Maintenance professional:

Quick calculation of ROI from time savings:

It was clear that repositioning the parts room would save time but would it save enough time to make the change worth it? We could estimate the savings in minutes per day for the crew. Lets say we could reasonably see 20 minutes per day per mechanic. If we have 17 mechanics that is 340 minutes per day.

I thought about this and came up with a universal formula to calculate Return on Investment in any currency with any labor rates from labor savings in minutes!

There are two simple assumptions: 

The first assumption is that any savings should generate a 50% ROI or a 2 year payback

The second assumption is that the total cost of a worker is 2.5 times their hourly wage. This includes wages, benefits, overtime, all leave and vacation, lost time and all the overhead of that worker. 

Answer: 

Savings in Local currency = Labor rate in local currency * savings in minutes * 20
So in our example US$20 * 340 minutes a day * 20 = $136,000 Wow that was easy. Here is the math behind it.
2 years is about 440 days of work

((Labor Rate * 2.5) * 440)/60 = 18.33 (Cost per minute for 2 years. Lets round up to 20) * Labor rate
If you do the algebra pull out the Labor rate and since all that’s left is multiplication (2.5 * 440)/60 = 18.33 put the labor rate back in and that’s the savings per minute. Pretty easy.
Thanks for reading-  Joel 

*************************************************
How would you like to bring the leading Maintenance Management Consultant and Trainer to your facility?  Have a Maintenance Audit or have a seminar tailored to your issues, capabilities, and needs. Just reply with an idea of what you would like to do and we can supply complete listing and a free quote (available worldwide). Check the web site (all new) for details about pre-designed courses.
If you send me you mailing address I’ll send you a free audio tape “20 Steps to World Class Maintenance” or “Taming the Information Jungle” your choice.
Feel free to pass this along to a friend or co-worker. To subscribe just go to www.maintrainer.com and fill in the simple form.
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