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Before Conception

“From cradle to grave” isn't enough!  Strategic asset management | There are three steps
needs to start before asset acquisition, indeed, it needs to start to determining
‘before conception’ by establishing required service levels. For

. . ) ! service levels. Don’t
both public and private agencies the process is pretty much the

same: stop at step 1!
Three steps - Step 1. identify a potential service
to Service - Step 2. cost arange of delivery levels
Levels - Step 3. determine which delivery level (if any) an

‘informed’” market is prepared to support.

Many government agencies have not made it past step one!  (Private companies may
also stop at step 1, but they generally do not last long enough to do thistoo often.) As
a conseguence, there is alack of focus and this shows up in difficulties in performance
monitoring and contracting, cost management and lack of customer satisfaction.

How can you get help in Steps 2 and 3?

Help Bruce and Doctoral Research - Bruce Van Every, Charles Sturt Council,
South Australia, is examining for his doctoral dissertation:

2;'%?” “How do public sector managers set service levels for service
’ delivery in monopolistic markets” (with a special emphasis on

local government).  Bruce will analyse the survey forms and

Please Com- wewill print the results, especially the ‘best practice’ examples.
plete and Re- He will also provide other information from his study. So help
turnthe Service  Bruce do his dissertation and help yourselves—complete and
Level Survey return the survey forms (a copy is included with this issue but if
Forms it is missing, complete it on-line a www.amgi.com/survey.

htm )

Many thanks for al the responses received to date —but we need more! So please copy
the form attached and ask al of your asset groups to respond.

Researched and written by Dr Penny Burns, AMQ International.
Published fortnightly. Subscription, Comment, or Inquiries to

AMQ Intenational
PO Box 75 Salisbury South Australia
Tel 618 82584342 Fax 618 8281 5795
Email: sam@amgi.com
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Designing Performance Indicators

Use this procedure for
improving your own
performance indicators

Look at these five Performance Indicators

1. Improved overall condition of police service
buildings

2. Extended replacement cycle

3. Better/More Relevant Reporting of Building
Defects

4. Gradual Reductions in the Level of Urgent
Minor Repair

5. Fewer complaints in respect of lack of
mai ntenance.

At first glance, they look ok. But actually none of
them are operational! That is, none of them,
without further work, are actually measurable,
nor can they be monitored.

Below are some of the questions that need to be
asked to develop these areas into useful perform-
ance indicators.

1. Improved overall condition of police service buildings

» How many different building "spaces' need to
be defined, eg cells, reception areas, interview
areas, office space, etc.

» What services do police need to carry out in
these spaces?  And what characteristics of the
buildings are important for the functioning of
these services?

» Why are these characteristics of the buildings
important? Which are the most important, and
for what services? Which characteristics are
(a) essential (b) desirable?

» What information do we have on these charac-
teristics? Isit available in quantitative terms?
ieisit measurable?

2. Extended replacement cycle

» What are the indications that a building asset
has reached the end of its replacement cycle?

» What can be done to extend the cycle? (change
standards)? Can these be evaluated to make
sure they are cost effective? If so, how?

» Does extending some parts of the building have
an adverse effect on other parts? If so, what?
Can we measure this?

» How is the replacement cycle currently meas-
ured? Is this measure satisfactory? What al-
ternatives are there?

3. Better/More Relevant Reporting of Building Defects

» What defects should be reported? To whom?
How often? With what response?

» What defects are currently reported?

» What is wrong with the current methods of re-
porting? How can it be corrected?

» How would we measure an improvement in
relevant reporting?

4. Gradual Reductions in the Level of Urgent Minor Repair

» What is the digtinction between minor and other
repair? What is the criterion for defining a mi-
nor repair as "urgent”? Who determines?

» What are the field difficulties of determining
whether arepair is (@) minor and (b) urgent?

» What are the current measures? How accu-
rate would these be?

» What is an appropriate target level for ur-
gent minor repair? Why? What is meant by
gradual? Why should the reduction be grad-
ua? How gradual should it be?

5. Fewer complaints in respect of lack of maintenance.

» How many complaints are currently re-
ceived? From whom?

» What level of detail is kept on complaints?

» What are the magjor areas of complaint with
respect to lack of maintenance? How do
these match the important characteristics of
buildings necessary for service as estab-
lished above? How do the complaints
match with the urgent minor repair items?

» To the extent that they do not match either
of the above, what is the cause of the com-
plaints?- i.e. too high a level of expecta
tions, dissatisfaction in other areas, etc.
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Service Level Agreements
Under Commercial Arrangements

THIS ARTICLE ON SERVICE LEVEL AGREEMENTS (SLA) BY SARA CULLEN,
DELOITTE CONSULTING, OUTLINES THE DOCUMENTS REQUIRED IN A COMMER-
CIAL ARRANGEMENT AND DIFFERENTIATES THE SLA FROM THE CONTRACT.

Many of you are probably managing SLAs under a contract. In a commercial arrangement SLAS
and contracts go hand in hand. SLAs define what is success and the contract is there in the event of

failure.

Contracts

» Spell out legal:

“*obligations, rights & responsibilities
“*guarantees

% liability

“*termination

» Should be:
“*air tight
“»very dusty

>Written for service failure

SLAs

» Spell out service:
+»definitions

“*requirements & expectations
**KPIs and measures
“»relationships

» Should be:
+“*in regular use
“*under continual change

>Written for service success

SLAs

SLAs and contracts are not the only form of governing document, however. Governing documents
form the essence of the formal arrangement and must be designed for effective ongoing manage-
ment. The governing documents employed are of three primary forms, al of which are under-
pinned by the relationship:

1. Contracts
2. Service Leve Contract
Agreements
3. Procedure
Manuals Service Level Agreemements I
CONTRACT

For the purpose of
ongoing management,
the contract isused in
the event lega re-
course may be re
quired. In this con-
text, it used for arrangement failure and unusual circumstances. However, the main benefit of a

Service
Procedure Manual

Internal
Procedure Manual

Arrangement
Procedure Manual
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contract is the process it forces the parties to
undergo in defining responsibility and expec-
tations, not to anticipate a breach. As it func-
tions primarily to be referred to when prob-
lems have arisen, the ideal contract is airtight
(addresses all issues) and very dusty (not used
because you have relationship-driven arrange-
ment rather than contract-driven).

SLA

The SLA specifies the success gauges and de-
sired levels of the arrangement. It represents
how good service and management will “look
and feel” - setting out the what, who and
when of the expected outcomes. The SLA is

given effect by reference in the contract
(often is a schedule) and should include
those aspects of the service and/or arrange-
ment that may change over time.

MANUALS

Procedure manuals are the “hows” of the ar-
rangement - in how things get done between
the parties, within the organisation and by
the supplier in delivering the service. The
intended audience is the direct users and di-
rect providers of the service (future and pre-
sent).

Governing document: Intended Audience: Designed for standards& | Number of likely varia-
reference cover tionsover time:

Contract Arbitrators and/or court Arrangement failure or un- Few
usual circumstances

Service Level Agreement Contract & Account Manager | Arrangement success crite- Many
ria, measures and reporting

Arrangement Procedures Direct customers & service | Processes & procedures be- Continuous

Manual providers tween parties

Internal Procedures Manual | Interna personnel Internal processes and pro- Continuous
cedures

Service Délivery Proce- New ESP or inhouse service | Service delivery knowledge Continuous

dures Manual providers transfer

Often, all of these quite different subjects with
quite different purposes are commingled
throughout a contract making management and
maintenance of the SLA (and all documents)
difficult.

The key to all of this is to set up appropriate
documents for the intended purpose and audi-
ence. There are too many horror stories about
managers trying to “operationalise” a contract
into every-day applicability.

Don’t Forget!

» Use the contract as the arms length ex-
change for worst case scenarios and re-
lated obligations

» Use the SLA to articulate ongoing ser-
vice and performance expectations

» Use the procedures manuals to set the
rules, procedures and processes every-
one involved are to abide by.

» Use the relationship as strategic partner-
ing with shared long-term benefits and

0416 107 185 or at sacullen@dc.com

Sara will answer your questions and respond to your comments in her final article, #5. Contact her on
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The Cost of Tendering

“It appears the work conducted by CIDA and
Roger Gyles Q.C. in respect of "The Cost of Ten-
dering" has been forgotten by Principals who are
currently reguesting "Registration of Inter-
est" (ROI) from the Market place. | am shocked
at the detail that contractors are being asked to
submit at this early stage of assessment.

Instead of the Principal setting the criteria of
service levels they require and laying down the
performance and benchmarks, they are asking
for "How long is a piece of String” type questions
and expect contractors to provide the bench-
marks and performance criteria by which they
will be judged.

Many large and medium contractors do not have
accounting systems that are activity based, hence
to expect them to quote detailed benchmarks for
the elemental aspects of a variety of property is
just a mere academic exercise.

Experience with the gas crisis in Victoria and
many other similar occurrences in Australia
make me wonder how well equipped are major
contractors and how well can they manage large
infrastructure outsourcing.

It is interesting to note that UK is experiencing
similar results. For instance British Airways out-
sourced all its aircraft maintenance some 18
months ago. | read with interest that they are
now re-constituting their maintenance in house
again. The cause of this decision has not been
forthcoming to date”

Edwin Grech Cumbo, Retired Asset Manager
(egrechc@melbpc.or g.au)

Editor:

You have every right to be shocked! This be-
haviour is not conducive to developing strong
contracting markets which the community needs
if outsourcing is to be cost effective. (See "The
Market Dilemmas’ AMQI Issue 2.6, Sep 30"
1998).

Tendering Costs

The costs of tendering are supposed to be lowered
by the pre-selection that ROIs make possible, but
thisis not happening. A suggestion:

ROIs should not be used UNLESS
A clear set of criteria by which they will be
evaluated has been determined IN AD-
VANCE of caling for registrations. (and
used to design the ROI to keep it short and
to the point).

Per for mance M easur ement

There is a growing tendency to expect the contrac-
tor to submit a method by which performance may
be evaluated — hence the demand for ‘benchmarks
and performance criteria. (Sara Cullen will be
commenting on this in her final article in the LA
series on rewards and penalties.)

This is gtrictly the responsibility of the client. It is
suggested that to require the contractor to do the
clients work in determining performance monitor-
ing regimes, and to do this a no cost as part of the
submission, is an unethical practice.

Y our comment about the absence of activity based
costing in contracting firms is probably correct.
But they are not in place in most large government
bureaucracies either so that it would appear that
clients are demanding more detail than they them-
selves would be able to supply. Moreover without
these accounting systems, it is difficult for agencies
to be able to compare their in-house costs with the
bid prices of contractors. Although accrual ac-
counting is nominally in place for most government
agencies now (or on its way), it is often only in
place for end of the year reporting - not for ongoing
cost assessment, and not for activity-by-activity as-
sessment.

Are there any answers? The next issue intro-
duces a new discussion forum on “Performance
Based Contracting”. Wanted: Questions, an-
swers, comments, suggestions for good practice in
the area of performance based contracts. Prepare
now for the new discussion on www.amgji.com
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Our People Are Our Greatest Asset!  [e..l1,77

Do we really want to be treated as assets? To
be acquired, rationalised, optimised and rede-
ployed at will? Our “Change Management”
Discussion Forum is closing this week to
make way for new Discussion Forums but
before we leave it the following comments
from Discussant Michael Breen are worth
considering:

The Ethics of Change Management
“A few years ago, | took a Norwegian con-
sultant from the Norwegian Work Life Centre
to see a prospective client of mine. The pros-
pect asked me how | would train change
agents. Later, outside the office, my Norwe-
gian colleague was furious.

“Training change agents is like training the
Gestapo. First they change people this way,
then they change them that way.” He went on
to explain how Norwegian banks had amost
sent themselves broke by spending large
amounts extending their market share rather
than working to serve the customer better.

The Pain of Change: Isit Justified?
“We need to ask ‘why’ about change proc-
esses. What is the justification? We need to
map the stakeholders and involve people in
the changes that will affect them and their
families. Idealistic as this may sound, some-
thing needs to happen to nourish the work-
place, which at the moment is more in pan
than at any time in my career in consulting.

~

“I don’t think much of assets
that can walk out of the factory

at the end of the day”
Pierpont writing in The Bulletin
about people as assets

RN

“Mine don’t!”
Slaveowner

“And consultants have to take a lot of the
responsibility for the pain. Sure, work is
shrinking and we have to redefine work,
however those driving profits need to realize
some of the effects of the changes they are
asking for. The only forms of life that are
focussed on change in terms of constant
growth are the embryo and cancer!”

Where Does Change Come From?
One of the things Diana’s death retaught was
that change comes from the periphery. The
clapping at the church ceremony started out-
side in the park. The insiders were too cul-
turally bound to change things — even sponta-
neously. The outsiders were less bound, and
therefore more able to be spontaneous, so
much so that the inside people were able to
‘join in’. So the ‘opinion makers were able
to change their behaviour with permission
from commoners outside the elect group.

Responsibility Of Change Managers
“Do people consider the ethical issues in
change? Isit ethical to commence a particu-
lar change process? Is the human pain and
suffering something which can be justified
by the suggested results? Are the methods
the best available? What kind of reflection
space or supervision is there for the consult-
ant or the team involved? That person or
group will be “holding’ the feelings, dreams,
hopes, etc of a number of people. Are they
going to rely on their own wisdom alone?
Good practice in therapy includes getting su-
pervison from a skilled neutra other.
Change is about letting go of what is familiar
and going through a process to embrace a
new sSituation. This is caled bereavement.
How well are cycles of separation and |0ss,
mourning and death understood by change
agents?” Michael Breen, Tel: 9381 6507,
email at m.d.breen@cowan.edu.au
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Issues in Canberra and Christchurch

For Timo Savimaki, Manager, Asset Manage-
ment, Urban Services, Canberra, theissueisa

Capital
Audit

Works Program Performance

Urban Services is about to commence a per-
formance audit of their capital works program.
Urban Services are now in their third year of op-
erating under a purchaser-provider split arrange-
ment. They have about 30 business units each
taking the role of purchaser.

A government-owned enterprise, Totalcare
drawn from the previous public works and ser-
vices group conducts maintenance and manages
the capital works projects. Although no longer
tied to this enterprise, Urban Services neverthe-
less continues to do most of its works through it.
Tota Careisthus the major provider.

The audit will examine, amongst other things,
how things are performed (eg cash management,
prepayments, advances and other financial ad-
ministrative matters) and who is responsible for
different stages of the program, eg budget con-
trol, approvals processes. The study isto be car-
ried out as part of Urban Services interna audit
program and is expected to be completed by the
end of the year. Urban Services outsources its
internal audit work.
timo_savimaki@dpa.act.gov.au

For Mike Bourke, Wastewater, Christchurch
City Council, New Zealand, the problemis

To define the level of service.

The main thrust has been to identify the assets,
assess their condition and ensure adequate fund-
ing for maintenance and renewal.  Christchurch
is fortunate in that the City Council has allo-
cated enough money over the last 10 years to
ensure there is no backlog of maintenance or
renewal of our sewerage system.

The major issue for us at the moment is to define
the level of service we should provide, particu-
larly the frequency of sewer overflows that
should be permitted. Most of our sewers are be-
low groundwater level so it is not possible to
eliminate infiltration, but with the work done on
maintenance and renewal overflows are already
below the level that many authorities would tol-
erate.

However this has raised expectations and we are
trying to obtain informed community input over
the additional funds that we should spend to re-
duce overflows still further.  We are currently
developing wet and d y weather flow models to
better target problem areas of the system and aso
we are well up with CCTV inspection of our
sewers (40%) completed.
Mike.Bourke@ccc.govt.nz

For Eric Van Toor, Water, Christchurch City
Council, New Zealand, theissue is

Data Capture & Longer Term Research

Or, more precisely, the length of time for infor-
mation capture to get into Databases and GIS at
current allocation of resources.

As with Christchurch Wastewater, we are cur-
rently adequately funded for the accepted level of
service. In fact, expenditure on water supply per
customer is expected to reduce dlightly over the
next twenty years. We are fortunate to have an
adequate supply of secure groundwater which
alows for incremental expansion without costly
trunkmains or treatment.

We have some current operational issues and in
the longer term groundwater issues may lead to
limits on abstraction in some areas and con-
straints on where new or replacement wells are
located. We need more investigation to see how
this may affect the long term capital works pro-
gram. Eric.VanToor @ccc.govt.nz
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Condition Appraisals—How to Use Them

By Ami Sudjiman, Strategic Facilities Services Pty Ltd

The need for condition appraisas tends to be
rather similar across clients, who have a need to:

» Have an independent assessment to objec-
tively establish the true condition of their as-
sets.

» Have a professional assessment on the
‘suitability’ of their current portfolio in sup-
porting the business activities.

» Understand whether the long term objectives
of their business are going to be possible
with the asset.

» Have a budget estimate for their short and
long term maintenance and renewal program
for the portfolio.

» Understand their future capital works pro-
gram to support their forecast accommoda-
tion requirements.

» Have a starting point for their strategic man-
agement plan for the asset/facility manage-
ment section.

However the Condition Appraisals process has
also produced additional benefits to the organisa-
tions, including:

» An acknowledgement of the true functions of
their assets.

» A better understanding of the roles of the dif-
ferent sections of the organisation.

» The need for the organisation to establish pri-
orities for the different parts of their asset
portfalio.

» An acknowledgement of the direct impacts of
the condition of the particular building com-
ponents to the functionality of their build-
ings.

» The impacts that the combined effects have
upon the funds required to maintain func-
tional operation over time.

The preparation of recommendations and budget
plans for the Condition Appraisals can only be
carried out on a real set of priorities within the
organisation. A successful Condition Appraisal
report is one that can be easily implemented by
the organisation. This cannot be achieved when
the report does not directly relate to the business
plans of the organisation, or if the recommenda-
tions for works and funding allocation cannot be
argued to support the long term operationa re-
quirements of the organisation. One should re-
gard Condition Appraisal reports as part of an
organisation’'s work plan to implement their
Business Plan.

Ami Sudjiman may be contacted on 61 (0)2 6260
5558 or by email sfs_admin@stratfac.com.au

International Asset Management Competition Finals
Process To be Simplified for 1998/1999

Because of work loads of asset managers as the New
Millenium approaches (Y2K compliance, new asset
systems being bedded in, risk management strategies
to cope with the unknown, etc) the finals procedure
for the Competitions this year will be simplified.

Normally we would have al award winners make a
formal presentation in front of an audience. This is
excellent practice for "the art of persuasion” which
asset managers need, but no fun at all if the audience
issmal.

It takes alot of time to put together a really top pres-
entation. At the present time, it would be irresponsi-
ble of the Competitions to use up scarce asset manage-

ment resources in this way, despite the excellent training
opportunities it provides.

The International Asset Manager of the Year for
1998/1999 will thus be chosen on the basis of the writ-
ten paper and telephone questioning by the new judging
panel. Awardees will have an opportunity to include
new work they would have presented in a revised copy
of their paper if they wish. .All awardees are being per-
sonaly informed

Regretfully there will be no formal “Finals’ thisyear.
For further information,
contact <competitions@amgqji.com>

AMQ International: Strategic Asset Management Issue# 15 July 30th 1999



