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D&C-Survey: Cost pressure and significant saving potentials

Results of maintenance survey

Cost pressure within maintenance Levers for improvement identified
low 12%, Optimization of processes 36%
mid 39%, Optimization of organization 71%
high 49% Optimization make or buy 52,
90% of companies feel mid or Process optimization, organization and
high cost pressure within make or buy are regarded as essential levers for
maintenance improvement

Integrated optimization of maintenance is an essential part
of top management agendas
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Initial situation shows need for action for top management

Initial situation in maintenance

Internal drivers
for change

High pressure on
costs

Increasing degree of
automation

High costs for invest-
ments and working capital

High impact of market
requirements on
reliability and flexibility

Source: Droege & Comp.
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Initial situation in various companies

i

Verbalized maintenance strategies only
rudimentarily available

Make-or-buy-Strategies based on short
term capacity optimization

Low transparency on maintenance costs and
performance

Market orientation of internal service
provider insufficient

Methodical support of supplier management
insufficient

Weaknesses within organization
of maintenance

External drivers
for change

Increasing stress on
competition

Increasing costs/
salaries

Increasing importance
of ESHQ

High requirements
on quality and
service
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Main levers for improvement identified in survey

Overview of process and main levers

Top down-process of optimization

Initial situation

Maint.
strategy

Make-or-buy
HH e
iSO

Management ofupplier

Processes of maintenance
I O O O

Organization Market Pricing Controlling

SLA

Demand L|§fts
Costs )
prices

Plan for implementation

Source: Droege & Comp.

Maintenance ‘

strategy

Degree of vertical ‘

integration

Organization

Results of maintenance survey

~,EQuipment based maintenance
strategies is a main lever for
cost reduction®

.Make or buy strategy should
not be based on short term
optimization®

,Level of centralization and
\ decentralization has to be
defined individually*

,Integrated optimization of
Processes | =9 P )
maintenance processes
.,Management of maintenance
Management \ by implementation of market
principles”
. .improvement of maintenance
Controlling |

controlling and leadership*
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Equipment based maintenance strategies as a main lever for improvement

Survey results concerning maintenance strategy

Statistical distribution of companies concerning maintenance strategy

Equipment based
strategy

Other strategies

Without strategy

Breakdown based
strategy

Preventive time based
strategy

Preventive condition
based strategy

18,0%

38,1% |

43,9%

Link between maintenance strategy and complexity of equipment

[ 15.0%
9,0%
30,8% |

13,0%
23,3%

27,7% |

Equipment based
strategy

[ Low complexity

Source: Droege & Comp.

40,9%

50,3%

[_1 High complexity

Only 18% of the companies are following
an equipment based maintenance strategy

Nearly 44% of the companies have no
verbalized maintenance strategy

Less importance of breakdown based

strategies

With increasing complexity preventive
strategies become more important

Condition based strategies preferred by higher

degree of complexity

Significant tendency for equipment based
strategy for complex equipment

structure
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Make or buy strategy should not be based on short term optimization

Survey results concerning make or buy

Degree of maintenance provided by third parties?

Trend for outsourcing

61,9%
0 to 30% ‘ Q
: 35,3% Q Clear positioning of companies with successful

maintenance organization

>30 to 50% D 9,5% O A “stuck in the middle” position is typical for

0 ove 47 1% O companies with high maintenance factor
Trend for insourcing in companies with high
28.6 Q maintenance factor
>50%
17,6% =)

] Low maintenance factor?

|| High maintenance factor?

1 Rest without information 2 Low maintenance factor < 2%; High Maintenance factor > 6% International press conference_26.06.2007
070626_Statement_Maintain_v1_E.ppt
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Level of centralization and decentralization has to be defined individually

Survey results concerning organizational trends

Dominant organizational solutions dependent on size of company and maintenance factor

Trend Trend
Centralized 7 49,1% Q 38,1% Q
| 19,0% (1) 47 1% (1)
Decentralized e Q 11,8% 0
33,3% | (1) 23,7% | O
" 37,5% (= 50,1% ()
iX
47,7% | @ O 292% | =)
3 Turn over up to 750 Mio. € [_1 Turn over > 750 Mio. € B Low maint. factor) "I High maint. factor")
In small and mid sizes companies domination of central maintenance organization
In larger companies mix between central and decentralized organization predominant
Tendency for decentralization
1 Low maintenance factor < 2%; High Maintenance factor > 6% International press conference_26.06.2007

070626_Statement_Maintain_v1_E.ppt
Source: Droege & Comp. DROEGE & COMP. © Droege & Comp. 2007




Integrated optimization of maintenance processes

Survey results concerning maintenance processes

Process optimization - need for action?

N, : 52,4%
Optimization of labor planning/
work scheduling (e.g. process eng.) 82.4%
Optimization of service and 61,9%
inspection plans 75.6%

=In general high need for optimizing

3819 processes
Increasing degree of oLt : : .
lanned work = A major quick-win is normally the
P 64,7% optimization of service and inspection
plans
Implementation of 57,1%
working plans 64.7%
Implementation of improved 52.9%
coordination between maintenance

groups

|

.| Low maint. factor? | High maint. factor?

1 Different answers possible

i < 20/ - Hi i > @89 International press conference_26.06.2007
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Management of maintenance of by implementing market principles

Survey results concerning implementation of market principles

Needs for action concerning further development of market principles?

Optimization j

SLA-Process 44,1% \

Improvement of com-

petitor analysis/bench- . In general high need for action concerning
marking 41,2% ‘ enhancement and improvement of market
oriented maintenance management

Nearly 42% of the companies do not close
Service Level Agreements

Increasing of schedule ‘
of prices and service 5 Although product catalogues are essential for
specification 35,3% ‘ improving transparency companies do not see
need for action and improvement

Enhancement of ‘

product catalogues 23,5%

|| Low maint. factor? [ | High maint. factor?

1 Different answers possible

2 Low maintenance factor <2%; High Maintenance factor > 6% International press conference_26.06.2007
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Improvement of maintenance controlling and leadership

Survey results concerning leadership and controlling

What are the main leadership weaknesses"?

Mor_ntormg of target 30,9%
achievement

No or insufficient target 29.4%
agreements

Low transparency on 23.5%
targets

No top down targets 16,2%

Main problems in leadership are monitoring of
target achievement insufficient target agreements

Low transparency on targets is a problem
in only 23,5% of the company

In general low awareness of necessity for top
down targets

1 Different answers possible
Source: Droege & Comp.

What are the main controlling weaknesses?)?

Cost transparency of maintenance 34,6%
Contemporary and level specific 28.79%
feed back and reporting i
Availability of adequate KPI for 24 3%
maintenance o
Time consuming and lumbering 21 3%

accounting processes

Cost transparency is regarded as main weakness
in maintenance controlling

Contemporary and level specific feed back is in 30%
a major controlling weakness
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What are significant levers for further improvement?

Impact of levers for improvement

Increasing efficiency of
service provider

Optimization of maintenance
organization

Specification by clients and ad-
justment of requirements (e.g.
orientation on required reliability)

Further Insourcing

Further Outsourcing

Source: Droege & Comp.

high mid low
47,8% ]
27,9% 23,5%
o
26,5% ke 29,4%
47,1% 37,5%
12,5%
53,7%
33,1%
11,8%
56,6%
33,8% ’
8,1%
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