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Cutting Fleet
Costs through
Benchmarking
By Preston Ingalls
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ow do you know how well your
fleet is doing relative to others?
Are you spending too much
… too little? Is your fleet completing
a similar level of activity with others
in the industry? How does your fleet
compare to the very best in your
industry? Knowing how we are doing
against others helps drive us to improve;
otherwise, we become complacent in
our activities. Benchmarking allows us
to “calibrate” our practices, processes,
and cost of performing those activities.

DEFINITION OF BENCHMARKING

Wikipedia defines benchmarking
as, “The process of comparing one’s
business processes and performance
metrics to industry bests or best
practices from other industries.
Dimensions typically measured are:
quality, time, and cost. In the process of
benchmarking, management identifies
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the best firms in their industry, or
in another industry where similar
processes exist, and compare the results
and processes of those studied (the
“targets”) to one’s own results and
processes. In this way, they learn how
well the targets perform and, more
importantly, the business processes that
explain why these firms are successful.
Benchmarking is used to measure
performance using a specific indicator
(cost per unit of measure, productivity
per unit of measure, cycle time of x
per unit of measure, or defects per unit
of measure) resulting in a metric of
performance that is then compared to
others.
Also referred to as “best practice
benchmarking” or “process
benchmarking,” this process is used in
management and particularly strategic
management, in which organizations
evaluate various aspects of their

processes in relation to best practice
companies’ processes, usually within
a peer group defined for the purposes
of comparison. This then allows
organizations to develop plans on how
to make improvements or adapt specific
best practices, usually with the aim of
increasing some aspect of performance.
Benchmarking may be a one-off event,
but is often treated as a continuous
process in which organizations
continually seek to improve their
practices.”

BENCHMARKING PROGRAM

An ongoing benchmarking program
pushes organizations outside of their
comfort zones and provides precise and
measurable short-term improvement
plans based on current actuality rather
than past performance. Benchmarking
also gives us a comparative point of
relativity of our efforts, activities, and
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THIS section sponsored by
To facilitate the process, we are
providing the numbers that were recently
updated to help you compare your costs
and performance practices to those in
your industry, those Best in Class in your
industry, and those in the World Class
across all industries. This means leading
and lagging indicators. Leading indicators
are used to predict changes before they
occur, while lagging indicators measure
changes after they’ve occurred.
Most of the costs measures shown
are against Fleet Replacement Value
(FRV). In other words, what would
it cost, at today’s prices, to replace
your fleet? This may be the insured
value or market value, but it is not the
depreciated value. The column to the
far left is the Key Performance Indicator
(KPI) showing the variances in different
fleet values. The next column to the
right of that is the industry numbers
(by size of fleet value). The numbers
to the right of that column are the Best
in Class within the industry (heavy
construction and mining). The far right
column has the World Class numbers
across all industries. Maintenance
costs include all maintenance costs
except depreciation and fuel. This
includes: labor, all parts and materials,
lubrication, grease, shop operating costs
(utilities and building costs). It would
consist of all maintenance leadership
and support costs as well.
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percentage is 62 percent compared to
the Industry Average of 31 percent and
Best in Class of 4 percent. A highly
reactive maintenance process with low
levels of PM and a large valued fleet
means higher costs to the organization.
Therefore, there is an opportunity at
Alpha Beta Construction to implement
a robust PM program involving not only

the mechanics/techs, but vendors and
operators.
By comparing and knowing the
numbers, a company can benchmark
how they are doing against others help
drive them to improve. Benchmarking
allows for “calibration” of practices,
processes, and cost of performing those
activities. ■

AN EXAMPLE

For example, maintenance costs
for Alpha Beta Construction are
$6.2 million annually for a fleet of
435 pieces of rolling stock (on-road
and off-road). Their fleet is valued at
$73 million. So their costs as a percent
of FRV are 8.5 percent compared to the
Industry number of 15 percent. They are
below the Industry Average. However,
if we compare them to the Best in their
Industry at 4 percent, they are double
and almost 3.5 times that of the World
Class number. This means, an aggressive
maintenance improvement effort could
bring that spending in under $3 million
per year with a net of $3 million to the
bottom line. Is it worth it?
So, there are some savings
opportunities here by improving their
maintenance practices. Now, let’s
examine their other numbers and we may
see why their costs are so high. Their PM
percentage (total maintenance hours) is
only 9 percent compared to 42 percent
in the Industry Average and 55 percent
against Best in Class. Their Emergency
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