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The Future of Asset Management Any useful mode to guideactionwill havesevera
by S. Bradley Peterson characteridtics:
e Simplicity. All of thegreatestideasaresmple
inconcept. If not kept simple, they arenot

ABSTRACT fully understood or remembered, andfail as
guidingprinciples.

Thisarticleexploresabroader vision for asset e Intuitive. Readersshould beableto
management than has been previoudly articul ated understand the underlying principleswithout
and brandsthisvision Strategic Asset guidance.
Management (SAM). Based on successful e Utility. Themode shouldwork consistently in
experiencewith our clients, SAM isanintegrated application.
set of processesthat systematically derivethe e Completeness. All necessary dementsof
highest valuefrom plant assets, through a success should be contained.

cong stent philosophy, plansand objectives, and

cooperativeinvolvement by everyoneintheplant.  Our experience with the Srategic Asset

SAM representsahigher level of performance Management (SAM) model indicatesthesecriteria
thaniscurrently practiced or evenrecognizedby  aremet. However, you asthereader will need to
themanufacturing community today. makeyour ownjudgments.
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Figure 1- The SAM Model



Our description of Srategic Asset Management
(SAM) beginswith the key el ementsof success,
namely Lead, Executeand Enable.

LEAD. Therearehundredsof bookswritten about
leadership, and each one has some valuable point to
make. Frequently, though, thedescriptionisof
individua leadership, and often charismatic leadership.
Leadershipintheplant setting, inour opinion, is
creating consistency of purposeand action.
Manufacturingisalarge set of complex and
interrelated systems of marketing, technology, finance,
human resources, execution functionsand equipment.
Physical Asset Management then must takeall of these
into account.

Putting thingsassimply aswecaninto the SAM
model, the LEAD dement consstsof theManaging
System, Strategic Planning and Information
Management.

Managing System. Disciplined, aligned actionisthe
underpinning of any human endeavor. Examineany
congstently great achievement and youwill find
alignment and discipline. Thatisthe purposeof the
managing system. Among theelementsfound hereare:
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e Topdown and cascaded goals. Goalsof
profitability at the company level become
volumeand product mix goasfor the plant.
Attheunitlevel thesebecomevolumegodls,
equating to equipment availability and product
quality goals. For the operator these become
daily production and equipment surveillance
gods. For thecraftsman they become
equipment condition goals.

e Pan-Do-Review. Everythingwedoisa
process. Takeemergency maintenancefor
instance. Theprocessis: 1. get arequest, 2.
godoit, repeated all day long. Evena
planned and scheduled job doesn’timprove
the system without areview processto
examinetheeffectivenessof theplan, the
execution of results, and acritical
understanding of what ishappening withthe
equipmen.

e Measurement systems. Assuringthatin
additionto outcome (lagging) indicators, each
jobinthe plant has process (leading)
indicatorswill enable each worker to makea
more positivecontribution.

Figure 2 The Managing System

The Managing System

I—l-
. BUSINESS Modify PLANT ,
STRATEGY | Cohir CAPABILITY
3
u v
l 3 ANNUAL PLANT ANNUAL
BUSINESS PLAN 4 UNIT/DEPARTMENT
CONTINUQUS DEVELOPMENT BUSINESS PLAN
IMPROVEMENT 5 DEVELOPMENT
PERIODIC PLANT  [*
I PLAMN UPDATE PERIODIC UNIT
r'y 10 = PLAN UPDATE
B
MEASUREMENT PERFORM B
& «— T THE WORK -
FEEDBACK




The Future Of Asset Management

e Rewardsystems. Each plant rewards
behavior in subtleways. It may promotethe
overbearing craftsman to asupervisor position
because“hegetspeoplegoing”’. Wemay
reward equi pment breakdown with money
and admiration (overtimeand “ attaboys’).

We may reward production achievement at
any cost to people and asset condition. We
reap what we sow, so we must be careful that
our reward systemsactually encourage
proactive behavior. Proactive maintenance
can't happeninareactivemanaging
environment.

¢ Roles responshilitiesand accountabilitiesare
clear. If job expectationsare not clear and
resultsmeasurable, we havemuddled
accountability. Fingerspointinall directions,
and theblamegamegoesonall day. Being
proactivein such asystem takesmore courage
than most peoplewill risk. Clarifyingjobsand
accountabilitiesisaleadership function.

e Feedback. Thisispart of the Plan-Do-
Review process, but gets specia emphasis.
We shape behavior by giving honest feedback
without punishment. Under theright
circumstances peoplewant to improve.
Leadershipfailsif it doesn’t capturethat spirit.

Srategic Planning. Inevery plant environment we
encounter we hear the same (legitimate) complaints:
“Improving maintenanceisimportant, but wejust

don’'t havetime. Wehave4 mgjor plantinitiativesand
5 corporateinitiatives, and don’t know how any of
themaregoingtoget done!” Or, “Everythingwedois
a‘flavor of themonth’. We seemto start lotsof stuff,
but never finish”.

How do you set aplanthat istimeless? Onethat has
approvalsall theway to thetop of the company?
How do you assureyou haveasingleinitiativeinstead
of 20? Through the act of strategic planning!

Theproduct of functiond strategic planningis
alignment around a multi-year improvement plan.
To get dignment requiresmorethan afew wordsina
book. It requiresthat every level of the organization
believesthe content of the planisthe most important

set of thingsthe company can do withitsresources.
That meansarea and compelling businesscasefor the
senior executives. For plant executivesit means
working on thosethingswhich aremost practical,
which makeadifferenceindaily control of thework
and reduction of variance. For the staff functionsit
means an understanding of the support they must
render to enablethe plan to be successful.

Thedementsof the Strategic Plan arethese:

1. Benchmarkingthefunction. Wherearewe
today? What arethe measures saying?

2. Deveopingavisonfor thefutureof plant
operations. Difficult to do, sometimesrequires
“Industrid tourism” to seethebigger picture,
and using outside helpto understand what's
possible. Thispart hasto bedoneright, or the
planwill fal apart. Our clientshavefoundthe
Execution Triangles(Production, Logisticsand
Asset Healthcare) to bevaluableto setting the
vision. SeeFigure 3.

3. ldentify Gaps. Wheredo wefall short of the
vidon?

4. |dentify Strategiesto closegaps. It would be
easy to shortcut thistask. But onemay find
that, for instance, adistributed control system
may beastrategy that helpswith product
quality, product mix direction, faster
changeovers, and equipment condition
monitoring. So onestrategy coversseverd
gaps.

5. DescribeProjectsto implement strategies.
Thiscan get creative, and will beanintegrating
force. For instance, aplanning and scheduling
project may be combined with asafety
improvementinitigtive. Preventive
mai ntenanceimprovement may combinewith
an 1SO calibration standard.

6. Deveoptheimplementationplan. Itwill
requireresources, sodon’t shortcut or lowball
what theimplementationwill require.
Remember that trainingwon’t creste new
behaviors. Peopleneed to be coached for
new behaviors, and measures put in placeto
determine success.
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7. DeveloptheBusinessCase. By integrating the
initiativesinto asingle Strategic Planwecan
avoidthesllinessof doublecounting for
results. Was contractor reduction duetothe
purchasinginitiativeor planningand
scheduling? Who cares? Aslong asthegoas
for contractor reduction were met, and we
stayed within theresource guiddineswe
requested and received approvalsfor.

8. Createtheimplementationgovernance
structure. Plant |eadership integratesthe
Strategic Planintothe Annua Planning Cycle,
and theentireManaging Systemisengagedto
seethat theresults of the Strategic Plan have
accountabilitiesbuiltintotheentire
organization.

Infor mation Management. The good and bad news:
asof theend of thelast century most plantsare now
working with an ERPsystem. Initia resultsare
typicaly very negative: lotsof rejection of thenew
system ashard to use, can’t get reportsout. But
dowly organizationslearntolivewith and evenlikethe
new systems.

A deficiency typicadly findin I T isconfusonregarding
the difference between the sysstemand thetool. The
systemisyour set of internal processesand
procedures. Thetool may bethe SAPPM module.
Whenyour actual work processand methodsaren’t
reflected in your tool, thedisconnect createsgreat
dissatisfaction and waste. But whenintegrated, there
isgreat synergy to get information to managethe
business.

SAMI’smethodisquitessmple. After the Strategic
Plan, we undertake adetailed design for one or more
of the Executionfunctions. Inthat design processwe
assure compl ete alignment between thetool and work
processes, leading to avirtuouscycleof increasing
understanding and utility of thesystem.

EXECUTE. Four functiona areasexistinany
manufacturing environment. Thesearenasarethe
typical focusof leadership. If donewell, they lead to
functional excellence.
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e Capacity Development isusually considered
to bethe Design Engineering and Project
Management functionsinan organization.
Thisfunction consumes$100'sof millionsin
what are often risky bets made on optimum
market assumptions. A thoughtful and
disciplined method to assureexcellenceinthe
assumptions, design, construction and
preparation for production can beavauable
tool.

e Production Management. Everyoneinthe
plant believeswith good reason that
productionisthereasonweareall here. And
indeed thisisthevehiclefor vauecreation.

¢ Logigicsincludemateridsmanagement,
purchasing and movementsof peopleand
materials. Thisfunction can makeor break
the Production and Asset Healthcare
Management functions.

o Asset Hedthcare Management. Isthisjust
another term for maintenance and reliability?
Perhapsat somelevesitis. Butitis
concerned with optimizing and integrating with
all partsof the businessbased onrisk and
value, and so goesbeyond thetraditiona
boundariesof M&R.

We have devel oped improvement model sfor
Production, Logisticsand Asset Hedlthcare. Indeed,
theAsset Healthcaremodel isthewell-known SAMI
Triangle, relabeled and integrated in the context of
Srategic Asset Management.
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Figure 3: The SAMI Asset Healthcare
Triangle

Note: Please see www.samicorp.com for details of the SAMI
Production and Logistics triangles as well as the
corresponding maturity matrices detailing the
characteristics of an organization at each stage of the
models.

ENABLE. Many programsfor changeareviewed as
asmplematter of documenting proceduresand
providingtraining. If thesethingsaredone, change
should happen, right?

Wrong. Human nature doesn’'t work that way.
Prescriptiveformul ationsmay work for machinery, but
(fortunately) the human machineismore complex!

First, why do | say thisisfortunate? Most of our
corporate clientshave alarge number of related but
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disntegrated goas. Safety, reliability improvements, 6
Sigma, Lean Manufacturing, Supply Chain
rationalization, etc. Theseare often presentedtothe
plant asaseriesof corporate staff visits, al requiring
theplantstimeand attention. 1f the plant acted onthe
sum of these*“required programs’ with full gusto, they
would quit producing product. Their timeand
attention would betaken in team meetings, developing
procedures, and tryingtorationdizethediffering
demands of each program.

Fortunately, plant personnel know their jobsaretied
to making budgeted quantitiesof quality product. So
their view of changeistoignorethesedirectivesuntil
they evaporatefrom lack of momentum and
commitment. Their approachiswell-rewarded; most
programsdo indeed get replaced by the next wave of
“best practice” from corporate. | apologizeto readers
who have corporate devel opment roles, as| may
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seemcynica. Butinmy experiencetheonly change
that lastsin the plant are those thingsthat make sense
totheguy ontheplant floor. Safety, for instance, isin
hisbestinterest. It may havetaken adecade or more
of emphasison safety, but everywherewe go we see
good resultsand lasting change.

Somecriteriafor change of any kindtotakeholdin
theplant are:

1. Intdlectudly it makessensetotheplant
population. That sense meansthat improved
productivity will likely result fromsucha
program.

2. Theplant population hasamajor say inhow it
will happeninther environment. They have
the power, collectively, to determinewhether
itwill proceed, and howit will proceed.

3. They seetruecommitment to theresults. That
meansanumber of things.

e Someexecutive sfutureistied tomaking
thishappen

e |thasworked somewheredsethatis
smilar enoughtother environment

o Theleadershipteamareall onboard, no
quibbling or sdebars

e Resultsaremeasured and posted at visible
locationsinthe plant

e Vduablelinepeopleareassgnedtothe
job, taken from other important tasks

Owner ship. How do we enable our work with our
clients? What might apply to your own organization?

L eader ship Consensusto Proceed. SAMI won't
proceed with billablework unlessand until weknow
our client’sleadership team, at the appropriate level,
has consensusto proceed. Sometimesthat means
refusing an order for servicesfrom aplant manager,
for instance, if we don't think the operations manager
isfully supportive. To accept work under these
conditionsviolatesacardind rule, namely: Anyone
who has not been consulted does not feel he hasto
support the decision. No matter how assured the
person at thetop of the organization isthat the group
will follow hisdecision, our experienceisthat lack of
commitment by theentireleadershipteamisthe
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number one cause of failurefor improvement
initiatives.

Wor ker Consensusto Proceed. Weusualy begin
our client engagementswith abasaline assessment of
current processes, practicesand results. Our clients
typically believethisisbecausewe need the datato
know how toimprove. Themoreimportant reason by
far, however, isto engagetheorganizationina
decision-making processthat includesrepresentation
fromall areas. Our assessmentsare designed to touch
thegreatest number of peoplepractical, to solicit from
themtheir issues, ideasand experience. Thereisan
interesting pattern weamost wayssee. Leadership
wantsusto get the hourly workersto bewilling to
change; the hourly workersinturn chalengeleadership
todoitsjob and lead with strength of purpose,
consistency and with high standards. The assessment
processbringstheir viewstogether, enabling themto
seethey want the sameresults: aproductive, safeand
competitiveworkplace where peopleare valued.

Develop aWorkable Process and Passionate
Owners. Virtualy every engagement weparticipatein
hasawork processdesign phase. Thedesigners,
typicaly ateam of 8-10 part-time people, represent all
typesof jobsand all levelsof the organization. We
ask for leaders, evenif those leaders can be negative
at times. Thisteam goesthroughtheforming,
storming, norming and performing stages of

devel opment, and we are careful to preparethem for
the“J curveeffect (they go downemotiondly before
they goup). Thelr product isacompletely thought out
work management process, with al thedetail sthat will
enableittowork intheir environment. Our experience
isthat the product is95% the sameasvirtually any
other plant’s. The5% differenceiscritica, though, in
practical workability. But themaost important result of
the designisateam of peoplewho seethefutureand
are passi onate about making that future happen.

Client-Driven Implementation. Only when
workers see peers passionate about changewill they
pay attention. Outsiders(consultants) areseenas
nuisancesto beavoided. Butif your respected peeris
deeply committed to anew method of work, you will
pay atention. Andif heiswillingtorisk your
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relationship by making it not-optiona, then you will
believeitisaworthy change. Our consultants support
the client in making the changes, not the other way
around.

You may notethat most of SAM descriptionthusfar is
about enabling change, not about the core

mai ntenance or production process. We assurethat
we have quaified expertsinthework processeson
theteams. Our clientsseldom fail becausethey don’t
understand best practices, but becausethey can't get
them implemented. We havelearned tofocuson
change becauseitisthecritical barrier for success!

Development. Itispossiblethat your peoplecan
work at much higher levelsthanthey aretoday. Ina
reactive environment vs. aproactive environment these
arefrequent roles:

Empower ment. The*E” word haslotsof bad
connotationsfromthefailuresof quality programsin
the80'sand early 90's. The popular method of
empowerment wasaweek’ sworth of training in* soft
skills’, and an admonition that they should step up and
betheir own bosses. Theresult waslack of direction,
anger, disempowered supervisorsand management,
and adecreasein productivity. Lee Solomon, founder
of SolomonAssociateswho benchmark most of the
world'srefineries, oncetold me: “ Thereisahigh,
negative correlation between implementation of
self-managed work teams and performance”.
Empowerment asimplemented not only didn’t work,
but it made thingsworse.

What isempowerment? It isenabling aworker todo
more, and to takeresponsibility for hisown
performance. How can thisbest bedone? First, by

-
Job/Role Reactive Environment
Craftsman Component Replacer
Operator Victim, Problem Identifier
Supervisor Expeditor
Engineer Troubleshooter

\

Proactive Environment
Troubleshooter/RCF analyzer

Proactive Worker, Minor Maintenance
Work enabler, coordinator, troubleshooter
Equipment defect elimination/optimization

Changing theserolesispartialy amatter of removing
obstaclesto being proactive and clarifying
expectations, rolesand responsibilities. Buttoa
significant extent thereisarequirement to ass st people
tobeabletofill new roles. Thisrequirestraining, but
much morethantraining. Itinvolvescoaching and
testing thelimitsof theindividuasinthejob. Some
operatorsare mechanicaly inclined, and somearenot.
Somewill be eager to take on new roles, and some
very resstant. Devel opment takestimeand energy for
asupervisor to understand what is possible, and work
with each of hispeople onaspecific development
program, customized to the specific task, and the
native abilitiesof theworker. A training organization
can beinvaluable here, but thetask cannot be
delegated. Theapproach must berifleshots, not
grandiose, one-size-fits-dl programs.

having adisciplined and well defined systemtofollow,
and enabling theworker to be successful in the context
of thesystem. Next, isto develop theworker to be
successful inanexpandedrole. Finally, wegivethe
worker thetoolsto understand whether heis
mastering thejob. Thisincludes measures, feedback,
coaching and encouragement. Empowerment isthe
result of adisciplined system of work, not a
prerequisite.

Results. Leadership alignment around the strategic
direction of the organization may bethesinglemost
important result of implementing the SAM modd. This
cohesivenesswithinan organizationwill certainly lead
tofinancia resultsaswell. Theseresultsaredtill being
documented. However, SAMI clientshaveachieved
benefitsin excess of $100M within ashort period of
time by taking astrategic approach to operations
excellence. The chart below depictsan actual cost/
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Cummulative Cost/Benefit for Implementing Strategic Plan
Note: Gross Capacity evaluated @ $10/BEQ Margin
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@ Gross Capacity = Gross Efficiency —— Cost

benefit andysisdetailing financial benefitsfrom Figure 4: SAM Cost/Benefit Analysis
increased efficiency and increased plant capacity

versusthe costsof implementing the SAM model over

aperiod of anumber of years.

SUMMARY

Strategic Asset Management isthe systematic
processthat enablesthe dream of Operations
Excellence. It emphasizesalogical approach to best
practicesthrough the developmental stagesof the
EXECUTE Triangles. Functiona excellencewill never
be enough, however, to bethebest. LEAD functions
arethegluethat bring al the piecestogether inan
optimized set of systems, especialy through the
mechanism of the Managing Systemand Srategic
Plan. Findly, we can only beas successful asour
workers endorsement and participationinthese
functional excellencepractices. Wemust ENABLE
our peopleto bring usthe successweall desire.

We are ableto becomethe best if we start our journey
withtheright moddl.
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