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Tim Power reports on the use of key performance indicators in the maritime industry to assess how well business is going
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The idea of using a few numbers to tell you how your business is going is not new. 

These numbers, known as Key Performance Indicators (KPIs) have been in use in various industries for some time. 

In logistics, for example, managers monitor the performance of supply chains by looking at measures like % of on time delivery, days of inventory available, replenishment times etc. 

Now, assisted by new software and improved data quality, KPIs are becoming an important feature of modern ship management.

Safety is an area where you would expect to see this discipline applied and indeed it is. 

Lloyds Register (LR) has been using and developing KPIs for the past two years as Captain Jim Barclay, Principal Specialist, Port State Control at LR explains. 

“Our approach is driven by the duty we have to owners of LR classified vessels to assist them with ensuring safe operation. 

“We regard Port State Control (PSC) as an important external check on our work and so monitor PSC detentions of LR classified vessels closely”. 

LR offices worldwide report the details of all PSC detentions to LR in London where they are recorded on a central Microsoft Access database. 

Incidents are recorded as 10 data fields supplemented by a severity score that indicates the seriousness of the incident. 

LR uses the resulting database to look at overall trends and to benchmark individual ships, fleets and flag administrations. 

The aim, says Barclay, is not to point the finger but to bring the relevant party up to the right standard.

Of particular interest to LR are so-called class-related detentions, where an item passed by the classification society has been found defective by the PSC authority. 

These events raise questions about survey quality, which is monitored very closely by LR through a Survey Standard Report supported by KPIs and using data from client feedback, survey reports as well as PSC incidents.

This data is not just used centrally but is sent out in the form of a quarterly report, which includes a table of KPIs, to all global offices where it must be discussed and acted on. 

“It is essential to avoid this becoming an exercise in blame”, says Des Gutteridge, LR’s Quality Manager. “The important thing is that we all learn the lessons that this analysis teaches us and keep improving.”
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Teekay

Teekay Shipping also uses KPIs to monitor its safety performance. 

Incidents, however minor, are reported and investigated, where required, corrective action is taken and performance targets set to drive continuous improvement. 

Teekay tracks safety performance using two KPIs: Lost Time Injury Frequency (LTIF) and Near Misses.

The LTIF KPI is based on the Oil Companies International Marine Forum (OCIMF) guidelines. 

Included in this measure are any injuries that result in an individual being unable to carry out any of his duties or to return to work on a scheduled work shift on the day following the injury unless caused by delays in getting medical treatment ashore. 

The measure also includes fatalities and so provides a comprehensive view of on board safety. 

Near Misses incidents, which OCIMF defines as “events or sequence of events which did not result in an injury but which, under slightly different conditions, could have done so”, are reported and investigated with the same thoroughness as actual accidents. 

Teekay measures near miss reporting trends for each ship and the uses the results to improve its Marine Operations Management System and to develop its safety programs.
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V.Ships

Of course, the usefulness of KPIs extends beyond safety. Stephen MacFarlane, IT Manager at V Ships says they are becoming integral both to the way the company manages vessels and to the way it reports to customers. 

“We have been using KPIs for some time but, until recently, their preparation has been manual. People took the data from ShipSure (V Ships’ enterprise system) and put in into spreadsheets”. 

The data was obviously useful because V Ships is now building its own KPI module that will use Business Objects to run reports direct from the ShipSure database. 

“KPIs will cover a wide range of functions”, says Mr MacFarlane. 

These will include Safety and Risk, Vessel Performance, Accounting and Finance and Purchasing. The KPI module will go live in March this year.

V Ships uses a scoring system to make KPIs easier to use: top score is 9, meaning an excellent result with 0 representing something awful. 

These scores are calculated by taking actual operational results and comparing them with pre-set standards. This calibration clearly requires care and an experienced hand and will often be based on a particular strategy. 

For example, if the aim is to consolidate purchases to minimise freight costs, average order sizes will be measured with higher sizes generate higher scores. 

In other areas, measures are easier to determine. In Safety, for example, defects identified in inspections, spillage and injuries are some of the parameters that will be used to generate KPIs, while engine performance (speed and consumption) will be monitored against Charter Party requirements.
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BASS

The maritime software house BASS has created the BASS Dashboard to allow users to monitor fleet KPIs. 

“BASS Dashboard is part of our integrated maritime software suite", says Capt. Sanjay Tyagi, Product Manager at BASS. 

“This tool resides along with the other BASS applications and runs off the BASS applications database”. 

KPIs cover Safety and Quality Management, Crewing, and Finance. 

“The KPI’s for specific business process are driven by an Annual Operating Plan”, explains Mr Tyagi. “When there is a variance between the KPI target and actual information, the Dashboard generates an Alert for the business process owner”. 

Tyagi believes that this alert methodology allows the user to put in place corrective or contingency measures quickly. 
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Data capture

Of vital importance is rapid data capture and Mr Tyagi says that information is updated every 6 hours giving Dashboard users a near real time view of the vessels under their control.

Accurate and timely data capture is vital for V Ships too, but more challenging. Whereas BASS users are by definition all hooked up to the same database, V Ships ShipSure is not installed on all the vessels it manages. 

“Ideally we would like all vessels to have ShipSure aboard since this gets data from the vessel into our database without re-keying, says MacFarlane. 

“But some vessels have legacy applications that we have to work with”. 

V Ships answer has been to build interfaces where feasible (for example to AMOS and other procurement software) or to provide spreadsheet applications that allow data to be despatched to the central database in csv format.

Nor is the data flow all one way. “V Ships has an extranet that is accessible to our customers, who can see the same KPIs relating to their vessels as we can. This is part of our commitment to transparency”, says Mr MacFarlane. 

He adds that this ability to see what is going on is very reassuring for owners who might have reservations about using a ship management company. 

“What these owners realise”,  Mr MacFarlane explains, “is that the range and quality of data we are capturing and analysing actually gives them more control of the vessels than they had when they managed them themselves.”
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Cautionary thoughts

Before we all get carried away, Dimitris Lyras of Lyras Shipping has some cautionary thoughts. 

“Using measurements and check lists can be very useful”, he says “but there are risks. 

“You have to make sure you what you are measuring is a true indication of the values you wish to monitor. 

“For example measuring the timeliness of execution of maintenance must be compared to practical condition assessment. 

“In purchasing, the primary measure is the timeliness of the purchase in relation to upcoming maintenance and the risk considerations of stipulating minimum inventory levels. “This comes before other purchasing performance indicators.” 

“You must also be sure to collect data as a convenient by-product of peoples’ work,” he says. “Data input achieved through extra work or awkward data management processes can divert attention from other critical activities especially on board.” 

“In addition to this there is the undesirable development of ‘creating’ data to achieve KPI’s”.  

Mr Lyras says the answer is to regularly observe how data is collected. “You need to use an independent auditor to periodically assess how data is collected for the KPI’s if you are going to rely on them to measure management performance”.

