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AM

Asset management (AM) is a recognized value lever for asset intensive 
organizations. It encompasses a broad vision of possibility and action. 
Within this new paradigm, AM practitioners need a new toolbox of skills, 
competencies and tools. This article, written in two parts, opens the lid 
of this asset manager’s toolbox and takes a look inside. 

TOOLBOX

OPENING THE LID OF THE

Grahame Fogel and Dean Griffin
Part 1
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Some AM Background

AM as a value lever gained impetus with the 
development of a series of ISO asset management 
standards in 2014 called ISO55000, ISO55001 and 
ISO55002. These standards conceptualize and 
define how organizations should structure and 
implement a management system for AM, simply 
called an asset management system (AMS). The 
ISO55000 series of standards articulate numerous 
benefits from adopting such an AMS approach. 
These benefits are substantiated by user experi-
ence and empirical evidence.

Two distinct concepts, namely AM and 
maintenance, are often confused as the same. 
The blurring of their roles leads to confusion and 

conceptual frustration. There is a clear difference 
between their roles. AM encompasses a whole 
of business approach, incorporating numerous 
business functions, of which maintenance is one. 
Maintenance, on the other hand, is a transaction-
al repair/restoration activity intended to optimize 
and prolong asset/equipment life. Both AM and 
maintenance are important, but a clear distinction 
needs to be made in order to understand their rel-
ative contribution toward delivering organization-
al objectives.

Asset owners and managers cannot just be 
specialists in specific niches within an organiza-
tion. They need to develop the skills and tools 
necessary to see the whole picture. Moreover, they 
must act strategically, be able to define value and 

articulate it, and understand how to pursue value 
in complex initiatives, which often lies across de-
partmental and functional boundaries.

AM calls for a new set of thinking and skills 
aligned to what Michael E. Porter, the eminent 
Harvard Business School scholar, refers to as cre-
ating shared value. Porter argues that creating 
shared value is the potential new paradigm for 
sustainable capitalism and presents the case for 
organizations to create long-term sustainability. 
He refers to the need to transition from an exploit-
ative to a shared value model. Within this model 
are three core components; the one that concerns 
asset managers is the second component, referred 
to as “redefining productivity in the value chain.” 
Within asset intensive industries, the role of AM 

Figure 2: Asset manager’s toolbox

The Asset Manager’s Toolbox

FIGURE 2Copyright © Gauseng (Pty) Ltd.

HAVING A PLAN
Utilizing an effective 
implementation model
The ISO55000 standard can 
be confusing. It states what 
needs to be covered 
rather than how to 
implement. Using a proven 
model will eliminate time 
wastage and confusion.

MEASUREMENTS 
FOR SUCCESS
Having a methodology to 
measure value contribution
For any initiative to succeed, it 
needs support and 
acknowledgment; this requires 
a methodology for value 
trading. Value trading at a 
strategic contribution level is a 
key element of success.

MODELING RISK 
AND OPPORTUNITY
An effective risk model
Modeling risk (and opportunity) 
aligned to strategic objectives 
allows asset managers to 
prioritize areas of opportunity. 
This will align effort to value.

UNDERSTANDING 
COMPLEXITY
Understanding complexity 
will increase the chance of 
success 
Understanding complexity 
allows managers to identify 
domains in which to structure 
initiatives and understand 
participants’ and other 
people’s behavior.

MAINTENANCE 
RELIABILITY TOOL KIT
Selecting the right 
improvement tools
Mastering the understanding of 
the reliability/maintenance 
improvement tools and 
methodologies will allow the 
application of the correct 
combination of process and 
technology tools to be applied 
in specific situations.

INTEGRATED 
PLANNING
Realizing value from 
seeing the big picture
Being able to make 
prioritized savings through 
the value chain will 
reinforce what Porter refers 
to as reinforcing value 
through the value chain.

DATA
Realizing the value of 
data analytics
Big data, digitization, 
Industry 4.0 are all hot 
topics, but 
understanding what they 
mean and how they can 
be used in an asset 
management context 
will save huge time and 
money.

Figure 1: Mapping asset management to Porter’s value model
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is to: direct the important strategic activities pro-
moting effectiveness throughout the organiza-
tional value chain.

Figure 1 illustrates Porter’s value chain, where 
the contributions of AM enablers are mapped to 
the fundamentals in the value model. It clearly 
illustrates the areas of contribution from an AM 
approach. Furthermore, it clearly demonstrates 
the distinction between a whole business AM ap-
proach and the narrow, specific activity of mainte-
nance, which serves to support production.

A number of important tools within this new 
toolbox support asset managers on their AM jour-
ney. Figure 2 provides an overview of these vari-
ous tools that will be explained in the following 
sections.

Having a Plan: Utilizing an Effective 
Implementation Model

The ISO55000 series of AM standards pro-
vides a complete, albeit complex, picture of what 
is required from an AMS. However, many users find 
it too complex and difficult to translate into the 
nuts and bolts of what needs to be done. 

Using an implementation framework, such as 
the effective asset management delivery model in 
Figure 3 or “Asset Management – An Anatomy” by 
the Institute of Asset Management (IAM), will assist 
in creating a clearer pathway toward execution. 

AM predominantly fits into the complicat-
ed, complex and chaotic domains (see section 
on Understanding Complexity in Part 2). Estab-
lishing an AMS using a proven delivery model 
will significantly shorten the development and 
implementation period, while allowing those or-
ganizations with elements of a system in place to 
clarify their understanding of requirements, gaps 
and opportunities.

Measurements for Success:  
Having a Methodology to Measure 

Value Contribution

According to ISO55000, AM enables an or-
ganization to realize value from the ownership of 
assets through the achievement of organization-
al objectives. What constitutes value is a weighty 
topic and varies from organization to organiza-

tion. Inevitably, within the value argument, there 
is a financial component. However, in his review 
of the emerging redefinition of the value chain, 
Porter states there are many additional elements 
that contribute to the value paradigm. While the 
financial component is clearly important, there are 
many examples where a singular view on short-
term financial criteria within the AM arena can 
lead to value erosion. Clearly, there is a need to 
redefine the whole financial value evaluation crite-
ria so it provides the appropriate view of whether 
AM is creating or destroying value. 

A number of financial indices measure the 
erosion or creation of value. However, the one 
that best reflects the combined efforts of an or-
ganization in influencing the creation of long-term 
financial value is return on invested capital (ROIC).

Practical experience has demonstrated that 
this is the most appropriate metric because it is 
a reflection of pure value erosion or creation by 
a management team over time. An increasingly 
positive trend is what one is looking for here, as 
it consolidates all the various efforts of an orga-
nization, from both an operational and capital 
deployment perspective.  
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The implication is that a good AM program 
will result in an increasing trend in ROIC, a down-
ward trend will indicate value destruction and 
a flat trend will indicate a static situation. The 
ROIC value can be compared to industry and 
geographical benchmarks to ascertain wheth-
er the organization is better or worse than the 
competition.

Experienced practitioners often find that 
shop floor actions and plans are often discon-
nected from the boardroom’s measures or objec-
tives. For example, what is the value of redefining 
a production planning system or implementing 
TPM activities and how is that reflected in return 
on equity (RoE) or ROIC? Coupled to this is the 
complexity of organizational maturity.

A tool, like the asset management contribu-
tion model shown in Figure 5, can help link the 
shop floor to the boardroom. The tool is populat-
ed with organizational maturity derived through 
an appropriate assessment, key business perfor-
mance and financial measures. Once populated, it 

allows an organization to run scenarios to identify 
where improvement or savings must be made. In-
corporating maturity guidelines allows the tool to 
identify areas where improvement must be made, 
but issues warnings when the maturity of the or-
ganization is too low to perform the initiatives or 
sustain them. 

Change is easy, sustainable change is a differ-
ent matter. Once the team has identified improve-
ment areas, initiatives identified through analysis 
and assessment can be tailored, prioritized and 
implemented. Not quite the mythical business 
crystal ball, but as close as you can get to it. 

The bottom line is the tool allows organi-
zations to clearly align initiatives to measurable 
value contribution. This is a big-time credibility 
enhancer and effort saver. 

Conclusion
In Part 1 of the 2-part article we have looked at 
two key asset management enablers: 

1. Having a Plan – Utilizing an effective imple-
mentation model

2. Measurement of Success – having a method-
ology to measure value contribution

As can be seen, these are strategic enablers 
that apply across the business, not just in the 
maintenance department, and as such, contribute 
to real strategic value.

In Part 2, we will look at:

1. Modeling Risk and Opportunity – an effective 
risk model

2. Understanding Complexity – how under-
standing complexity theory will enhance 
your chance of success.

3. The Maintenance Reliability Toolkit – select-
ing the right improvement tools

4. Integrated Planning – seeing the “big picture”
5. Data – realizing the value of analysis
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Figure 5: Example of an asset management contribution model
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