced in his career.

Barry: 
Thanks Samantha.  Dave, thanks for joining us today.
You've had a tremendous career in in supply chain management with Michelin Tire with our Kemah and most recently with FXI.  
Why don't we start with FXI?  Tell us what that company does.  My only knowledge about the company is when I go into Costco and I buy a mattress.  I know it was made by you guys, but your industry is much broader than that, isn't it?

Dave: 
Thank you, Barry.  It's a pleasure to be here today.
FXI is one of the largest flexible foam manufacturers in North America.  We have our origins as Scott Foam, which was a division of Scott Paper years ago.
Today, as FXI, we have basically 4 businesses.  We produce flexible foam that we sell to furniture manufacturers, mattress manufacturers.  They use it as an intermediate product in producing their finished goods.
But we also produce mattresses under our own brand names.  For example, we sell the Nova Foam mattress in Costco.  We sell sleep innovations on Amazon through Walmart and Target.  We also have a brand called Molecule which is our premium brand and you can find that online, but you can also— we're also starting to open some retail shops.  
Then we sell foam into the automotive space for seating.
And finally, we have some very specialized engineering solutions.  So if you think about, just as an example, if you buy an inkjet printer cartridge.  If you look at it, there's a little piece of foam in there that regulates how the incomes out, and that's one of the engineered solutions that we produce and supply.



Barry: 
Interesting. I'm glad you give us that explanation.  You're in a unique business, but it really is an important industry, that crosses many different disciplines.

Dave: 
Absolutely. You know, we try to contribute to rest and relaxation is our philosophy.  

Barry:
Interesting.  Well, you're a global executive, Dave.  You speak French.  You speak Japanese.  You spent seven years in Paris as the global purchasing manager with Michelin.
Can you tell us about some of your experiences and challenges in your field over the last 30 years? 

Dave:
I spent almost seven years in France with Michelin coordinating the global chemical spend for the entire company.  I had personal responsibility for their North American chemical spend, but I coordinated the European, sorry, the North American and Asian and South American spend.  And one of the you know, the interesting challenges at the time was trying to optimize that global spend.  
And really, from that seat I had the ability to see How all the different markets were operating, how our suppliers who were in many cases, large global suppliers who were nearly as large as us were treating the market.  And we often found that a supplier of a particular commodity would practice one set of pricing in North America and a different set of prices in Europe and a different set in Asia.  
And part of the part of the role was once you saw that, you got to look for ways of breaking that game.  And so we would, we would engage vendors to say, look, we're looking for, you know, best price across the entire globe.  And they would say, well, they're different markets. So we just went out and did it on ourselves.  We played the global arbitrage game.
At one point we were buying trucks and trucks and chemicals in Europe, delivered to our plant, offloading them, putting them directly in a container and putting them on the ocean and sending them to North America.  Just to, you know, normalize the prices globally.
So those were the kind of fun things that you could do when you had global responsibility and you had a good dynamic global team who really was focused on optimizing that global results and pulling all of the levers that you could pull.



Barry:
You know, in your role, what would you say in your experience would be, probably the biggest challenges… both with your current company and maybe with the past in terms of dealing with global supply chains?

Dave:
Three years ago, 2021, I think it was the winter freeze Uri that hit in Texas.  And you may recall, I mean most people will remember having seen it, you know in the news but probably forgot about it pretty quickly thereafter. But Houston had this, you know, this unusual freeze and the power supply and the power grid couldn't keep up with it.  And so power went down across, you know, a very large area and it obviously affected a lot of people personally.
People had, you know, lost power or they had pipes burst, but it also took most of the chemical reactors and crackers down there, and that caused a lot of damage and a lot of disruption that had lingering effects that lasted probably 18 to 24 months.  Because they would go and they would try to start something up and they would think everything was good. And that started up and then they discover another leak here or another problem there.
And it had this trickle-down effect where you maybe had a supplier who you pulled up and they said, “Oh, no, we're fine.  You know, we've got our production is in Kansas, right?  We're not in the Gulf Coast.  We're completely fine.”
Six months later, they're fine.  A year later, they're declaring force majeure because those raw materials that were produced in in the Gulf Coast gradually trickled through to the point where all of a sudden they couldn't get what they needed.
So we really lived through… it was really like two years of just constant, you know, firefighting and I really don't think that most people realize the degree to which winter freeze Uri set off this whole tightening of supply chains across all industries at all manufacturing. 
And I'll give you an example.  You know, somewhere in the middle of this, my wife says to me, “I don't understand why we can't get a new couch, you know, we went in and we ordered it. And they're telling us it's going to be 6 months until we get that new couch.  And I don't understand why that is.” 
The reason why that was they needed flexible foam.  I wasn't at FXI at the time, but they needed flexible foam that was made from polyols, that was made from propylene, and the propylene had all gone down during winter freeze Uri and it was just flowing through.
And you know, there were other, you know, there was fabric, there was lumber, there were other things but the, you know, the chemicals really caused a lot of the challenges that I think we experienced in North America in terms of getting almost anything for several years.



Barry: 
I remember that time very, very clearly.  My son at the time was living in Austin-- it wasn't just Houston.  But they were freezing, I mean, literally freezing to death.
The supermarkets are closed, the roads were ice over, the pipes at all burst, you couldn't get water.  It was a terrible time and it was a very unusual time.  
But I think it goes back even further.  Because we've had these global events with the Japanese nuclear explosion, which was what, 15 years ago now, flooding in Malaysia which wiped out all the disk drives globally for a six-month period.
So I think that is…  Well, do you think that the weather events are now one of the major factors that you have to be concerned with?  Or are there other things that are even worse?

Dave:
Oh, I think, yeah.  So I think that the weather is in the chemical industry, in particular, I think that the weather is one of the most important and critical factors.
I… literally the first thing I do every morning from June through the end of September is I look at, you know, the hurricane advisory site to see what's percolating out in the Atlantic to see if there's something heading toward us in in seven days.
I spend a lot of time through the year preparing extra inventories for this period of time because I know there will be some disruption and it does seem to be coming more frequently this year.
So far, I think we're maybe, I think we've maybe seen 5 hurricanes so far this year.  But this year has been predicted to be one of the worst storm seasons in, you know, recorded history.  And it's only, you know, we're only in August, we've got a couple more months of it to go.
So I do think I feel like, you know, warming ocean temperatures and climate change in general has put us in a position where weather is much more impactful, particularly to the chemical industry than it was in the past, although certainly it always was something you were concerned about.

Barry: 
Well, just to sum it up, it sounds like, as a global supply chain manager, If there's not one issue, there's another issue that keeps you awake at night.  So there's a lot of things on your plate.
And so, Dave, I really want to thank you for taking the time today to talk about your industry and talk about some of the challenges you face.
It was great chatting with you and thanks for joining us on the podcast.



Dave: 
Absolutely. It was my pleasure.  Thank you, Barry.

[Outro Music]  
