6 WAYS Fleets Can Succeed

in a Managed Competition

Benchmarking fleet costs against peer organizations and ensuring that
customers’ operations become more productive are two of the key factorsfor
fleet managersto enhancetheir fleets' successin a managed competition.

By Paul Lauria and Randy Owen

among fleet management professionals

. In-house and their employees about the whole
Outsou rcing : subject of outsourcing. One of the more
gement -
fleet services notable outsourcing fiascos of the early
"90s occurred in Fairfax County, VA,
where acontract for the maintenance
and repair of a1,000-vehiclefleet was
terminated only months after being im-
plemented. To their credit, county offi-
cialswere courageous enough to admit
that they had made a mistake when they
tossed out an under-performing contrac-
tor and brought the fleet maintenance
operation back in-house (not all fleet
mai ntenance services had been priva-
tized in the county, so thiswaseasier to
do than might otherwise have been the
case). Somefleets, however, have con-
tinued to suffer the effects of ill-consid-
ered or highly politicized decisions that
weremadeintheinitial flurry of fleet
n the mid-1980s, fleet managers started experiencing pressure from their bosses ~ maintenance outsourcing initiatives.
to investigate the desirability of, or actually proceed with, the outsourcing of Fortunately, lessonswere learned
fleet management activities that their organizations historically had performed from some of these early misstepsand a
in-house. The initial focus of these pressures was on fleet maintenance and repair more sophisticated approach to the con-
services, and the decision to outsource or not to outsource usually wasbasedona  sideration of outsourcing benefitsand
simple comparison of contractor fee proposals with the costs of the in-house fleet costs evolved. One major outcome of

mai ntenance operation. In other words, the merits of outsourcing were often this evolution was the emergence of the
viewed in very basic, black-and-white terms: contractors either could maintain the  managed competition project, afleet
fleet more cheaply than could in-house staff or they couldn’t. management services contracting

Not surprisingly, thissimplistic view of outsourcing resulted in some poor deci- processin which thein-house fleet man-
sionsto outsource services, along with considerabl e trepi dation and resentment agement organization is permitted to
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compete against outside contractors.
Therise of managed competitionsre-
flected both an outcry from union and
non-union workersthat their jobswere
being sacrificed in the pursuit of some-
timestrivial cost savings, and the dawn-
ing realization by both fleet mana-
gement professionals and their bosses
that in-house organi zations could be
very competitiveif they were given the
opportunity to restructure their business
processes and break through some of the
bureaucratic red tape that so often hin-
derstheir competitiveness.

Althoughtheinterest of thelast five
yearsin managed competition seemsto
have abated somewheat, the current d ow-
downinthe nation’seconomy suggests
that thishiatus may be short-lived. Despite
themixed results of past outsourcing deci-
sions, thereisan undercurrent of opinion—
particularly among e ected officidsin state
and locd government —that outsourcingis
asure-fireway to savemoney. It seems
safeto say that shrinking profit marginsin
the private sector and disappesaring budget
surplusesin the public sector aregoing to
renew pressure on fleet managersto con-
sider outsourcing fleet management ser-
vices. Smart fleet managersrecognize that
such atrend can beviewed either asa
threat or asan opportunity. Theredity is
that itisboth, and that the best way to dedl
with bothisto be proactive—that is, to
seizethebull by the horns. Thefleet man-
agerswho aremost vulnerableto theunde-
srablesdeeffectsof outsourcing arethose
who hidetheir headsinthe sand or other-
wisedeny that their company or govern-
ment jurisdiction might benefit from
outsourcing. A managed competition may
bethe best opportunity you ever haveasa
fleet manager to take control of your own
destiny; embracing it almost aways makes
more sensethantrying tofend it off.

The premise of managed competition
isthat the procurement of services
through competitive proposals—rather
than the traditional approach of granting
an in-house organi zation amonopoly —
drivesimprovementsin servicelevels,
quality, and costs. Managed competition
providesin-house fleet management or-
ganizationswith both theimpetus and the

7

' ment organizé;ionsthat might haveto

opportunity to restructure and streamline
their operations, adopt new business
strategies and processes, and pursuein-
novationsthat under normal circum-
stanceswould not be considered. The
resulting improvementsin efficiency and
productivity often transform marginally
cost-effective organi zationsinto compet-
itive operations. If thein-house groupis
unableto ingtitute required improve-
mentsand present awinning proposal,
then aprivate firmisawarded acontract.
In either event, managed competition can
result in significant cost and/or service
quality improvements.

SIX KEYS TO SUCCESS

Therearesix actionsthat fleet man-
agement organi zations can taketo en-
hancetheir chances of succeedingina
managed competition.

1. Be Proactive.

Succesding in amane géd@mpetition
requiresthat afleet management organi-
zation become proficient in awi de range

costing, marketing, contr i
tion, production control, pr u it and loss
analysis, and pay for performar
ly, organizations cannot become profi-
cientin sucharange of activities
overnight. Consequently, being proactive
and well-prepared —even if you believe
that “it will never happentoyou” —isat
thetop of thelist of keysto survival.

2. Work on Your Image.
I@ést\majority of fleet manage-

articipateinamanaged competition
ate gt least one maintenance facility
ewéhiclesand equipment arere-
d by in-house mechanics. In many
organi zations, fleet maintenance
tp dominate staff’s attention and
the organization’simage. Conse-

co
defi
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quently, many decision-makers cometo
equate the fleet management organiza-
tion with “the garage” where people
with grease on their shirts change oil
and fix flat tires. Such an image can lead
decision-makersto underval ue the con-
tributions of the fleet management orga-
nization, which makesit easier for them
to overestimate the potential benefits of
replacing the in-house organization with
an aternative service provider.

Fleet managers must effectively mar-
ket their services so that management
appreciates both the importance and the
complexity of fleet management en-
deavors. Fleet managers must foster an
image for their organi zation as one that
manages assets worth millions of dol-
lars, and onethat delivers essential mo-
bility management servicesto their
agency, jurisdiction, or company. Deci-
sion-makers should view empl oyees of
the fleet management organization not
as"“grease monkeys,” but as skilled tech-
niciansthat make essential contributions
to overall organizational performance
and success.

3. Classify and Manage
Your Costs.

According toan old ad

standing of your costsis esp i
portant for succeedinginama
competition, where many flee
costsarenot included inthe ¢
of in-house and contractor cost pi
as. For instance, the cost of asset,
agement services, such -.F iifjg
when to replace and how to finance ve-
hicles, normally are excluded from
managed competition. The cost of many
types of maintenance services, so called
“non-target” services such asrepair of
accident damage, isalso not includedin
theformal cost analysis. Finaly, al in-
direct and overhead costs must bere-
viewed so that only avoidable costsare
included in the in-house numbers.
Oneway to better understand your
costsisto establish separate cost or



profit centersfor each of your lines of
fleet management business. For exam-
ple, independent cost centers (and bud-
gets) can be established to manage and
control the costs of asset management
services, fleet maintenance services,
parts provisioning services, vendor and
contractor management services, fuel-
ing services, motor pool operation, and
soon. A separate cost charge-back
methodol ogy should also be established
for each cost center (e.g., amonthly rate
for asset management, apercentage
mark-up for parts, afully burdened
hourly rate for maintenance labor, etc.).
Not only doesthis provide improved
clarity and cost recognition, but it also
can improve your competitive position
by ensuring that you (or abudget ana-
lyst) does not overstate the costs of in-
house servicesthat will be subject to
competition (such as maintenance)
while understating the costs of services
(such as asset management) that usually
are excluded from competition.

4. Understand Your
Strengths and Weaknesses.

_Airhgnest assessment of what your
/organization doeswell and not sowell is
\gssenti ato sg/c‘ceedi ng in amanaged

CO petltonfThis processinvolvesfirst

service level metricsacrossall of
functional areas of fleet manage-
ce you have documented your

zations, such asthose that have previ-
ously won amanaged competition.

You should also compare the way
you do business to potential competi-
tors such as contract fleet mainte-
nance companies and local equipment
repair vendors. Understand what they
do differently and incorporate those
business practices that make you
more competitive. Those functions
that cannot be re-engineered to be
performed competitively in-house
should be outsourced.

5. Rationalize Staffing and
Maximize Productivity.

' fleet organizations are over-
'staffed, have high supervisor-to-techni-
ian ratios, and have excess

levi v\qithout improving productivity is
e for failure. Maximizing produc-
tivit and efficiency isimportant not
only r reduci ng costs, but also for
meeting service level performance stan-
dardsthat are normally included in con-
tractsthat result from managed
competitions. Failure to meet these per-
formance standards normally resultsin
the payment of finesand ultimately can
lead to contract cancellation.

The keysto maximizing shop produc-
tion and efficiency really are not amystery
to most fleet managers. Productivity starts
with theability to recruit and retaintop-
notch fleet technicians, to pay them com-
petitive salaries, and to motivatethemto
perform at the highest level. Training and
good shop toolsarea so important, asisan
efficient parts operation.

While fleet managers know what
they need to do to be efficient, they often
cannot get approval for critical innova
tions, such asrewriting position classifi-
cations and restructuring compensation
plans. However, managed competition
often presents the opportunity to make
changesin thetraditional methods of
doing businessthat otherwise would
never have any chance of approval.
Thus, many organizationsthat have
gone through amanaged competition
process have been successful ininstitut-
ing innovations such as performance-
based pay, lessrestrictive parts
procurement policies, and aggressive
technician training and certification pro-
grams. Trying to compete with the pri-
vate sector without being ableto
implement these types of program im-
provementsisliketrying to win afight
with one hand tied behind your back.
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6. Don’t Forget Your
Customers. o

no need for fleet managers. Bel
tivemeansmorethan that your s
tionsarelow-cost and productive. T
goal isto makeyour customers
more productive. Fleet manag

meeting their customers’ needswi
powerful aliesduring any managed com-
petition. Since customer department repre-
sentativesare often included on committees
that eval uate competitive proposals, having
customersasyour advocates can beakey
factor in surviving managed competition.

A Well-Run Organization is
Rarely a Target of
Outsourcing.

Theinitiatives discussed above arenot
only keysto succeeding inamanaged
competition, but to avoiding amanaged
competition or outsourcinginitiativeinthe
first place. Fleet management organiza-
tionsthat arewell-run, that provide high-
quality servicesat acompetitive cost, that
have satisfied customers, and that are un-
derstood and val ued by management deci-
sion-makers, rarely aretargeted for
outsourcing. Even when such organiza-
tionsare required to compete, the outcome
of such competitionsisalmost never in
doubt. Thus, one of themost important
lessonsfor fleet managersthat can be
gleaned from the outsourcing and man-
aged competition experiences of the past
15yearsisclear: seizetheday before
someone el sedoes!
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