
It's not magic but
logic that's giving
an Indiana engine
distributor record
returns on assets
invested in parts
inventotlt.

By MichaelJ. Maior

.THE llPTIMIZER' CREATES
l{EW HIGHS A]{D LOWS

A new invenl0ry manaqemenl syslem has enabled Cummins Mid'Slales Power 0l Indianap0lislo aclrieve
every dea his g oal 0t redrc ing sl0* levels whih increasin0 ava ilabilily l0 r cusl0me's.

F]
f  I  I  r i m : I r c  l h e  \ o r d  t e l \
-  t - -  usc0 to lnc Dornt  01 cx l t -
E] *cr"t;on, luL ;r , trrc rtg-nr

wo( l  to  ( lcscf ihe the chrnges m,rde r l
Cunrnr ins Nl id-St . r tcs Powcr o l  lnd i . r -
nrp( , i is  duf ing Lhc f  s l  ycrr .

' lh is  
cngi fc  d isr ihulorshlp wrs lhc

LesL crsc rof  i r r rcw prr ' ls  Ln!e l l rory r r r i t ! -
lgonrcr l  syncln dcvclop!( l  by f t  r r rn inr
l r Ig inc C(, .  i | r  !on i rLncLi ( ,1r  wi lh  r  Clh i -
crgo-lusc(l nrir rgcrncnl cons u ll lng ll n

' lhe 
resLr l is  sperk tof  thenrselves:

l )ur ing lhe e ght- r rLnr ih r ' i r l  pef iod. lhe
Iew rpf rurch decfersed requi red i rven '
kny inveslnreni  by 38% uhi le  i l rcrcrs
nrg ovcfrli parlq rvlilabiliry lioor 81?
to 91q.. DisLribrrrn n Dxgcmcnt rc
porls lhrt rhcy rchicvcd lho highcsl rc-
tu |n on,rssets in  thei r  z8-yerLf  h is tory.

Nor sufprisingly, dre rerv progfror,
known as "optimizcd in\,cnLory nrrn
agcnrcnL of oflimizer ktrshort, is gfldu-
ally berrg made avaihble toihe 32 other
Cun nins disribulorships lhrcughout thc

ThissLory is  ihout !heopt imizercon,
ccpt and how it's being used success-
ftrlly 11 Cunnnins Mid St.rtes Powef.
But it's also a siudlr ln how a nanufrc
lufer can work in parlnership with it!
dcalc.s and outiide suppliers for the ul-
tinaie benetit of ihe customer.

PR0BLEMS A D S0tUIt0 S
Mid Statel begar searching lor a solx
tion to an inventory pr0blc c:Lfly
199,1. Theproblcm was snnple inven-

l ( ) f ! ,  rudl (x)  Druch o j  i l .  DcwcySpclrcc.
who l r  nrLgos Lhc cor |pany s invcn(ny
tund corrpr lc fsys lc  s .  fcct l l ls :  Wc rec-
o!r i /cd thrr  r |c  rvefc ovcrsrockcd ln ouf
I  d ir rnpoli\ b rrch. !vhiclr also rcrcd 1rs
r  wrNhousc lb f  ouI  Lwo orh. f  Lcni to l i r l

l l rd  wc hrLd thc !u{  lcc l ing lhrr  wc \ |cr r
c f l r ! ln !  r  kn o l 'obsoicrc in \ ,cr r tdy.  '

l \4crnwhi lc .  hrr l i  11 rhc ( lDrDr i rs

l rcroty i r r  Coluruh(Ls,  l ld . ,  lhc scnfch
r ! i r i  on lar  w rs to hcLt  d isr f ihLr lo |s
olorconrc lhcscLypcsol  pr1)b lenr ! .  l ) l r l
Tul ly .  Dr ! r tcr i ! t ls  d i rcctof  l i ) f  (  r ln  ins,
cxplLrms,  Wc'vc conre b fenl ize lhrr
our  sLrccess is  t ied lo  our 'd inr ibulors '
slrccess. Wharevef cllbrLs lvc n kc to
heh theur ulrirnxrcly hclps us t|Dd our

Cunrmrns was workrrg ,ith Chi
crgoalonsultingnra agingparLrcfTcry
II.rnis on nnc!! open architecture com-
puter systeln thatwoLrld llnkdisrdbulor
ships wllh the faclor'y .tnd othef supplF
crs. Tlrc comp ny usked Hallis to con-
ducl a test ofoptilnized inventory man
agement ar X{ld-Slales. Thc systcnr had
been used successiullv in othcr liclds.
bul was ne\r Lo lhis industry.

Prior to trying this lew apprcach.
Mld-Strtes relicd on leverul traditional
xnd widely uled methods ot' inventort,
management accordingto Spence. The
llrst wrq r n nual procedure irl whlch
prrls wcrc ordered according to set pa
rametefs such as order poinL, qraDlity
mdlead dme. Thc company a lsouseda

"hweutory

cost redttc-
ti.orls oJ 30-
10Vo are
co t11 t710t1.

Av0ilabili6,
increases of tens o.f per-
centTge points are routine."

Terry llaris
Chicago Consultjng

We did this to take advdntage of a
Cumnins pfogranl that provided special
discounts to distrlbutors who did Lheir
oun \yarchousing. But our inventories
wcrc Loo much for the narketplace.

''The statistics $e had fbr irrvcnLotl
tunN sho$,ed we { crc w ry overllocked.


