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In high technology, the term “complex equipment” implies complex configurations 
and systems, with a single piece of equipment having anywhere from 500 to over 
1,000,000 components, and requiring 200 to 500 steps to assemble.  As a result, 
complex equipment manufacturing companies tend to be low-volume businesses 
with a large product mix, such as makers of telecommunications or networking 
equipment, medical devices, data storage systems, scientific test and measurement 
equipment, and server systems, among others.   

In the past five years, a number of pressures have come to bear on the complex 
equipment industry.  First, it’s seen dramatic growth as a result of an expanded 
market for electronic appliances—along with an explosive increase in the 
complexity of configurations.  At the same time, smaller start-up companies, often 
acquired by larger players, have introduced lethal competition in newer markets.  
Customers are demanding more customization and shorter order-to-delivery times, 
while expecting a high level of flexibility when it comes to configuration changes.  
Finally, complex equipment companies—traditionally among the highest high-tech 
gross-margin sectors, with some running in the 55-65 percentage range—have 
witnessed an increasing “commoditisation” of their products, with associated 
smaller margins.   

“As the trend towards outsourcing 
continues and semiconductor suppliers 
drive more of the system expertise and 

technology, OEMs and suppliers will need 
to rely more heavily on the tools and real-
time software that connects and enables 

both to evaluate and pursue the right 
efficiencies and time to revenue.”  

-- Shane Rau & Mario Morales, IDC. 
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Best-in-class electronic equipment companies boast of 125% higher 
profitability and 25% higher growth than typical companies   

 

 

 

 

 

 

 
Source: Performance Measurement Group,  
A PRTM Company – Electronic Equipment Segment Data 2003  
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In addition, the dramatic economic downturn of the past three years has resulted in 
further margin erosion, inaccurate backlogs, and diminished sales revenues—
leaving many complex equipment companies holding excess inventory and 
experiencing under-utilized capacity, struggling to adapt to a changing market. 
These companies now know that in order to manage these new challenges, they 
have to drive toward maximizing the efficiency of their manufacturing networks. 

YOUR CHALLENGE: MANAGING THE EXPLOSION IN CONFIGURATION 
COMPLEXITIES 
Before the 1980s, most of the elements in a system configuration—the hardware, 
operating system, database and storage, and applications—were simple and easily 
integrated into one system. Today, a typical configuration consists of several 
separate mini-systems—for example, a complex high-end server solution may have 
separate storage area networks, networking equipment, and a number of software 
stacks for middleware, databases, portals, application servers and web servers.  
Some pieces of complex equipment can have over 1,000,000 parts. 

Total SCM costs (as a % of revenue) for best-in-class electronic 
equipment companies are almost half of their competitors 

 
“Oracle is one of the leading applications 
in the market, and is worth considering if 

you are moving to a Configurator 
configuration strategy.  Integrating with 

pricing, product development, 
operations, ERP, order management and 

order fulfillment systems while 
addressing core business processes is 

where Oracle's clients are seeing the 
most benefit today.” 

-- Louis Columbus, AMR Research. 
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This complexity is a continual source of error and delay. The specification process 
itself introduces many errors--some parts may be incompatible, the configuration 
may not meet performance requirements, parts may be missing, or parts may not 
fit.  Add to that the typically long order processing lead-times and communication 
delays, both internally and externally, and the result is extra expense for order 
checkers, rush orders on parts, manufacturing rework, and field service calls.  In 
addition, the number of suppliers to the complex equipment manufacturing 
industry has increased considerably.  And customers are demanding detailed 
specifications and customizations more frequently than ever before.  Managing this 
explosion in configuration complexities has become a major challenge—one that 
can make or break a company. 
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ORACLE’S SOLUTION: ACCELERATE ORDER-TO-DELIVERY CYCLES 
FOR CUSTOM CONFIGURATIONS 
Oracle’s complex equipment supply chain solution helps companies to manage this 
explosion and accelerate their order-to-delivery cycles by using a single unified data 
source to streamline the configuration process. 

Streamline Your Configuration Process "McDATA's challenge of growing 
business operations in Europe, Asia, and 
the United States can only be met with a 

flexible open system like Oracle E-
Business Suite. Buying disparate "best-

of-breed" applications requires costly 
and time-consuming integration 

services. Oracle offers a seamless, fully 
integrated, modular business solution." 

-- Don Wenninger, CIO, McDATA. 

Oracle’s configuration solution is unique. It lets complex equipment companies 
create standard models--referred to as “base” models—which product specialists 
can use to create a wide variety of custom models, each with multiple options. The 
base models are modular, to increase the utilization of common components, 
assemblies and platforms. For example, a high-performance computing 
configuration could be built using a super-model that included base models for 
storage equipment, server equipment and software. 

Oracle’s configuration solution also provides an interactive guided selling solution 
that insulates the customer from low-level technical definition, minimizing the time 
the customer and the sales departments spend working on specifications; the 
customer only has to specify high-level requirements. Oracle’s solution maps these 
requirements to a set of product options. As the customer provides information, 
follow-up questions and options are focused to include only the choices that satisfy 
the customer requirements. During the configuration session, Oracle’s interactive 
engine provides real-time feedback, ensuring that the final solution is valid and can 
be sent to your manufacturing and supply chain applications. This process 
accelerates order-processing times for custom configurations and results in the 
delivery of an accurate, configurable order that meets the customer’s unique 
requirements.  

 

Use a Single Data Source To Coordinate Customer Orders With Manufacturing "The Oracle solution provides our 
planners with instant access to global 

information and simulation tools for 
reacting to changing market conditions. 
The result is more accurate plans, fewer 

errors, and improved bottom line service 
to our customers." 

-- Mike Dapcic, CIO, Mykrolis 
Corporation. 

Another critical factor in managing configuration complexities is the need to 
coordinate the customer order at the front end with the manufacturing Bill of 
Materials (BOM) at the back end. Most complex equipment manufacturers have 
multiple data sources that lead to inconsistent information and an increase in order 
errors and maintenance costs. Moreover, order processing systems are only loosely 
integrated with supply chain and manufacturing systems, which slows down order 
processing times. 

Oracle is the only vendor that offers a single enterprise data source. The tight front- 
to back-end integration lets companies automatically generate manufacturing 
BOMs from customer orders. It also eliminates the need to keep multiple copies of 
a configuration in order to synchronize customer, pricing, item, and other kinds of 
data.  Other solutions typically lack this seamless integration, and instead use 
multiple configuration technologies to support front- and back-end operations. 
Oracle’s solution lets you deliver accurate, configurable orders quickly and easily 
and ultimately enables you to dramatically accelerate your order-to-delivery cycles. 
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YOUR CHALLENGE: MULTIPLE CONFIGURATION CHANGES DURING 
LENGTHY BUILD CYCLES 
Complex equipment companies deliver low volumes of high-value equipment and 
operate in environments of constant change. The parts initially selected to 
configure a system can change countless times before the completed equipment 
order is delivered—with only about 25% of the initial customer configuration 
staying the same. In addition, the lead times for parts and ASICs are usually much 
longer than the order-to-delivery timeframes, sometimes by a factor of eight. On 
average, parts have 18- to 26-week lead times, compared with only 12 to 16 weeks 
for the finished equipment itself. Therefore, one of the biggest challenges for a 
complex equipment company is planning for parts (and sub-assemblies) inventory 
in a way that lets the company respond tot changes in customer configurations 
while still reducing lead times. 

 

33

97

0

25

50

75

100

D
ay

s

Best-in-class Typical

Best-in-class electronic equipment companies enjoy 
cash-to-cash cycle times almost 3 times shorter  

 
 "Because of the visibility we now have 

across our virtual supply chain, we have 
been able to significantly reduce 

inventory liability. Instantly sharing 
information about changes in demand or 

supply with our outsourcing partners 
gives us all the most precise view of 

where bottlenecks may occur. To me, 
this is a real competitive advantage." 

-- Gary Schliekelman, Director of 
Planning, Alcatel e-Business Networking 

Division. 

 
 
 
 
 
 
 
 
 
 
 

 Source: Performance Measurement Group,  
A PRTM Company – Electronic Equipment Segment Data 2003  

 

ORACLE’S SOLUTION: RESPOND IN REAL-TIME TO CONSTANTLY 
CHANGING CUSTOMER REQUIREMENTS 
Complex equipment companies are increasingly outsourcing manufacturing to EMS 
companies to reduce risk and maintain margins. While traditional planning 
processes introduce communication latency, hidden costs and longer order-to-
delivery cycle times, continuous configuration change management requires shorter 
order-to-delivery cycles and responsive supply chains to meet on-time delivery 
targets or service levels. And, most profitable service levels can be achieved only 
through collaborative planning and strategic risk pooling for key components. Only 
Oracle’s complex equipment supply chain solution does both-- enabling strategic 
risk pooling and real-time collaboration across the extended supply chain--so that 
you can respond to your constantly changing customer requirements. 
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Typical electronic equipment companies hold their 
inventory twice as long as best-in-class companies 

“We wanted to implement an ERP 
system that could help us reduce the 

amount of inventory we were carrying 
and respond to demand in a just-in-time 

fashion.” 

-- Lisa Sipe, CIO, American Power 
Conversion. 

Source: Performance Measurement Group,  
A PRTM Company – Electronic Equipment Segment Data 2003 

Enable Strategic Risk Pooling For Critical Components 
Complex equipment manufacturers are moving toward a complete configure-to-
order (CTO) model, where the final product is assembled and configured only after 
receipt of a firm demand signal, or an actual order that triggers final configuration 
and shipment. In nervous global markets, these companies struggle with 
maintaining the right inventory levels of the right product configurations. Where 
you hold inventory is as important as how much you hold, so the critical decision is 
how far forward in the supply chain you can push inventory—and still maintain 
targeted customer-service levels. Oracle’s complex equipment supply chain solution 
uses “risk pooling” methodology to determine optimal inventory levels of parts and 
sub-assemblies, while at the same time pushing inventory further down the supply 
chain. This strategic risk pooling enables complex equipment manufacturers to 
drive inventory out of their supply chain, reduce costs, and quickly respond to 
changes in custom configuration.  

 

Collaborate in Real-Time Across The Extended Complex Equipment Supply 
Chain 
Complex equipment companies are increasingly turning to electronics 
manufacturing service providers to source, build and test their products, driven by 
pressure to increase asset utilization and reduce time-to-market. Also critical to a 
CTO operation is collaboration between the manufacturer and its partners to 
monitor and react to demand, both upstream and downstream. Oracle’s complex 
equipment supply chain solution breaks down the communication barriers across 
the extended supply chain, enabling real-time collaboration. So, whenever the 
configuration options are changed, Oracle’s solution automatically generates the 
right notifications–reschedule messages, quantity changes, source changes, 
shipment messages and so on–to the appropriate supply chain partners. 
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Oracle’s solution is unique in the industry because it leverages the RosettaNet 
standard to enable seamless business process collaboration. With Oracle, the supply 
chain planning and execution systems are tightly integrated and as a result, when a 
configuration change is triggered, the planning cycles are drastically shortened and 
the company can quickly propagate the changes up and down the supply chain. 

SUMMARY 
With design-to-market cycles more compressed, configuration complexity 
continuing to grow, competition increasing, and margins eroding, industry leaders 
are struggling to find ways to survive the recent economic downturn and manage 
change. By controlling configuration complexities, improving the responsiveness of 
the supply chain to continuous changes, and enabling real-time collaboration across 
the extended supply chain, Oracle’s supply chain solution enables complex 
equipment companies to drive the manufacturing network efficiencies they need to 
improve their bottom- and top-line performances. 

NEXT STEPS 
Oracle’s success in the complex equipment industry is founded upon its ability to 
help high-tech companies such as Alcatel, APC, Mykrolis, and McDATA (to name 
just a few) capture value and deliver sustainable results. For more information on 
Oracle’s solution for driving manufacturing network efficiency, please visit 
www.oracle.com/industries/high_tech or call your Oracle representative at 1-800-
ORACLE1. 
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