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LOGISTICS

Choice assignment

Hitachi data storage manufacturing unit
relies on critical parts logistics provider.

By CHRris DupPIN

any businesses need to ware-
house huge amounts of data, and
one ofthe leading manufacturers

of storage systems is Hitachi Data Systems
(HDS), a subsidiary of Tokyo-headquar-
tered electronic giant Hitachi Ltd.

Based in Santa Clara, Calif., HDS
manufactures storage systemsthatareafar
cry from the hard drive spinning inside of
your PC. Some HDS systems have multiple
drives that can store petabytes of data—a
petabyte is a million gigabytes — and use
technology such as redundant arrays of
independentdisk (RAID) systemssothatif
adrive ormultipledrives fail, dataat banks,
brokerages, hospitals and airlines remains
sound and can continue to be accessed.

When systems fail, many companies are
eagertoreplace hardwareassoonaspossible,
and to do this, HDS relies on a New York-
based company that specializes in critical
parts logistics called Choice Logistics.

“They’ve been really good partners for
us,” said Alan Burks, director of logistics
for HDS. He is responsible for finished
goods logistics for HDS outside of Europe,
both products manufactured at its plants
and service logistics like that supplied to
the company by Choice.

Choice is “the best for the stuff that
you’ve got to have in two, three, four hours,
thatkind ofthing. It’stied intoservice levels
and customer expectations,” Burks said.

Whenapartinan HDS unitfails,an order
for a repair and replacement part is placed,
and it is dispatched from one of Choice’s
strategic stocking locations to arrive at a
customer’s site where a Hitachi technician
can swap out the bad part. (Some Hitachi
units actually monitor themselves and can
call a repairman when a problem begins to
develop.) Choicealsohandlesreturns of bad
parts for HDS, some of which are worth
hundreds of thousands of dollars each.

“While what we do for Hitachi is indica-
tive of what we can do, | don’t think you
will find any two clients where we have
the exactservice,” said Gary Weiss, execu-
tive vice president of global operations for
Choice. “We have avariety of offerings that
are somewhat modular and we customize
it for each client.”
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Gary Weiss
executive vice
president of global
operations,
Choice Logistics

“What we try to understand
IS not just what the client
achieves short term, but

where they want to be
positioned beyond that.”

The company commonly offers delivery
of parts within windows of 90 minutes to
four hours.

Weiss said Choice’s preferred method of
interacting with customers is through an
electronic data interchange, and Hitachi
wanted a direct connection so there was
a seamless feed from its call center and
customer relation management software
directly to Choice.

“They also wanted someone to do white
board sessions with them to help do some
of their planning,” he said.

Choice initially won a contract with
Hitachi about six years ago to stock its
parts at some 64 U.S. locations, and the
two companies have expanded their rela-
tionship so that Choice performs work for
it throughout the Americas.

When Hitachi first began working with
Choice its footprint did not yet extend to
Asia or Europe, Burks said. But as Choice
hasadded officesandstrategicstockingloca-
tions in those areas, it would consider doing
business with them throughout the world.

Burks said HDS’s need for Choice to do
super speedy deliveries may actually ebb
because of technology. In Europe, for ex-
ample, ithasbecome standard for customers
to expect and accept next-business-day
delivery of drives when they fail. That’s

because inside of a RAID device there is
already a redundant copy of the informa-
tion in the unit, and the spare is generally
not replaced until all the information on
the bad drive is copied, a process that can
take 12 to 14 hours.

“So is there any value in delivering a
product that you can’t swap out until 12
hours later?” Burks said.

Yet some customers still want or need
spare parts delivered in a matter of hours,
and Hitachi continues to provide that ser-
vice. Burkssaid Hitachialso uses Choice for
next-day delivery. It even has made its own
Hitachi distribution center in Indianapolis
anode on the Choice network so that it can
use the Choice system to track deliveries
that it ships from its own warehouse.

“We have also helped a lot of companies
toreduce their spend by reducing the num-
bers of parts that they store with us,” Weiss
said. “Many companies don’t need to store
as many parts as they do. It becomes very
easy toputmore partsinthefield, and that’s
inventory creep and can cost customers.”

HDS also relies on Choice to track the
return of parts within its system so it can
credit customers or send them a bill when
parts are not returned. (That, by the way, is
the preference of some HDS clients like the
Central Intelligence Agency and National
Security Agency, who prefer to destroy
their hard drives rather than let it get out of
their control.)

Weiss said Choice is also able to assist
HDS in foreign countries with fulfilling
importer of record requirementssothatparts
can be brought into country and contracts
supported.

“One thing that many high-tech com-
panies may not think of at the time they
sell a contract is that while they may sell a
contracttoabank, thatmay be aworldwide
bank and that service contract may be in 30
countriesanditisasingle service level that
isbeingsold. Thereisn’ttimetofly inparts
and clear them through customs,” he said.

Choice has also developed a “denied
party screening program, where orders are
screened against lists of countries, com-
panies and recipients that are not allowed
to receive high-tech products because of
government regulations.

“This is not just something that is nice
to have. Companies have obligations to
provide this service,” Weiss noted.

The company also has hired trade com-
pliance experts to work with importers on
the intricacies of import regulations and
tax mitigation strategies.

“What we try to understand is not just
what the client achieves short term, but
where they want to be positioned beyond
that,” Weiss said. |
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