	[image: image1.jpg]


Newsletter for November 2003

I appreciate receiving your comments on this newsletter and any suggestions for future topics.  If there is someone you know who would be interested in receiving this newsletter, please feel free to forward the newsletters to them, or forward their e-mail address to me and I will include them in future newsletters. If you wish to remove your name from distribution of this newsletter, please respond via e-mail.  Please see “Contact Us” at bottom for e-mail address for feedback, comments and removal from distribution.   

	Performance Measures for Maintenance

Why Measure?

Measuring performance can be difficult and time consuming (and certainly not much fun), so why would anyone go through the time and effort required to measure?  The short answer is to effectively manage the business.  

So what is the business that is managed by the maintenance manager?  It is essentially a service business, where they deliver to their customers a “product” that we will call “capacity”.  This capacity is then used by the customer to produce their product, or deliver their service.  As in most businesses, the maintenance business needs to measure their financial performance (e.g. budget conformance).  For those who do not think of maintenance as a business onto itself, take a look at the numbers.  With a crew of about 40 FTEs (full time equivalents), a budget of about $5 million would be a reasonable order of magnitude estimate – how many people do you know, manage a $5 million business?  

Maintenance also should measure their performance against customer defined quality standards / criteria (e.g. OEE – Overall Equipment Effectiveness) and measure their internal process performance (e.g. PM schedule compliance).

The longer answer to the question, is: to determine progress in meeting objectives; to provide data for improvement analysis; to manage risk; and to drive behaviour. 

Progress Toward Objectives

Often measures are trended to determine relative progress, or tracked against targets to measure improvements toward organizational objectives.  The targets can be internally referenced (improve performance by 5%), or developed from external sources (be “world-class” or “best in industry”).

Data for Improvements

Data is often required to analyse a situation and understand performance related problems.  This data may recorded, but not included in formal reports.  An example would be the recording of downtime information used to calculate availability for the OEE calculation, then using it for analysis to determine whether the availability problem is related to a change in reliability (MTBF) or maintainability (MTTR). 

Manage Risk

There are a number of risks that need to be managed.  These include HSE (health, safety, environmental) risks, financial risks (e.g. production), regulatory risks, and customer quality issues.  The impact to the organization can be severe in the case of a significant negative outcome in any of those areas.

Drive Behaviour

The statement “what gets measured, gets managed” demonstrates the impact measures have on behaviours.  Driving behaviours is one of the major reasons measures are reported.  The critical issues are what are the desired behaviours, and what behaviours are likely to be driven by the set of measures used.  Insufficient measures can result in behaviours focused too narrowly, resulting in sub-optimization of the overall organization.  Too many measures however, can result in a lack of focus on the critical measures, resulting in improvements that may not have as large an impact as the critical improvement areas.  

A tool to help manage behaviours related to measures is the balanced scorecard.  The focus of the balanced scorecard is strategy, rather than control.  The measures are selected to balance behaviours (rather than too narrowly focused) and have them focused on strategically important measures.

Measures (and strategy) should be cascaded so that measures at a lower level in the organization, support the higher level objectives.  The purpose is to reduce the potential for conflict between different groups within the organization and to focus on the common overall organizational objectives.

Selecting Measures

The selection of measures depends upon the organizational objectives.  Ensure the benefit of the measures, exceeds the cost and effort required to gather them. Typically measures are categorized as input, output and process measures.

Input Measures

Input measures are generally those measures that impact the budget directly.  The major direct categories being labour, material, and outside services.  As well, there can be support measures, including training, technical support (engineering, project / turnaround management), management overhead (managers, supervisors, planners), and maintenance facilities and equipment.  These measures are lagging measures, with no indication of future organizational performance.

Output Measures

The output from maintenance is one of the critical inputs to operations in producing their product, or delivering their service.  The output measures therefore should be focused upon the requirements of maintenance’s customer (operations).  These will depend upon the strategy and objectives of the overall organization, within the business environment.  These can be measures of output quality (quality rate, first time capability), output measures (availability, production rate), some combination (OEE), or some other measure (O&M – operations and maintenance costs per unit output) that drives behaviours to achieve goals that support the organization’s objectives.  Output measures too, are often lagging measures, with little or no indication of future performance.

Process Measures

Process measures indicate performance in the work that is done and the way it is done.  Process measures can include work management measures (PM schedule compliance, percent of maintenance work by type, backlog), human resource management measures (absentee rate, lost time accidents), and MRO materials management measures (turnover, service levels).  Process measures can be leading measures and provide some indication of future performance.  For example, if the critical measure is O&M cost be unit output, then OEE will provide some short term indication of the trend of the critical measure, but PM schedule compliance could provide a better long term indication. 

	Upcoming

Next month’s article will be on improving the value of your EAMS / CMMS.  Please advise if there are other topics on maintenance management or project management issues that would you would find of interest.

Presenting two seminars in Dubai, UAE being offered by IIR (Institute for International Research) in February 2004. On February 14 –16, 2004 presenting “Maintenance Audits and Benchmarking”, and on February 17 – 19, 2004 presenting “Outsourcing Maintenance”.  For details, see http://www.iirme.com/maintaudit/ 

	Contact Us

To provide feedback on this newsletter, including comments on past articles, ideas for future articles, or to remove your name from distribution of this newsletter, please e-mail me at len@asset-management-solutions.com.  

Please feel free to contact us to discuss any of your physical asset management requirements.  For more information on how we can help you, please contact me directly. See our web site at: http://www.asset-management-solutions.com for other information on Asset Management Solutions, including asset management issues and solutions. 
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