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Why does Asset Management Sometimes Appear Irrelevant ? And
What Can you Do About It? Part 2:

The Missing Link— The Asset Management Strategy

| magl nel Y ou have just been posted to Darwin responsible for facilities.
You arrive on the Easter Weekend to find (1) your colleagues-to-be have taken
advantage of the 4-day break to escape down South and (2) news has just come
in that the township of Katherine is flooded. You are the only Johnny-on-the-
spot! Y ou urgently need to know what essential services your agency is provid-
ing in Katherine, out of what facilities, and whether these facilities are at risk!

L ater, thefloods have receded and life has got back to more or less normal, you
find that for the last several years not one of the major budget proposals put forward
by your agency have been accepted by the Treasury because, they say, no clear
links have been made between the proposals and the agency’ s key objectives!

Both of these events happened, more or less as stated, to the same asset man-
ager. It could be YOU, and it could be YOUR agency and YOUR area of re-
sponsibility. What would you do?

The manager in question called for a Strategic Asset Management Plan. He
was amost there! He should have called for an Asset Management Srategy.

It is the Asset Management Strategy that drives the Asset Management Plan,
and makes it comprehensible and credible. It isthe Asset Management Strategy
that, if well done, presents the key information that anyone, new to an agency
(or an external judge of it) can readily understand as a guide to actions proposed
and which provides the linkages between budget decisions and the agency’s
core business.

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 61882584342 Fax 618 8281 5795
Email: sam@amgi.com
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AM Planning Sometimes Appears Irrelevant
because Sometimes It Is!

This happens when thereis afailure to

(1) Clearly justify goas and objectives
(2) Make the rules transparent

These are key elements of the AM Strategy*.

The AM Strategy should provide sufficient in-
formation, without overwhelming, to enable

the outcome of the AM Plan to be seen as
the logical extension of the rules of the game
to the current situation in pursuit of justified
goals and objectives.

Most AM Plans include some elements of
AM Strategy, namely a broad description of
the scope and coverage of services provided,
explaining the key demand parameters, with
graphs and charts showing trends and future
expectations; the impact of current goals and
objectives on the existing asset portfolio,
again with trends and forecasts and, of
course, the plan outcomes themselves.

Many AM Plans are also now including ref-
erence to further progress in the planning
process itself. Some of the better AM Plans
also show the linkages between projects and
within a project over time to explain the ap-
propriate staging needed to achieve the stated
goals and objectives.

But in my judgement (after examination of
AM Plans from organizations across Austra-
lia, New Zealand and the UK) the two least
well-done elements are the two listed above.

Non-justified Goals and Objectives

Goals and objectives are often just stated,
generally with reference to some overall
‘vision” of which they are part but with little
discussion to show why these goals and ob-

jectives rather than an entire raft of other poss-
bilities that would equaly well fal within the
overal vison, are the most appropriate to pursue.

Thus an agency with a lack of basic facilities
may set asitstop priority a‘state of the art’ re-
search centre (for services which larger organi-
zations are already choosing to outsource as
most cost effective). If the goals and objec-
tives are not transparently rationale, the out-
comes of the AM Plan will not satisfy, no mat-
ter how thorough and accurate the modelling.

Goal judtification is a scene setting exercise.
Do this well and you are halfway to achieving
sign off on your AM Plan.

The Rules

When the Peace-Keeping force was being
readied for East Timor, discussions centered
critically around “the rules of engagement”.
The goals and objectives of the force had been
determined and now the question that remained
was what constraints would be placed on their
achievement. Previous UN missions had failed
because the rules prevented efficient and effec-
tive operations. Their am was to achieve
maximum peace and stability with minimum
life cost. Yoursisto achieve maximum service
delivery with minimum life cycle cost. The
goas are different but the rules are equaly
critical to effective delivery.

The fact of the matter is that you cannot
achieve effective ‘rules of engagement’ by ac-
cident. You need to understand the rules and
their implications for asset management and
how they interact with each other. The rules
are the core of the strategy. It determines
‘how things are done around here’. The AM
Plan is the application of the current rules to
the data input.

*Others are description of asset portfolio, key drivers, fu-
ture directionsand mgjor issues.
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The Rules -
Do You Have A Choice?

» One Assat Manager told me, that in design-
ing his AM Plan he “had no choice’, his plan-
ning outcomes were determined by the rules he
applied and these rules were determined by the
system. He was right. At the planning level,
you have to accept the rules. But at the stra-
tegic level, you can and must examine them.

Some rules are statutory obligations or man-
dated — eg EPA, Firerisk, and OH& S compli-
ance. Others are general government rules
(strategies or guidelines) eg the thrust towards
competition and outsourcing. There are some
particular rules for your organization, either
driven externaly (government policy) or inter-
naly (administrative policy). Findly there are
in-house or general practice “unwritten” rules
that can be equally, if not more, constraining.

»Rules develop independently over time.
They are often created to ‘get around’ prob-
lems created by other rules! For example,
when the Federal Government established
global loan limits, organizations developed in-
house rules to circumvent the impact that the
global loan limits were designed to achieve.
These secondary rules can continue even if
the first problem-causing rule is revoked.
Conflicts and sub-optimal achievement are
inevitable, given the fact that rules are created
faster than they are removed. By rules | mean
the entire raft of rules, policies, strategies and
guidelines that your operations are bound by —
or, which you believe they are bound by
(because without examination you may be oper-
ating according to outmoded rules or practices).

Rules need constant cleaning up. Like
cleaning out old files or de-fragmenting your
hard drive, it will free up a lot of scope for
improvement. But it is generally such a has-
de, involves lots of decison-making and
time, and there are always ‘more urgent’ tasks
on hand, so it doesn’'t get done. Besides,
where do you start?

In practice, the best time to review therulesis
when a major new rule or policy is intro-
duced. Then you can check for possible con-
flicts with older rules and policies and make
adjustments. As an example, “Partnerships
21" isanew Government policy for involving
school councils in making more decisions in
schools, including asset acquisition decisions.
What are the implications of this new rule, if
at the same time you retain centralised respon-
sibility for replacement?

If you do not regularly review the rules — which,
in practice, probably trandates as “if you do not
regularly develop ‘issues papers when new
rules are introduced” — then not only will the in-
terna rule conflicts mount, but the complexity
will eventualy exceed any one person’s grasp.
We then have the “black box” syndrome:

Datain Mysterious Recommen-
(population conversion dationsfor
trends, usage by non- works and
figures, condi- [ [under-  [™ [services
tion audits, stood rules

etc)

This is the reverse of the “outcomes of the AM
Plan being seen as the logical extenson of the
rules of the game to the current Situation in pur-
suit of justified goals and objectives. They are
not seen as the logical extension of anything.

Simply bringing the conflicts to light will be
sufficient to get them changed. Sometimes
not. In any case, the implications are docu-
mented. However, sometimes you may find
yourself applying an unwritten rule because
“the Minister wants it that way” or “that’s the
way the boss said to do it”. Left undocu-
mented these rules can stay long after the
Minister or Boss has gone. You may choose
not to document or find a tactful way of doing
s0. Intheend, itis probably a decision about
how professional you are going to be.
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Changing ‘Core + Circumference’ Thinking

An Asset Management Strategy provides the
framework within which the output of your
Asset Management Plan can be understood.

It used to be that we focussed purely on new
construction.  We moved from the existing
situation E to the new situation N and the dif-
ference between the two constituted the works
program.

} Works Program

With the introduction of asset management,
there was greater awareness that the existing
asset portfolio did not remain constant while
we simply added more, so we changed the
way we thought.

New
Works Program
} = Circumference

} Renewal
Works Program
= Core

This was an improvement on the previous ap-
proach for now we were paying attention to
the fact that assets ‘did not last for ever’. It
built in a maintenance focus.

However, it aso built in a few implicit as-
sumptions that, in today’s climate of rapid
change, are becoming less and less relevant.

Firstly there is the presumption that the exist-
ing asset stock should be maintained.

E On and on forever?

P >

} Renewal

It isnow time to challenge that notion.

We know that there is no reason why we
should wish to retain ALL of the assets that
were relevant to a past time.  But with our
current planning paradigm thisis the default.

Secondly, core + circumference thinking is
still an’add on’ focus.

This is where the leading edge of asset man-
agement has been until recently. However,
with the change to outcome management at
the service delivery level, there is now start-
ing to be a change in focus at the asset man-
agement level.

This new way of thinking does not use an
“add on” paradigm. It uses a “change of
state” paradigm.

With the new “change of state” paradigm it is
good that assets wear out—because our need
for them wears out too! The trick is to bal-
ance the two rates of attrition. We may wish
to sow down the rate of attrition in some as-
sets because we have an ongoing need for
them—and speed up the attrition of others that
are undergoing rapid obsolescence.

What we now need now is a matching plan-
ning paradigm for new strategic thinking.
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Survival Techniques 2. How to answer a Question

Asset managers need more than simply tech-
nical skills. They need organisational skills.
Intelligent question asking is one such skill.
We looked at that in the first of these sur-
viva articlesin the last issue.

Intelligent question answering is another.

| learned a number of valuable lessons
shortly after joining the public service.

1.

| had been asked to research a particular issue
and to have the answer ready by Friday. | did
0. | even had it ready early Friday morning.
But | thought that | would hold onto it until the
afternoon in case any idess for improvement
occurred to me. | gave it to my boss a 4 pm.
He said “What a shame that | did not have this
half an hour ago when | was talking to X. He
could have signed it off straight awvay. Now we
will have to wait until Monday and then Y will
be back from leave. He is much more difficult
to dedl with”. We subsequently went through
many weeks of difficult negotiations that would
have been completely bypassed — had | given
him the report just half an hour earlier!  Sure,
my boss was at fault in not making the deedline
clearer. But | was also at fault for not asking
how it connected to other things that the depart-
ment was doing.

Timelinessis next to Godliness!

2. What does the deadline depend on?

That same boss had a habit of setting deadlinesin
order to keep hisrequests on track. The deadlines
were, mos of the time, purdy arbitrary and not
necessxily related to the amount of work on hand.
At the beginning, | did not know thisand knocked
mysdlf out trying to meet every deadline until one
day | placed areport on his desk by the due date—

and it did not move from that pogtion for an entire
week! After thet | would ask him why he had et a
paticular deadline. This not only helped me to
judge the red urgency, but it dso heped me to
know more about the critical parameters of the ques-
tion (see#6)

3. A half dayjob! A*“Twopage’ efort

Not al bosses are like thet, however. | learnt an ex-
cdlent lesson from ancther who, when he asked for
some information, would add — “this should take
about hdf aday” or “just atwo page effort will
do’. Thisenabled me to know the leve of (a) ac-
curacy and (b) detail that was necessary for thistask.
Not much point in giving an answer to 5 decimd
points if dl that is required is a round number edti-
mate! So ask, get some parameters around the ques-
tion. Thislesson was very ussful for mewhen | did
the firg Sudy of forecadting ass=t renewd. When |
wanted a broad estimate from engineers who were
Seeped in the detall | would say “this should take
about hdlf aday, if you think it will take more, stop,
ring mel” That avoided us getting bogged down in
detail that none of uswould have been ableto use.

4.

Thisisdifficult for araw beginner, but it is never too
soon to learn who'swho. An early job | was given
required me to make very critical comments about a
certain costing procedure the department was using.
Had | taken the trouble to find out whether the per-
son who originated the costing procedure was ill
around | might have saved mysdf alot of angst. He
was. He was in charge of the finance department.
He was proud of his cogting procedure. And hewas
planning a internationa seminar to be held so that
he could show off how clever hewas. | walked into
thet one blind!

Know theScore.
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5. Do you hear what | hear?

We dl filter information through our past ex-
perience and the way we look at the world.
So what | say to you and what you hear me
say to you are most often two completely dif-
ferent things. How do you make sure that you
are giving the answer that is wanted? Two
things you can do. One is to immediately
check your understanding by repeating the
guestion back again — in your own words.
Make sure you define words such as
“immediately”  (immediately today, tomor-
row, next week?) Another way is to write
down what you think your questioner wants
and ask him or her to sign off onit. Use your
judgement.

[Asan aside, a“red-life” Dilbert competi-
tion was held and one of the winners was the
fellow whose boss asked for a report immedi-
ately. “Would tomorrow be soon enough?’
the fellow asked. The boss replied “If |
wanted it tomorrow, | would have waited until
tomorrow to ask for it!”]

6. What isthe key issue here?

You are asked to provide the figures for last
year's expenditure on major refurbishment (or
maintenance, or something else). What is the
key parameter — timeliness? (the Board needs
to make a decision on this at its meeting in an
hour’stime); accuracy? (the Audit Office are
querying your records); relevance? (a work-
ing party wants information to solve a prob-
lem); ..... findout. Lifeis atradeoff, ac-
curacy can be provided, but generally at the
expense of timeliness; relevance may mean
giving a ‘subjective estimate’ rather than an
‘objective figure' [cf the past debates on his-
toric cost versus replacement value]. If you
are providing information for compliance
only, don't gild the lily! Extra refinements
are wasted.

7. Don’t (just) answer the question!

The same question may mean very different
things depending on the context. Fans of
courtroom drama will know of ‘loaded ques-
tions. Truthis, most questions are loaded.
They are al context dependent.  You have
to know the context, that means you have to
know why the question is being asked -
which means knowing, to go back to Sur-
vival Techniques No 1 in the last issue, what
the questioner intends to do with the answer
you give him.

| learned these lessons the hard way. You
cantoo. Or you learn from my mistakes.

The
I nter national Asset Management
Compstitions
have now closed for 1998-1999

Over 100 inquiries were received and 25
papers were entered, including entries from
Canada and the UK.

3 Awards have aready been made and an-
nounced in SAM and decisions on the final
8 will be made shortly.

Over the next few issues you will be able to
benefit from the good and innovative prac-
tice of other asset managers as we bring
you synopses of the winning entries.

But what about you? It’s never too early to
start planning to enter the

“Year 2000”
I nternational Asset Management
Competitions

AMQ International: Strategic Asset Management

Issue#19 September 24 1999



(151)
(=)

EOI’simprove your knowledge of the field but can be time and energy —consuming.

EOI's Made Simple

The answer? Use the web!
Benefits of using the web to manage your Expression of I nterest

» Your newspaper advertisement directs to your web address. Background
papers and the project brief are accessible to al interested parties—you do
not have to answer the phone, take details, print, package and post.

» You can ensure you get al of the information you require - and ONLY the
information you require - by constraining the size of the fill-in
boxes. (Saves sorting through mountains of bumpf that will otherwise be
sent you ‘just in case'.)

» Every presenter knows that all presentations are constrained in the same
way (something that you cannot ensure by exhortation in the EOI
brief!). This means that each presenter knows that he will not be disadvan-
taged by complying with the limits as against others who may submit
documentation closer to afull consultancy bid.

P Becauseit is easy - and transparently fair to all - you may get more compa-
nies willing to submit, and your choice will be greater.

P Theinformation comesin auniform presentation, making comparison easy.

» The information is easily transportable to all members of the Selection
Panel, since it is available electronically.

P Saves time and money - no telephone answering, printing, handling, post-
ing, packaging, or storing - frees your office for more important issues.

Use your own website - or use ours

If your website does not support fill-in boxes that can be constrained in size and automatically ac-
knowledged and forwarded to your email address, you may take advantage of ours. See a "real
life" sample of web-based EOI on www.amgji.com/eoi.htm

This produced many more quality applications than the Steering Committee had anticipated but
the information was contained to a page and a quarter for each applicant, was in a standard form,
and contained no excess, so that selection was an easy task for busy Steering Committee members.

Inquiries. amgi@amgqi.com or contact: Dr Penny Burnson 08 8281 5795
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GLOSSARY

‘Asset Management Strategy’ and Related Terms

An Asset Management Strategy is the collection of rules, guidelines, government policies and depart-
mental strategies that together guide the Asset Management Plan to deliver the Corporate Objec-
tives and Business Goals. It includes directions, targets and performance monitoring. The AM
Strategy should provide sufficient information, without overwhelming, to enable the outcomes of the
AM Plan to be seen as the logical extension of the rules of the game to the current situation in

pursuit of justified goals and objectives

The Role Of Asset Management is to ensure the appropriate configuration of the asset portfolio
(quality, quantity and composition) to meet corporate needs cost effectively. Thisincludes not

having assets at al.

An Asset Management Plan represents the concrete representation of the interaction of the Strategy
(the rules, guidelines, etc and the corporate directions) with the external environment — eg demo-

graphic changes.

Budget Proposals are the outcome of an Asset Management Plan - alist of capital works and ser-
vices that are necessary to meet the objectives given the rules applied and the external constraints
encountered. Itisa‘ten year listif itisaten year plan and a‘one year’ list if it isaone year plan.
The outcome of a one year Asset Management Plan is the starting point for the asset related

budget proposals for the coming year.

Discussion

Some of the better asset management plans
(AMP) incorporate elements of the asset man-
agement strategy (AMS) as part of the overall
presentation.

It is useful to differentiate between the two on
the basis of who is the prime audience.

The role of the AMS is to explain and make
sense of the outcomes of the AMP—there are
two major audiences for the AMS:

1. Senior Management (particularly
when coming to grips with the implications
and requirements of the long term AMPYS)

2. Funding Bodies, such as Treasury in
the case of Budget Departments, or the CFO/
Executive Pandl in the case of companies and
commercialised authorities. These audiences
need the detail of the AMS in order to assure

themselves that the AMP is moving in the re-
quired direction.

There is one major audience for the AMP—
and that is the asset management unit itself
which uses the AMP as its blueprint for action.

The AM Unit needs the detail of the AMP it-
self. They do not need the detail of the AMS
(eg the sengitivity analyses of demand fore-
casts) which senior management and external
funding authorities require, but they do need to
have an overall appreciation of the purpose
(the service delivery levels, the goals and ob-
jectives)

Trying to make one document do both jobs
generally resultsin it achieving neither purpose
very well. Incorporating elements of AMS in
the AMP and vice versa achieves better results.
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