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My Experience

21 years with the City of Calgary, being

the Fleet Services Manager at the time of

leaving.

5 years with the City of Minneapolis.

Implemented significant changes at both

locations which have in-house fleet

operations.



We have come a long way!

Government fleet operations have come

a long way. From being an extension of

finance or other departments, they

rightfully have earned their place as

important contributors to civic activities.

Yet, many have not taken the next logical

step to change the way they operate.

They still don't have much of a

"customer" perspective and still use old

methods to charge for their services.



Best Practices

Ask any fleet consultant and he will
recommend the following:

Establish fleet operations as business
enterprises (Internal Services Fund)

Establish various activities such as fleet
supply (leasing), maintenance, fuel as separate
businesses

Establish activity based costing (ABC)
methodology

Use fully burdened costs



Best Practices

Establish separate charge out rates for the
above activities

Regularly benchmark charges with the private
sector in the region to compare
competitiveness

Constantly compare with other agencies for
best practices

Identify services that are not cost-competitive
and investigate out-sourcing

Monitor profit/loss accounts for each business
and take suitable action



Change is All Around

These demands can be a tall order.

In the early 90s I noticed a trend which brought
about a significant change in the way a few
fleet operations delivered services.

Outsourcing, rightsizing, reengineering,
managed competition, etc. became popular
mantras and many government agencies
implemented such changes in their fleet
operations.



Change is All Around

The consequences were unknown at that

time but there was a general thinking

that somehow the private sector was

more efficient, less costly and provided

superior customer service. In a majority

of cases, lack of true cost and service

details were possibly the reasons. Many

regretted the changes as we now know.



Continuation

Back in 2005, I presented a paper at the APWA
Conference at Minneapolis on “Activity Based
Costing for Fleet Operations.” You may
consider it as part one of this presentation. It
dealt with how to establish fleet operations as
true internal service funds and demonstrate
their value to elected officials and senior
administration. The paper is still available on
line to anyone interested at
http://www.apwa.net/documents/meetings/con
gress/2005/handouts/1241.pdf



Why Change?

Simply, the pressure is on. Frequently, we read

about some government fleet operation or the

other criticized for lack of accountability.

Moreover, our customers are demanding

changes.

I will present my personal experience,

participation and what I learned in

implementing changes at two locations in two

countries: Calgary, Canada and Minneapolis,

US.



Why Change?

When I became the Fleet Manager at Calgary in
‘93, the combination of change happening
across the continent and customer complaints
kicked off a major shakeup in our department.
Even City Council had become critical of us.

So, I held a number of discussions with my
Director and we decided we had to change our
operation or someone else would change it for
us and we might not like it. Since this was a
major change, we went about it in a cautious
and step-by-step way.



What was Wrong?

Till the mid-90s, Calgary, like many other
municipalities, had a centralized fleet operation
and charged customers all-inclusive rates.
There was no emphasis on cost control or on
customer service. Over the years, this had
created a significant amount of friction
between fleet operations and its customers.
Customers were called “users” and our
attitude was that they took whatever medicine
we gave them. “Users”, however, did not like
our medicine and were miffed for the following
reasons:



Why Customers Demanded

Change?
They had very little control on their fleet costs

They had very little control on their fleet make-up

They had very little control on maintenance and
damage costs

They had very little input in fleet policies

They had very little influence on fleet replacement
planning

Those who abused their fleets and those who looked
after them were treated the same in terms of costs

Those who ordered excessive options and those who
did not paid the same rate

Those who used their fleet heavily and those who used
them lightly paid the same rate

And so on



How TO Change, Then?

Step 1: Establish a plan

Like in any major initiative, some good

planning goes a long way in helping

change implementation.

In ’94, the fleet operations management

team at Calgary went off-site to discuss

where we were and where we needed to

be. We had to identify what change

meant.



Step 1: Establish a Plan

We had to develop a plan to implement

change. We had to be brutally honest

about our shortcomings. We had to

redefine our vision and mission

statements. Neither of them, for example,

even alluded to the fact that we had

“customers”. 



Step 1: Establish a Plan

We realized that all existing policies were
stacked heavily to the benefit of fleet
operations and not our customers. After
much agonizing, we decided to scrap
them all and rewrite them with significant
customer input. Customer consultation
and involvement were considered
essential part of the first few steps. In
short, we needed the medicine.



Step 2: Involve Customers

No change can be successful if there is
no customer buy-in.

We created a customer liaison committee
which met several times over the course
of change implementation and monitored
the progress and approved changes.
This committee was comprised of senior
managers from customer departments.

I feel this level of buy-in is essential.



Step 2: Involve Customers

All draft new policies, as developed,

were submitted to this committee and

changes made based on discussions

and its input. Broadly, we all agreed that

all-inclusive fleet rates had to be

scrapped and fleet charges for supply,

maintenance, fuel etc. had to be charged

separately.



Step 2: Involve Customers

The existing all-inclusive rates had a number of

components:

Fleet supply (lease) or the capital cost of ownership

Maintenance including PM, breakdown, annual

inspections etc.

Fuel including field supply

Tires and tire repair service

Some body repair

Insurance

Operator training



Step 3: Implement changes in

increments

In implementing any major initiative,

small, quick successes are essential to

ensure continued support. Since this

was a major change and no one had any

previous experience, we decided to go

about it by taking baby steps. The whole

process, started in ’95, took three years

to complete.



Step 3: Implement changes in

increments
The first challenge was establishing fleet
supply costs for existing units. No accurate
acquisition cost data were available. I
scrutinized old purchase orders and used
some judgment to establish acquisition prices.

I developed a spreadsheet into which, all
details such as the purchase price (including
accessories and attachments), the cost of
service preparation, the in-service date, the
anticipated life and salvage values and fleet
operations’ overheads based on ABC were
entered.


