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Newsletter for June 2005
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 the distribution of 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. 
To keep this newsletter relatively short, this is intended to be a broad overview of issues for physical asset management, rather than a comprehensive discussion of the topic.  This month’s newsletter is from Ben Stevens of OMDEC and addresses improving MRO stores.  Ben can be contacted via e-mail at: ben@omdec.com.  See also the July 2004 newsletter for a more general discussion on MRO Materials Management issues.

	Maintenance Stores Improvements – Step by Step
One of the FAQ’s I get frequently asked (!) is what is the “best” sequence to assure a continuous improvement in Maintenance Stores.  Of course there is no universal quick fix, but there is a series of practical steps which will lead to better managed stores.  Here is a summary – each step needs to be expanded and modified to adjust to the specific situation – especially when it comes to quantifying the benefits and the costs.  As always, any questions or feedback will be welcomed.
1. How To Get Started
· Do some basic research into Stores management, Stores performance measurements and your current Stores status

· Set objectives for improvement based on the needs and priorities of your organization

· Set up methods for measuring and reporting the improvements.

Benefits 
· Clear Objectives will focus the actions on making it happen.

· Performance tracking will show the degree of improvement and the payback to the organization.

Costs

· Research and project set-up costs.

2. Physical Spares Management - Basic Preparation for CMMS / EAMS
· Appoint one person with the mandate to manage company-wide stores.

· Get commitment from company that stores is a key issue.

· Enter an accurate listing of ALL stores into the CMMS / EAMS.

· Adopt company-wide standard parts descriptions.

· Implement warehouse organization -aisle-shelf-bin numbering.

· Complete parts identification and tagging.

· Install receiving and issuing data collection process.

· Do regular cycle counts.

· Make sure all material requirements are on each WO (Work Order).

· Prepare Pick List from WO.
Benefits

· Planners and Technicians have parts when and where they need them.

· Reduced job delays through no parts and wrong parts.

· Reduced repeat parts collection trips to and from warehouse.

· Faster picking.

· Reduced parts duplication.

· Reduced stock-outs.
Costs
· Initial clean-up and recording costs.

· Set-up costs.

· Training costs.

· Additional stores staffing costs.

3. Physical Spares Management - Store Clean-up and Obsoletes
· Prepare Parts “Where Used” listing.

· Agree on definition of “obsoletes”.

· Figure out what everything is and whether it will be used.

· Get rid of obsoletes and junk.
Benefits
· “Get rid of the junk”, and “Cleaned up warehouse” are big morale boosts – shows management is serious.

· Money for junk (salvage value).

· Frees up space, reduces clutter, easier to find useful parts & materials.

· Reduces store management time.
Costs

· Cost of identification and physical removal is time consuming.
4. Physical Inventory Management - Warehouse Rationalization
· Make sure Stores records are visible company-wide.

· Develop and implement an inter-warehouse policy and procedure.

· Set-up an inter-warehouse delivery process.
Benefits
· Reduced inventory levels.

· Reduced spending on spares.

Costs

· Inter-warehouse delivery costs.

5. Inventory Optimization - Establish Inventory Levels, Min / Max, EOQ, Lead Times, etc.

· Prepare and analyze Stores consumption records and Vendor records.

· Implement requirements forecasting.

Benefits

· Reduced inventory levels.

· Reduced spending on spares.
Costs

· Analysis cost.
6. Physical Inventory Management - Kits Prepared by Stores
· Pick-lists need to be printed in Stores, and will need to be prepared earlier.
Benefits

· Faster picking by Stores staff who know the layout.

· Picking by stores keepers (lower hourly costs) not maintenance technicians.

· Reduced picking and wait time by Maintenance technicians.

Costs

· Requires stores staffing.
7. Physical Spares Management – Job Site Delivery and Staging
· Regular and in-time Work Order planning needs to be done.

· Prepare Stores pick-lists earlier.

· Set-up regular stores delivery routines.

· Set-up emergency Stores delivery procedure.
Benefits

· One-stop Stores responsibility.

· Less travel for maintenance technicians.

· Stores “delivery route” reduces overall travel.

· Substitute costly maintenance technicians time for less costly stores deliveryman’s time.

Costs
· Requires change in operating philosophy.

· Will not eliminate emergency spares collection.

· Problem with stores security at staging sites?
8. Procurement - Automatic Requisitioning
· Set-up pre-approval of supply contracts through Purchasing / Procurement.
Benefits

· Streamlined buying process reduces administrative cost.
Costs

· Perceived loss of control by Procurement.

9. Procurement - E-Procurement by Maintenance
· Set-up pre-approval of  Stores replenishment practices by Procurement.
Benefits
· Streamlined buying process reduces administrative cost.

Costs

· Perceived loss of control by Procurement.

10. Inventory Optimization - Parts Standardization

· Establish policy and procedure on materials specification in Maintenance and Engineering Design.
Benefits
· Faster parts lookups.

· Time saved by planners.

· Fewer duplicate parts.

· Better parts pricing.
· Greater knowledge / experience with parts by maintenance technicians. 

Costs
· Analysis cost.
11. Procurement - Vendor Optimization
· Consolidate buying to selected high-performance Vendors.

· Negotiate on price, quality and service with Vendors.
Benefits

· Fewer vendors, lower administrative costs.

· Higher spend per vendor.

· Better parts pricing.

· Better vendor service.

Costs

· Analysis cost.
12. Physical Inventory Management - JIT Supply by Vendor

· Refine requirements forecasts.

· Set and monitor service performance targets for vendors.

Benefits

· Vendor owns inventory until shipped and can optimize supply.

· Vendor becomes part of materials planning process.

Costs

· Possible higher prices.

· Perceived loss of control by Procurement.

13. Physical Inventory Management - Vendor Consigned Inventory / Vendor Managed Inventory

· Refine requirements forecasts.

· Set and monitor service performance targets for vendors.
Benefits

· Vendor owns inventory until consumed.

· Lower spares investment.

· Lower carrying cost.

Costs

· Possible higher prices.

· Perceived loss of control by Procurement.


	Upcoming

Next month’s article will be on the business of maintenance.  Please advise me, if there are other topics on maintenance management or project management issues that would you would find of interest.

Federated Press is having its “4th Annual Creating a 21st Century Maintenance Organization” conference September 14, 15, & 16 in Mississauga, Ontario (near Toronto).  I will be presenting a workshop on “Results Oriented Maintenance – Tying Maintenance Performance to the Bottom Line”.   Readers of this newsletter can contact Federated Press at 1-800-363-0722 extension 257 for a discount on registration. For more information on the conference see: http://www.federatedpress.com/products/conferences/21stCenturyMaint/frameset.htm .  For more information on Federated Press, see: http://www.federatedpress.com/.
The University of Toronto is organizing the “International Maintenance Excellence Conference” on November 2, 3 & 4, 2005.  For more details, see: http://www.pdc.utoronto.ca/imec2005/ .
Conscious Management Inc. is offering a RCM (Reliability Centred Maintenance) course in the Toronto area on November 22-24, 2005.  See their “Events” page at: http://www.consciousmanagement.ca/ for details.
PEMAC is again organizing their maintenance conference in the Toronto area on November 28 to December 1 called MainTrain 2005.  Information for MainTrain 2005 is available at: www.maintrain.ca , or check the PEMAC web site at: www.pemac.org .   

	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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