ASSET MANAGEMENT:
WHAT IS IT? HOW CAN IT HELP? WHY NOW?

by Sam Simons

0 more with less. Control

costs.  Reduce  waste.

Complete  tasks faster

with fewer people. These

mantras of 2008 have
become even more compelling as 2009
unfolds. There is no question that
owners and management are under
unprecedented levels of pressure,
competing both with rival companies
for projects and with other jobsites
for profitability. One of the key tools
with which to address these pressures
is asset management technology. The
challenge is to find a solution that
fits the company’s process, people
and budget.

What Can Asset
Management Accomplish?
Many construction and aggregate
companies have implemented com-
puter systems to automate their
processes and improve their informa-
tion to allow timely and profitable
decision-making. Systems range from
electronic spreadsheets to corporate

accounting software. These solutions
can only be fully effective, however,
if the data going in is accurate and
timely. For construction companies
wanting to automate asset and inven-
tory management, the three primary
data points are equipment hours, fuel
and location.

Paper, of course, is the traditional
way to collect data. But paper is all
about manual recording, and not
about error-free reporting or objec-
tive accountability. Paper can be lost
or smudged. It can also be delivered
with illegible writing, and with trans-
posed, missing or “fudged” numbers
in order to save time—or conceal
theft.

In the office, the process is
prone to errors during data entry.
Furthermore, data is generally not
received or entered for several days
to a week later. How can management
make timely decisions?

In addition, the time to reconcile
and chase down wrong numbers often
consumes substantial management
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and staff resources. We've seen two
types of reconciliation activity. The
first is done when data collection mis-
takes are caught. Calling in an accu-
rate hour meter commonly disrupts
operations, while the hours spent by
clerks and managers to fix the data
distracts them from productive work.
The second type of reconciliation
occurs between the equipment and
the operations/construction depart-
ments. In this case, the equipment
department has been designated as
an internal rental company for the
operations/construction department.
This allows for more accurate busi-
ness and job accounting. However,
the method to capture the “inter-
nal rental” hours is often left to the
crew. Payroll is usually the first pri-
ority, so they tally the same hours
for the equipment as they do for the
operator. For example, eight hours are
recorded, when the equipment was
actually only used for four hours.
Conversely, we've seen field man-
agement under-report equipment



usage to boost the short-term profit-
ability of the job. As a result, man-
agement must reconcile these differ-
ences, often quarterly or at year-end.
If equipment hours are reported
inaccurately over time, this not only
skews the profit picture, but project
management (PM) and service sched-
ules, return on investment (ROI) cal-
culations and virtually everything
else that has to do with the pur-
chase, allocation and use of equip-
ment assets.

need?

Choosing the Right Program
So, how do you choose an asset man-
agement tool that’s best for you? Here

are a few questions to consider: etc.)

» Category 2—Smaller equipment
(skid steers, sweepers, light

1. What data will help run your
business efficiently?

The initial response from a prospect

is often that he wants to see every

towers, etc.)

attachments

fault code, data point and movement.
This is often over-kill—more selec-
tive data reporting is generally more
useful and cost-effective.

The best system will give you com-
plete coverage of your equipment and
tool assets. You don't have to include
everything at once, but you don't
want to run into limitations, either.
It's advantageous to have a system
flexible enough to cover different
categories of assets, such as:

» Category 1—High value items

(pavers, rock trucks, excavators,

» Category 3—Tools and

Most companies begin with the
Category 1 assets, and as cost savings
are realized, they add-in the other
categories, often using a less costly
monitoring method.

2. How much visibility do you

3. How frequently do you need
data?

Do you need to see it continuously,

every day? Or is daily or weekly

reporting acceptable?

4. Are people routinely around the
equipment?
If you routinely have people around
the equipment, it will allow you to
gather more process data and reduce
data collection costs. For example, if
you have service and delivery trucks,
radio-based systems can collect the
data wirelessly and discretely.
The choices of which technolo-
gies to use include satellite, cellular,

Q. Why do | need
a website?

Contractor Web Design is dedicated to creating attractive,
successful and user friendly websites for their clients:
websites that not only stir the imagination, but bolster
profit margins. Your internet presence is not just branding
your company, it's actively selling your business. Let us help
you design a website that generates pre-sold clients.

Call us today! 513-546-5409, Contractor-Web-Design.com
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JOHN BROWN & SONS

Gut & Mulch brush & Small Trees in One Operation!
Built to Heavy Gonstruction/Forestry Standards for
Long Tool Life and Heavy Duty Use!

Gan be quickly converted
_ from brush cutting to other
functions & attachments.

* Low, Low Maintenance & Even Lower Downtime — 95%-98% Utilization

» Designed & Manufactured by a Clearing Contractor: Operating a Fleet of Units

+ Environmentally Friendly with an Extra Light Footprint

« Perfect for: Right of Way Maintenance (R.O.W.), Department of Transportation
(D.0.T.), Road Maintenance, Land Clearing, Railroads & Forest Management

John C. Brown & Sons
14 B & B Lane, Weare, NH 03104
Toll Free: 888-227-6686
www.brownbronto.com ¢ carter@brownbronto.com
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radio, radio-frequency identification
(RFID) and barcode. There are excel-
lent passive systems, “drive-by” data
collection and wireless, hands-free
systems. If your equipment is very
remote and your employees are not
physically near, cellular and satellite
solutions are a good choice. Radio or
cellular are often the best choices
for high-value assets, radio or RFID
for small equipment assets and RFID
or bar code for tools and attach-
ment assets. Each offers its own set
of advantages in terms of cost and
tracking capability—the most cost-
effective solution is generally a fully-
integrated combination of these.
Finally, you should seek out a sup-
plier who provides all of these tech-
nologies in customized configura-
tions. This will allow you to obtain
objective input regarding the data
you need—without unnecessary

“bells and whistles” and without feel-
ing shoe-horned into a “one size fits
all” system. Furthermore, find a sup-
plier with experience in the develop-
ment of equipment specifically suited
to your rugged, outdoor, off-road
environment.

Timing is everything, and it's
legitimate to ask “why now?” But,
when margins are tight, and cost
pressures are high, it’s advisable to
implement automated asset tracking.
The answer lies within management’s
need to improve competitiveness and
avoid lost profits.

Recently, a customer reassigned
two data entry clerks after installing
anasset managementsystem. Another
stopped fuel losses of 300 gallons per
week. A properly designed asset man-
agement system has a fast return on
investment, and pays major dividends
immediately. The advantages of more

accurate job estimating and costing
add to these benefits.

Companies who are proactive and
well-managed understand that this
down-turn, like others before it, is
a phase. While we are in it, owners
have the opportunity to take steps
to improve productivity, gain better
control of assets and enhance their
competitive position—in this, and all
economic climates. ]

Sam Simons is director of business
development for OEM Data Delivery,
a division of OEM Controls (Shelton,
CT). OEM Data Delivery develops wire-
less and custom data delivery systems
for construction companies. For more
information go to www.oemdd.com.
Simons can be reached at 203.929.8431
or via e-mail at ssimons@ oemdd.com.
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The Place to Connect with
Contractors Worldwide
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Network with other contractors

Discuss questions and share ideas
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in the forum

Blog about construction industry

issues and business challenges

Post events relevant to the
construction industry

Upload videos and photos for the
construction industry

Invite your industry friends to stay up to date
with each other and the industry!
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