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BACKGROUND


Total assets management is a relatively new concept, and as occurs often in such cases, it is ignored or misunderstood,  and frequently unjustly maligned. After all, public works managers of all levels will assert and rightly so, that they have been managing their assets, and doing so properly for a very long time.

It is not surprising then to find that many public works officials have, at best, a lukewarm attitude towards a concept they feel is their own anyway. Yet, mention assets management to anyone of them and their ears perk up. 

To resolve this dilemma, to establish or refute the validity of assets management as a concept that should become important to the public works community and its clients, and to chart the course of APWA  if it were to become a promoter and supporter of the concept,  President Albee has commissioned a task force.

The original objectives of this task force were fairly simple and limited; define this concept as it applies to the public works domain,  describe its benefits to the community, make a quick survey of what is going on around the world related to assets management, and recommend future action on the matter to the Board of Directors.

It soon became apparent however, that assets management is a concept that means widely different things to different people; even on the Task Force, a group supposedly attuned to the concept, there existed many interpretations and visions of that concept. As well, attempts to get information on the subject resulted in limited success. Most of the information pertains to individual or single-class asset systems or refers to systems in place in other parts of the world (Australia) where the global context (governmental, financial) is fundamentally different than our own. 

It was also not possible to get information on research and development of this concept in North America. While different groups ( National Science Foundation, National Research Council of Canada, etc.) are about to undertake several projects, there are few if any results yet available. As far as assets management is concerned, we are at the bottom of the learning curve.

Finally, the Task Force came to the realisation that those most likely to be interested and involved in developing Assets management were not all represented in the task force nor in our membership. Managers of single or multiple class of assets were represented, but we were missing the financial representatives and those who are called upon to make the larger investment decisions like city managers or even, elected officials.

After several meetings, the Task Force decided to restrict its scope and concentrate on defining the concept, describing its advantages and especially, identifying the issues that can affect assets management, the players that can make the concept move forward, and the problems that need to be resolved before assets management can be promoted to ours or any membership.
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DEFINING ASSETS MANAGEMENT


In order to have a meaningful discussion of Assets management,  we must first agree on what the concept is; only then can we properly discuss the merits and draw backs of that concept, and identify the issues that would affect its development and eventual implementation.

Generally, practitioners we have talked to tend to define assets management in terms of the infrastructure for which they are accountable. They all use a similar phrasing that includes spending efficiency; some of them will relate assets management to the needs of users.

Event though we would have preferred using another term for Assets Management, because of the many meanings associated with the two words  Mostly  the confusion between financial and personal assets versus physical and public assets., we have opted to remain with that term  Among other terms considered were Infrastructure Management and Municipal Assets..

Our proposed definition of assets management is therefore:

“assets management is a methodology to efficiently and equitably
allocate resources amongst valid and competing goals and objectives”
As is often the case with such a short definition, it becomes necessary to expand on the meaning of some words as they pertain to the case at hand.

Methodology:
Asset management is a way of doing things or an approach to solve a problem or situation. The methodology can be computerised but can be used without that aid. Obviously, the larger the reservoir of assets, and the more the diversity in the types of assets managed, the greater the need for computerising the system The greatest challenge to computerise the methodology is the establishment of the interaction of the various components of the system..

Efficiently allocate funds:
The allocation of funds must be efficient within a particular class of assets (like roads or bridges), and within the entire reservoir of assets being managed (roads versus water networks versus buildings versus parks versus…). It also means that the latest engineering and economic principles, like value engineering and life cycle cost analysis or similar concepts are part and parcel of the asset management policy.

Equitably allocate funds:
The allocation of funds must be equitable as well as efficient. In this context,  equitability  refers mostly to constraints, limitations or orientations that an administration needs to impose on the process in order not to be faced with solutions that fail to take in all factors, or that are beyond its means, or that are unrealistic or unacceptable. In this context also, equitability allows for the consideration of expressed user needs  Such as petitions demanding certain improvements or repairs and of any particular overriding one-time need  Such as political promises or commitments.

Valid and competing needs:
This refers to all the needs of a community. They are valid if they are determined by individual management systems (like PMS) or if they are expressed to and accepted by the managers through any recognised approval process. The needs can be past unsatisfied needs ( deferred maintenance), current maintenance needs, current capital improvement needs validated by a value engineering analysis, and future maintenance needs as determined in life cycle cost analyses.  They are linked directly to the service levels demanded by the community. The needs are competing against one another in each class of assets as well as competing between different classes of assets. Even if under funding were not a problem, competition must exist to ensure that the extra dollars are spent in the most efficient way possible.

Our definition suggests that assets management seems to be more of an investment policy than a management tool. That is partly so because one of our basic premises is that individual systems like Pavement Management Systems, allow managers to quite adequately manage each class of asset; those systems generally include specialised and sometimes complex technical and predictive modules. They need not be replaced.

An assets management system is more an integrator, a system that can interact with and interpret the output coming from many dissimilar systems and provide deciders with reliable and tested data.

Assets management as we have defined it, seeks to enhance the usefulness of individual management systems and use their output to provide sound investment data that has been subjected to rigorous analysis. It does not replace existing systems or methodology but becomes an amplifier and rectifier for their outputs.


ADVANTAGES AND BENEFITS


We already manage our public works assets, so why should we concern ourselves with a new concept ? First, it is because the issue of managing a jurisdiction’s assets is no longer just an engineering problem; lawyers, planners, accountants, analysts, citizens all have a role to play, and each has unique perspectives, values, language and traditions that influence the management of public works assets. Second, emerging new technology is enabling us to look at the issue from a macro perspective, and long term management responsibility is gradually pervading practice. It is now more evident that our approach to public works asset management must change and that there are now tools to facilitate this change.

There are three main benefits that will come from assets management: (1) highlighting the economic importance of a region’s infrastructure, (2) recognising the income (and costs) of infrastructure within a framework that is clearly understandable by all stake-holders and, (3) controlling and perhaps even reducing the costs of public works assets. 

Economic importance of infrastructure

Our business is making and acting on decisions about development, deployment, maintenance, and reinvestment of public-works infrastructure.  Our goal is to achieve maximum total return on the public’s investment. This falls within the  tradition of “benefit-cost” and “cost-effectiveness,” and “life-cycle cost” analysis procedures that have spread through industry and government. There is a presidential order requiring that federal agencies use “systematic analysis of expected benefits and costs... appropriately discounted over the full life cycle of each project” and certain federal agencies have issued more detailed guidance for implementing this Executive Order. Harmonisation with state and local decision making is around the corner.

The principles underlying assets management are essentially ones of economics, and it has been said that economics cannot address all of society’s demands and values  The public-works manager cannot escape, however, the necessity of money-versus-budgets-versus-priorities arguments. The discipline of economic analysis and the exercise of measuring benefits as well as costs helps to clarify and focus attention on the particular issues and trade-offs involved in public decisions.  Public-works-asset management is, at its core, simply a means for acting on the most important of these issues and trade-offs that are associated with the development and deployment of civil infrastructure.

“Asset management” effectively represents a shift from a “management by exception” philosophy now prevalent in public-works operations and planning. Now, the public-works asset manager will purposefully deploy scarce public resources to achieve the greatest public benefit. This will enhance people’s lives, now and in future generations, by increasing the productivity of our investments in public-works facilities.  A fully-implemented public-works asset-management system will allow decision makers to explore how each action–e.g., operating and maintaining existing facilities as well as building new ones–is likely to influence both current budgets and long-term regional well-being.

Contribution of infrastructure 

Governments usually do not use the accrual system of accounting that is the standard in private enterprise. The emphasis is on accountability rather than profitability. Infrastructure assets are excluded from the general funds since it is presumed that the government will not draw on these resources to meet its liabilities or to earn revenues.
Furthermore, income presumed from infrastructure is typically indirect. Higher property-tax revenues from local improvements, higher sales-tax revenues from increased retail and entertainment activities and higher income-tax revenues from increased industrial activities are seldom linked to infrastructure improvements. Worse, revenues that can be more easily linked to infrastructure improvements, like tolls, are often collected by agencies other than the ones responsible for building and maintaining the facility.

Also, in the private sector, depreciation of plant and equipment is often a significant expense, but in government-agency operating reports there often is no depreciation charge at all. In the day-to-day operations of government, the failure to recognize the full costs of public-works ownership--i.e., deterioration and depletion costs in excess of the actual expenditure on operations and maintenance--means that "excess" revenues are returned to the public or used to expand the system, and deferred costs (e.g., for neglected maintenance) can too easily be diverted to a wide range of other purposes. .  Burst water mains, collapsed sewers, and closed bridges have given many municipalities a taste of the huge costs that are then imposed on the public, both directly (e.g., damage to property and rebuilding the sewer) and indirectly (e.g., extra fuel consumed and time spent in traffic diversions, lost business).  The costs are invariably greater than they would have been if someone had taken “a stitch in time.”

An effective public-works asset-management system will routinely require a comprehensive and consistent accounting of the public-works within a jurisdiction, giving public-works managers the basis for estimating routinely the public’s return on investment and showing thereby how the return compares with alternative ways the public might invest its money.


Cost control… even reduction

Can we afford public-works asset management?  Work is needed to develop and implement public-works asset-management systems, but over the long run these systems will pay for themselves, not only with greater public benefits, but with savings on management costs and enhanced resources as well.

The acquisition of data and its analyses, will cost less and less with new methods, high-performance computers and integrated support systems like GIS. As well, an asset-management system will support public-works operations as well as strategic decision making, e.g., facilitating efficient maintenance scheduling and issuance of work orders as well as fiscal budgeting.  Finally, managers at all levels will be able to show more effectively the likely value of additional dollars spent on public-works maintenance or upgrading, in turn enhancing their ability to participate effectively in the complex process of allocating scarce public and private funds among competing concerns.

Public works managers, winners on all sides

The immediate users of asset-management tools–finance directors, planning directors, economic development directors, and public-works managers at all levels–will gain the most immediate benefits.  Asset-management principles and tools will enable these users to address directly the multiple and often conflicting objectives that public works systems and services must meet, the varied interests of diverse stakeholders with differing views on what comprises good public-works performance, and the substantial uncertainties associated with the poorly understood and at best only partially observable physical, chemical, and biological processes that underlie public-works performance. All in all, assets management is a win-win-win opportunity.


ISSUES SURROUNDING ASSET MANAGEMENT


Legal Issues

Several legal issues surround assets management. The main one concerns the idea of legislating the use of the concept or tie it in with a jurisdiction’s eligibility to receive federal or state grants. In Australia, the assets management concept was tied in with AAS27, the Australian Accounting Standard for “Financial Reporting by Local Governments”. In the U.S., the GSAB is preparing a Financial Reporting Model and one of the alternatives, “Maintenance/Preservation with Notes Disclosures” might require a legal commitment to preserve assets.

In examining the possible implementation of Assets Management, we will need to look at any legislation that might support the concept or that might prevent its use.


Financial  Issues

Assets management is intimately linked to financial reporting. Through financial reporting, managers of assets will become more accountable. Several groups or entities (GFAO, GASB) have proposed accounting practices that mesh with the needs and objectives of assets management. Most of these initiatives aim at identifying and reducing deferred maintenance, and at ensuring that all capital investment decisions for construction and maintenance are taken for the correct reasons and with full knowledge of all future consequences and costs.

Cast Issues ( for want of a better word)

Never has a concept seemingly involved or interested as many people before. To move forward, the methodology will need to be examined and approved by a multitude of professionals; because of other issues, it will never fly if the ultimate beneficiaries do not demand its implementation. Engineers, accountants, managers, researchers, academics, elected officials and the public all need to get involved if what they feel is right is to have a chance to come to pass.

Pricing Issues

One of the main obstacles that will face proponents of assets management, when it has cleared other hurdles, is that of Return On Investment. Great care will be needed to prove that the concept will bring citizens more in benefits than they pay up front to get it started. We will need to prove that the effort is worth the price both in the short term and in the very long term.

Accountability Issues

A good assets management methodology coupled with strict financial reporting rules will greatly augment the accountability of assets managers and that can frighten many of us. Yet at a certain level, all managers decry their lack of accountability opportunities. For most managers, assets management methodology coupled with financial reporting rules will show beyond doubt the efforts that they and their subordinates have deployed to ensure the value of their decisions and to reduce the burden of deferred maintenance. The facts will be contained in official reports or disclosures.

Political Issues

At first glance it would appear that the long term objectives of assets are at odds with the short term objectives of elected officials. But barring extreme cases, most elected officials do want the best for their electorate.  As well, assets management can incorporate short term goals in its set-up; what it will do is show the impact of meeting certain immediate needs upon the long range needs of the community.  Elected officials and high level decision-makers will fully play their role in making decisions in full awareness of the consequences. It can be up to the community or the individuals concerned to accept or reject the consequences of some decisions.


PREREQUISITES TO SUCCESFUL IMPLEMENTATION


The issues that we have described above will generate particular problems or obstacles that will hamper the development of assets management, and in some cases will effectively block it.  The task force has identified several “problem areas” that absolutely need to be addressed and resolved before we can even look at the successful implementation, anywhere, of assets management. We have also identified other obstacles but these can be looked at after we have resolved the main problems; the list is not exhaustive.

Finally, we should add that these problem areas have been identified from the very selfish perspective of APWA members; once other groups get involved, other “problem areas” may arise.

PROBLEM AREA # 1

The number of professionals, groups, entities, organisations and associations that are interested in,  and that will be affected by the potential implementation of assets management at any or all levels of government is quite high.

All of them will have their particular preoccupations and concerns and all of them will eventually put their own stamp on what might be adopted.

Before we can advance the concept of assets management, it will be necessary to identify all of these stake holders, inventory  and address their needs and co-ordinate their contribution.

PROBLEM AREA # 2

The sheer magnitude of the preparatory work needed to just lay down the foundation of the concept precludes the use of just volunteers; although volunteers will still be the core of any initiative undertaken to advance assets management, associations will need to devote sizeable blocks of staff time to this project. While APWA is the logical choice to spearhead this initiative, other associations should contribute to the project.


PROPOSED STRATEGY FOR APWA


Given the newness, the complexity, and variety of the subject, given the diversity of people, associations and organisations touched by the concept, and given the benefits that will accrue to the population at large by the adoption of assets management as a governing concept, APWA must ensure that;

·	The concept is fully defined from the perspective of all those affected by it.

·	The various entities that will be involved in Assets Management develop a common strategy for its furtherance. 


·	It allots the necessary resources, at this stage of the process, to ensure that the concept is well understood and documented.

·	Through its leadership role and the responsibilities that its membership normally assumes in the course of their work, it is recognised as the logical organisation to become the clearing house for all aspects of Assets management.

The first two items must be undertaken simultaneously, while the next items will need to be re-evaluated in the light of  the results from the preliminary findings.

RECOMMENDATIONS OF THE TASK FORCE

1)	The Task Force recommends that the American Public Works Association identify and approach other similar groups in order to establish an association consortium and agree on the sharing of costs to set up a volunteer driven and staff supported committee to effect a literature search and information gathering. That committee could also become the basic group to ensure that all the available information is widely disseminated.

2)	The Task Force recommends that the American Public Works Association direct the Leadership and Management Committee to oversee the development of Assets management in the Public Works field, and provide it with the necessary funds and resources.

3)	The Task Force recommends that the American Public Works Association convene, in the fall of 1998 or during the winter of 1999, a meeting of professionals, managers and elected officials to set up a common strategy and plan of action for the development and furtherance of Assets management. The participants should come from various disciplines, associations and governmental agencies; it might be advantageous as well to invite representatives from countries where the methodology is more widely used.


CONCLUSION


The concept of assets management seems to merit all of APWA’s attention. It needs to be defined, analysed, and weighted by professionals, managers and other interested parties from various disciplines and walks of life. 

Only then will we be in a position to promote the concept and stop passing on deteriorating infrastructures to future generations.

