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Service Levels -
A simple, multi-use, framework from NZ

Service levels — are we getting it right?

When Dean Taylor, Asset Policy Advisor with the Wanganui District Council
in New Zealand, conducted a series of meetings in rural locations in order to
determine what users wanted from Wanganui’s rural roads, the results were
instructive and led to the development of new analytical tools.

Mismatch

Analysis of written responses after the meetings showed that the road sections
of most concern to users DID NOT MATCH the road sections that would have
been programmed for priority attention by using traditional road board
standards. That meant that the work the Council was doing was NOT the
highest priority work in the eyes of the customers.

Not one of the top three road priorities that the standards would have
suggested for road widening were considered as too narrow by the users.
although narrow roads was a problem for them in other areas. Given funding
limitations it is possible that council funds could have been exhausted before
they got round to the roads of main interest to users.

Designing a new Service Level Framework

So Wanganui set about creating a service level framework that would take
account of both user requirements and professional standards. This required
matching standards with needs. The ideas behind this framework could be
applied to any asset and any service that councils, or others, provide.
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Developing a Service Level Framework for Rural Roads

Inherited Standards

Traditionaly road service levels have been
determined at a maintenance level and from
standards inherited from previous administra-
tions. This does not always meet user needs,
nor does it give the service provider the abil-
ity to plan strategically.

Contracting Out

The move to contracting out maintenance has
provided an opportunity to better define what
isrequired in output terms, but in many cases
there has been simply a redefinition of past
practice.

New Framework needed

Dean Taylor and the Wanganui District
Council are designing a framework that is
largely determined by traffic volume but also
recognises other user factors and especially
geometry and land use criteria

Key factorsin framework

The key factorsin this framework are
= Number of vehicles per day

= Number of lanes

»  Whether sealed or not

=  Speedvalue

= Quality of roadmarking

» Responsetime

Speed value is important because it combines
a number of elements that are less easy to
define such as visibility and geometry.

Service levels

At the moment they have a 6 level frame-
work. These levels range from a sealed two

lane road with > 500 vehicles per day, speed
value of 80+ kilometres and some roadmarking
(level 6) to a one lane unsealed road, <30 vehi-
cles per day and a speed value of 50k (level 1).

Designate and Match

The process being used by Wanganui isto create
a framework and then place each road section
within the framework. Whereit doesn’t fit, says
Dean, decisions will be taken as to whether the
framework needs to be adjusted.

It may be that the number of levels increases
from six to eight or more, or the road needs to be
modified up or down the scale. To modify the
road upwards will require some capital worksin
most cases and to modify down will need to be
assessed on acase by case basis. This could also
require some capital works input but most prob-
ably be smply a case of atering maintenance
practice over a period of time.

USESFOR THE FRAMEWORK
User understanding

Many uses become evident when the roads
groups are plotted on a map in separate colour
bands. For example each road that is designated
can easily be compared with other road sections
of the same designation and users can more
easily understand the rationale for the standard
of the particular road that they are concerned
about.

Strategic planning

It can also be used far more as a strategic plan-
ning tool whereby projected changesin land use
traffic composition and/or volume or other
trends can be identified in terms of the required
modifications to the roading network. This re-
quires only simple map based presentation.
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User Driven planning.

It is important, says Dean, not to forget the
objective to make the new regime more user
driven and flexible. To this end the structure
can be used to enable groups of users, particu-
larly residents on a defined road section, to
buy a higher standard of service through a
special rates scheme. This instance would
simply create another parameter to the heirar-
chy, and anybody would be able to clearly see
the underlying service level for the road sec-
tion and the modified level.

Maintenance contract management.

Maintenance contract specifications, which
typically have been designed from the service
providers perspective for administrative con-
venience, can then be designed to reflect the
different service levels specified. Cost bands
can be derived for each of these levels for
financia planning purposes.

ANALYTICAL TOOLS
Rural Road Service Level Matrix

Dean Taylor has produced anumber of toolsin

ED

the process of developing hisframework . He
has a Rural Road Service Level Matrix with a
range of criteria (and associated weighting).
This takes into account the number and nature
of complaints; theroad heirarchy , eg arterial,
collector, etc; susceptability to accidents, land
use, topography, vehicle volume, lane width,
whether sealed or unsealed, the roughness,
the pavement depth and the annualised cost.

Survey | nstrument

There is also the survey forms that were
introduced and distributed for return at the
rural roads meetings.

Further Information

Dean Taylor, whose work was shortlisted for
the first Asset Management Competitions in
1996, isaleading player in asset management
in New Zealand . Heisaso an enthusiast for
the cause and iswilling to share hiswork and
ideas with others.

Contact: Dean Taylor 64 -(0)6- 349 0539
or by email. deant@wanganui.govt.nz

More on Service Levels!

seedso
“SMART Vaue Management” on page 54
which is, in effect, looking at how to de-
fine what customers want from a building,
and
Ashay Prabhu’s comment in the Forecast-
ing Renewal debate about adequacy of
funding being determined by service lev-
els. The service level debate gets into
everything!
And it is fundamental to improving asset
management plans.

IN NEXT I SSUE
SURVEY ON SERVICE LEVELS

Next Issue SAM issuesitsfirst SURVEY - an
inquiry into practices in determining required
service levels. The survey looks at what
people are currently doing in determing ser-
vice levels and is a search for best practice.

Take part. It isimportant.
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Asset Management Plans

Part 1: The First Plan is Unique!

It is said the first vacuum cleaner invented
occupied an entire room. Had the inventor
tried, first off, for today’s sleek modern and
condensed design, the chances are we would
still be using brooms!  The prototype is
inevitably rough, needing further attention.
Its function is both to demonstrate that the
idea“works” and to suggest where to go next.

This is also the role of the First Asset Man-
agement Plan. It is different in both qualita-
tive and quantitative terms from what will
follow — designedly so! Resist the temptation
to ‘polish’, thisis not the function of a ‘first
plan’.

First Plan Documents
the Current Situation

The second and subsequent plans look at
changing the future but for that it is impera-
tive to know where you are starting from.
That is the role of the First Asset Manage-
ment Plan: to document where you are now.

It involves four (4) activities:

U Chunking

U Dimensioning
U Recording
U Stating

Chunking

You need to group your assets together in
large ‘chunks to make it easy to get your
head around the issues affecting them. If you
are a council, this may lead to asset groups
such as buildings, roads, drains, parks and
gardens etc.

These are broad groupings. Five to seven
(5-7) asset groups is a good number (because

studies have shown that this is the normal
range that we can manage to keep in our heads
a one time). If each section of council is
preparing its own asset management plan, say
one for roads, one for parks and gardens, then
again, the same rule applies — ‘chunk’ these
assets into no more than 5-7 groups.

Dimensioning

Here is where you put some starting numbers
on the groups, e.g.

Size of group (number, value of buildings)
Cost (maintenance, operations)

Revenues

Age profiles (but only if you aready have
them*)

Condition statements (but only if you al-
ready have them*)

U Opooo

Thefirst plan is needed for guidance

The “first plan” documents where you are now
and what information you have now, to iden-
tify what needs to be done next. Thisisnot the
time to do detailed studies. Even if you
choose to get some consultants to gather the
detailed information you are lacking, you
should still do the ‘first plan’ yourselves -
before caling in the consultants! In this case
the first plan may be done only months before
the second and subsequent plans, but will pro-
vide taguide for further development.

Recording

A non-judgemental statement of current policy
and practice. Just record it, don’'t analyse it,
modify it, or develop it. If you don’t have a
policy, this is not the time to invent one, just
record what's what. If policy and practice
conflict, write that down.
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Stating

This is the place to state the issues, from
problems with funding, confict of objectives,
lack of knowing what direction to move in,
whatever the issue is, write it down!  Issues
are basically an absence of workable policy
so recording policy and practices and stating
issues go together.

First write them down and then sort them into
some order. In other words, ‘chunk’ the
issues. This can be done in severa ways -
according to asset, or according to the nature
of the issue.

Avoid chunking according to ‘whose respon-
sibility it isto find a solution’ - not only does
it lead to unproductive blame laying, it ig-
nores the possibility of an ‘engineering’
problem having a ‘finance’ solution - and
vice versa. So state the issues but don't
pre-empt the solutions.

The first plan is not the place to find solu-
tions. It'sjobisto document the status quo.

New Zealand Experience

In New Zealand, all councils had to go
through the exercise of preparing their ‘first
plan’ about 3 years ago. | asked Warwick
Busch, of Worley-GHD, the leading asset
management consulting company in New
Zealand, what the benefits had been and what
lessons had been learnt. He says:

Benefits

“The most important thing that has come out
of the work that has been done in New
Zedland is an understanding of the big pic-
ture, seeing asset management in the context
of the business.

Previously, maintenance engineers would be
allocated money and the ideawas to spend it.
They did not think about the revenue side of
the equation. For their part, management
would determine service delivery objectives
and not understand the impact that they were
having on costs. They would continue to
allocate maintenance budgets according to
the ‘what isleft over’ principle.

The Asset Management Plans have been
instrumental in changing this. The plans are
aframework for understanding the heirarchy
of planning in the organisation, so that dupli-
cation, waste and inefficiency can be identi-
fied and eliminated.”

Lessons learnt

“The most important thing with a First
Plan isto document the status quo. Don't
try to change it until you know what you are
doing. Don’t worry about the words, first of
al put down the costs, what you are spend-
ing now on capital, on maintenance, on oper-
ations. What are the issues? Discussion of
costs and issues will make the words easy”.

Where we are now- Confidence

“The best thing that New Zealanders have
got from the asset management plansis con-
fidence! They now understand what it is that
they are doing, they feel they have more
control and that they can do something,
whereas before they felt that they were
being done to and had no say. Decisions
were ad hoc. Nobody from management to
maintenance supervisor understood the con-
nections. Now they understand the linkages
from financia planning to asset management
planning.”

Contact: Warwick Busch, Worley-GHD
64 (0) 9- 3791200
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We are already underfunded !

So why waste time on renewal forecasting?
comments from the Discussion Forum

Ashay Prabhu, Civic Constructions, Tasmania,
responded to a comment on the website to the
effect that “We are under-funded aready, so
why should we spend more resources in fore-
casting if we are not going to get any more
money anyway?’ Ashay wrote:

“How does an agency define underfunding?
Isit alevel of funding below an expected level
of funding, this being the asset manager’s esti-
mate to maintain a certain service level?

If so, has the agency determined through analy-
sis what this level of serviceis? Isit a condi-
tion of the network to be achieved each year or
isit asafety standard to be achieved each year or
isit something else? Then again if the expected
level of service is low, then does the funding
reduce? What isitsimpact in the long run?

Secondly, if asset renewal forecasting is a
waste of time and resources -how do we
justify the current strategic and tactical
maintenance and renewal plans, i.e. how
does the agency demonstrate to stakeholders
that the taxes are being spent at the right spot
at the right time. And, vice versa, if more
funding is not available can an agency, with-
out doing such analysis, demonstrate that the
asset is going to be a time bomb at a certain
stage where it will be impossible to catch up?

Case Study Offer!
And he offers to provide some case studies to
illustrate his points. So tuneinto the debate,
read the comments, add your own - before
the topic finisheson April 23,

Www.amgi.com

SMART Value Management

Value Engineering assumes that the Service
Levels are already determined.

“While traditional value engineering has often
been successful when applied during detailed
design, it ahs been less so during the very early
stages of the design process. The techniques of
value engineering are based on the fundamental
assumption that a building possesses an objec-
tive set of functions which are easily identifiable
and which remain constant over time. It isalso
presumed that the client is represented by a
single decision-maker or coherent group of deci-
sion makers. However, during the briefing and
concept stages of building projects these as-
sumptions are rarely valid. Different user
groups within the client organisation often have
different perceptions of what the function of the
building should be.”

Understanding What Services and Service
Levelsthe User Requires

The simple, multi-attribute rating technique
(SMART) as devised by Edwards et a 1988).
While the approach has its roots in decision
analysis, it is primarily concerned with deci-
sion structuring rather than decision making.
SMART value management draws on simple
decision modelling techniques to facilitate dia-
logue and debate among the various project
stakeholders. It makes no pretence at identify-
ing optimal solutions to design problems. The
approach merely creates a learning environ-
ment within which stakeholders can reach a
shared understanding.”

“Value Management and Post-Occupancy Evaluation:
closing the loop” Stuart D. Green and G.W. Moss in
Facilities, vol 16, no 12, Jan/Feb 1998: pp34-39.
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Competitive price bids favour
least informed bidders

O If you know and can prescribe the quality
then hold this quality constant and have
the competition bid on price.

U However, if you do not know, or cannot
prescribe the quality in advance then hold
the price constant and have the competi-
tion bid on quality.

Why? Because competitive bidding is a
discovery mechanism!

Like any discovery mechanism, the secret of
success is to have only one variable. If you
do not know or cannot prescribe the quality
AND you bid on price, there are two vari-
ables — quality, and price - and the bids are
uninterpretable.

It is easy to promise the earth when you arein

opposition — but you have to moderate those
promises when brought up short with the
realities of government. For the same reason
it iseasy for those who know less to put in the
attractive LOW bids. Those who know more
are then caught with having to contend with
their ignorant opposition by undercutting
their true costs and cutting corners or losing
the bid. Either way the client misses out.

Solution?

Choose your price and ask bidders to tell
you what they can offer for thisprice. Tell
them also to state what they would leave out
if the bid price was 10% less and what they
would add if it were 10% more. This gives
you the best chance of (a) assessing the capa-
bility of your bidders (b) getting the best
quality inputs and (c) determining the optimal
value-for-money price

Complaints, Feedback, or Information?

What'sin aword?

The receptionist spoke politely to the caller
who had rung in to say that one of the street
lights had failed. “Thankyou”, she said, “We
will deal with your complaint as soon as we
can’. To which the caler replied, rather hurt,
“l was not complaining! | just thought you
would liketo know!” Next timethiscaller may
be reluctant to pass on information.

We discussed this point at the ALGENZ asset
management workshop. Someone suggested
the switchboard should say “feedback”. But
that sounded somewhat patronising, as if the
agency had actually done something worthy of
having information fed back!

The best suggestion came from someone who
said we should say, warmly, “Thank you for
the information. We want to provide you the
best service possible but with the storm last
week we have had over “x” calls so please be
patient if it takes us aday or so.”

Information should go both ways. He added,
that whenever they gave a sound reason for a
dight delay, they could actually go for a week
before attending to the issue, if necessary,
without losing customer support.

Customer information is free, timely and , if
handled properly, improves rather than dimin-
ishes customer perceptions of service quality.
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GLOSSARY
Value Analysis, Value Engineering and Value Management:

Value analysis is defined in Building Standards Glossary as “a systematic analysis directed at identifying
the functions of systems, equipments, facilities, procedures and supplies for the purpose of achieving the
essential functions for the lowest cost consistent with needed purpose, performance, reliability and
maintainability. Value engineering is “the application of value analysis to building or civil works projects,
usually by a multidisciplinary team, to achieve the required function of elements of afacility and the entire
facility at the lowest overall cost for a specified level of quality.” Value management is“the comprehensive
application of value analysisto both financial and technical management activities.”

Discussion:

Thefirst VM study in which | took part (there are
no passive ‘observers in a VM study) was to
consider abank’ sinvestment in an industrial park
development. The project was looking rather
margina at this stage and it was hoped that the
VM would discover some new opportunities.
The Value Manager asked what assumptions had
been made. The banks finance officer reported
that the interest rate would be ‘x%' and the cost
of the project would be‘y’. We then assessed the
probability of the assumptions being wrong and
the consequencesif they were.

“What about the interest rate?” asked the Value
Manager, “Are we likely to get thisrate? “No
way!”, replied the same finance representative.
"That isagood 2 percentage points too low!”

Bearing in mind that this was a marginal project
to start with, an increase of two percentage points
in the interest rate would knock it out of the ball
park. Why had the Finance Officer - who had
been a member of the project team since the
beginning - not adopted a more relevant figure
from the start? Difficult to know, but at a guess
probably because the boss wanted the project to

go ahead and he did not want to be the one to
knock it on the head! It happens alot, | used to
think more often in government than the private
sector, but apparently not.

Later, when asked whether project costs would
change, the Finance Rep said “Definitely! When
we started we thought that the project would fall
into a construction trough and that we would
benefit from low trade rates, but we have de-
ferred it so many times now that the trough has
passed. Trade rates are now much higher.”

The Value Manager, simply by systematically
asking the right questions in a setting where all
participants are equal, had brought out two fea-
tures that could have been brought out before, but
were not.

Later, a number of technical suggestions were
made by participants who had been part of the
previous project development group and clearly
they were ideas that they had held for some time.
Why had the ideas not surfaced before? Largely
because there is a ‘heirarchy’ in such teams and
participants were reluctant to challenge the right
of the lead architect. In the atmosphere of the
VM study where al professions are ‘on wood’ to
produce insightful ideas, they surfaced (or,
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