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Cummins Indiaimplemented an innovative approach to retain and enhance their business
profitability. Simply put, they are ensuring that the equipment supplied by them to their
customers perform as promised and make efforts to assure their customers to meet the
desired reliability. This successful business model of Cummins Indiais now being copied

and implemented by Cummins International in other countries. [1]

In these difficult timesit is good news. But how can an Original Equipment Manufactuer
(OEM) do that? They may do a number of things, which are as follows:
e Understand the customers’ business requirement in details.
e Not only supply their core product but also the matching equipment to go with it.
e Takecaretoinstall the machinery
e Design amaintenance program that would assure the customer to achieve the
desired level of performance and availability.
o Keep adequate spares at customers premises to meet the maintenance needs and
ensure that thereis no spare outage.
e Implement the maintenance schedule correctly so that the agreed performance
could be achieved.

With such degree of involvement of the OEM the customers benefit in a number of ways:
e They would achieve their business objectives.
e They would be able to cut down on maintenance costs.
e They would avoid bottlenecking problems.
e Up-gradation and improvements, if any, would be taken care of by the

manufacturer.

An OEM may benefit from such an arrangement in the following ways.

e Increase their business turnover even in a period of recession.
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e Could retain their customers more effectively.

e Build abetter brand image and market share thru better product differentiation
e Enhance their business profitability when other OEMs were suffering.

e Effectively drive out competition.

e Better utilization of service manpower

e Lesser complaints — more customer satisfaction.

On the surface this approach seems very simple and obvious. But to successfully
implement this competitive strategy it would need very careful study, analysis, thinking

and action.

Let us see what may be the possible steps that would make this strategy work for any
OEM. We know that any piece of equipment has alife cycle of its own. The different
stages may be described as follows.

Concept Stage.

Design stage.

Manufacturing stage.

Installation & commissioning.

Operation stage.
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Decommissioning stage.

It is obvious that to improve and maintain equipment reliability at an early stageis
relatively easier than at alater stage. Therefore the thinking has to start at the very first
stage of the equipment life cycle. So, if reliability isto be high at Stage 5 (Operation
Stage) then reliability has to be built in from Stage 1 (Concept Stage). Traditionally an
OEM controls all activities and operations from Stage 1 to Stage 4 and the customer has
control on Stages 5 and 6. In the above strategy an OEM virtually assumes the
responsibility of all functions from Stage 1 to Stage 6 thereby benefiting the customer.

Therefore if an OEM wishesto adopt a similar competitive strategy the questions that an

OEM may have to face would be as follows:
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What would be the operating standards needed by the customer? How best these
standards may be transformed into equipment specifications?

How do we build in the concepts of reliability, maintainability, safety and other
issues at the concept stage? Where do we get the data? How do we involve the
customer?

How may design review do we need to go through? What would be the types and
the content of each type of design reviews? How the issues of reliability,
maintainability and safety are trandated into the design?

What components and sub-assemblies would need manufacturing precision and
accuracy to ensure high degree of reliability in field operations? How do we
ensure this? How can we aim for simplicity and ruggedness at the sametime? Is
maintainability and safety assured?

What are the precautions we need to ensure at the installation and commissioning
stage? How may we ensure at this stage that the targeted reliability and
availability can be tested and assured?

How do we devise a maintenance plan that would ensure a high reliability with
minimum intervention? How do we estimate the cost and resources needed to
maintain the equipment?

How do we plan for spares? How much safety stocks should we have to ensure
the desired level of availability and reliability?

What are the training needs? How do we implement these?

How do we maintain system reliability?

10. When do we plan to decommission the equipment? How do we measure that the

equipment has reached its useful life? What precautions are to be taken during

decommissioning? What would be the residual value?

11. What would be the profitability from the entire exercise and operation?

In brief, the above questions and their relationships are described as shown in Figure 1.
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OPERATING
STANDARDS
MAXIMIZE MINIMIZE
AVAILABILITY OPERATING COST
MAXIMIZE MAXIMIZE
OPERATIBILITY, SAFETY, EFFICIENCY
HUMAN RELIABILITY
MAXIMIZE MAXIMIZE
MAINTAINABILITY SURVEILLABILITY
(Reduce MTTR)
MAXIMIZE
RELIABILITY
(Enhance MTBF)
STAGES STAGES 1,2 STAGES 1,2,5 STAGES STAGES 1,5
1,2,345 1,2,34,5,6
Figure 1.

We understand from Figure 1, that Stage 1 (Concept Stage) is the most important stage
where reliability may be maximized and cost may be minimized. Surprisingly, at this
stage the proportionate cost in the total life cycleis aso the least (average about 3% to
5% of the total life cycle cost). However, it appears strange that most OEMs and Users
ignore thisimportant and cost effective stage in their decision making for introducing
new machinery or procuring one. The next important stage where much may be achieved
in terms of business objectivesis Stage 5 (Operation stage). In this stage the
proportionate cost in the equipment life cycleis the highest (typically 50% and above).
But, at times, achieving business objectives only at this stage may prove difficult.

Hence the best financial management may be done when all steps are seriously
considered in combination and systematically looked into. However, business objectives
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(translated into operating standards) must generate in us the will to pursue machinery
reliability in totality.

If pursued seriously, it provides the OEMs and Users of technology a great competitive
tool.
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