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Newsletter for November 2012
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. 
This month’s newsletter is by Ben Stevens, and Ben can be reached at StevensB@kingston.net.

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.

	Benchmarking Maintenance
Amir sent me an interesting question about setting the right maintenance cost targets for his company.  (Many thanks Amir!)  This is a variation on the Benchmarking discussion; it often appears on my FAQ list – and of course there is no simple answer.  There is lots of discussion in the maintenance literature about benchmarking against the best in class.  But this is a very difficult process and often we cannot be sure what we can realistically do with the answers.  

There are five major problems in looking at industry benchmarks:
1. The cost structures differ in different parts of the world – this can mean different wage structures, different organizational structures, different health and safety standards, different parts delivery costs, energy costs and so on and so on.

2. The data definitions are so frequently different within one company – and much much more variable when comparing different companies in different countries.  For example how to define labour costs – salaries, or salaries + benefits, or salaries + benefits + direct overheads, etc.

3. We do not know the motivations of the people who are submitting the data – do you want to make your company look good compared with the others in the benchmark, or do you want to show your company that there needs to be a change. The objective can skew the results.

4. When we compare the results, we will have such a complex mixture of positives and negatives, that it typically will not prompt clear action.  I have seen many cases where companies spend so much time arguing about the validity of the results and follow-up actions, that the value is lost.  If your company does not have the drive to change and improve, then nothing will happen.

5. Then there is the very practical problem of which companies should we compare to – why would a leading company disclose its competitive advantage?  What interest will they have in comparing their data with yours – what will they learn?

So why does benchmarking happen?  It is often more a triumph of excellent consulting salesmanship over good common sense.   Am I opposed to inter-company and international benchmarking?  Not if you can ensure that the above problems can be resolved before the benchmarking starts.

In many cases internal benchmarking can give you a better path to follow.  In this case we can more easily manage all of the problems we identified above, so the results are going to be much more useful to us.    We can benchmark our actions and results this year compared to last year; and we can use this year’s results to set improvement targets for next year or the next five years.  We can also more readily compare one division against the next as (we hope!) the same data definition and data collection standards will apply to all parts of the same company.  

The output can then confidently be used to ensure that we have Continuous Performance Improvement as part of our daily work habits.    

For those who would like a “How to…” summary:

Benchmarking - Internal and External

Benchmarking is the process of comparing performance among plants and organizations whose operating and maintenance parameters have some similarity to your own.

Simply stated, Maintenance Benchmarking......

1. Evaluates the actual maintenance practices of your business against the best in the business 
2. Provides a statistical summary of the comparisons 

3. Prioritises and recommends the appropriate steps for improvement. 


The benefits from Benchmarking can be to:
1. Provide an organization with information on where it stands relative to the (internal or external) benchmark partners
2. Display any gaps in performance from that of the  benchmark partners and gives targets for improvements 

3. Prompt a priority list for change and often help to stimulate change

4. Provide a documented record of the company’s maintenance status at the start of the process 

5. Provide a solid foundation for the road map to continuous maintenance improvement 

The "watch-outs" for benchmarking are:
1. Make sure you have the internal appetite for change 
2. Ensure confidentiality of data is maintained 

3. Make sure the other participants in the survey really are in reasonably comparable businesses

4. And their Operating and Maintenance parameters are meaningfully comparable 

5. Data definitions and data quality is always an issue - you know how much effort you put into the exercise, but what about the other participants? 

6. Make sure the action priorities set from the benchmarking are your priorities, not someone else's 

7. If you use an external company to do the benchmarking, how much do they know about maintenance in your industry 

What's the process?
1. Be very clear about the information you are seeking to collect and what you are going to do with it.
2. Set up Confidentiality conditions for your own data release (you BM partners will need to be assured with respect to their data.

3. Test the (internal or external) market place to see who might be interested in benchmarking

4. Current Situation Analysis: 

a. select internal participants 

b. understand the internal processes and critical success factors 

c. identify the problem areas and the high cost items 

d. be very clear about data definitions

e. identify the issues that impact directly on the customers - internal and external 

5. Develop questionnaire for internal staff, covering (for example)….  (remembering that the broader the scope, the less the depth)

a. Current Maintenance Strategies, Processes, Practices and Tactics 

b. Planning and Scheduling 

c. Inventory and Stores Management 

d. Budgeting and Costing 

e. Use of Reliability Analysis 

f. Maintenance Performance and Measurement 

g. Use of EAM/CMMS and other IS tools 

h. KPI’s

i. HR factors such as morale, organization

6. Test the process internally 

7. Finalise the selection of benchmarking partners. (very easily said, usually very difficult to do)

8. Analyse Responses (lots of follow-up clarifications will be needed)

9. Statistical Results - comparing your “scores” with best in class and average from the survey. 

10. Recommendations and Action Plan - based on benefit to the organization combined with ease of implementation. 

If properly done - either among plants within an organization, or with outside organizations, Benchmarking can provide an extremely valuable tool for improvement.   Improperly done, it's pretty much a waste of time.
As always, questions and comments are welcomed,
Ben Stevens

	Upcoming

Please advise me, if there are other topics on maintenance management, project management, or physical asset management issues that would you would find of interest. 
The 2013 version of PEMAC’s (Plant Engineering and Maintenance Association of Canada) MainTrain conference will be held in Calgary.  PEMAC is looking for volunteers to help in organizing the conference; if you want to help, send me an e-mail and I can forward it to the organizers.  For more information, see: www.MainTrain.ca.   

	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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