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ASSET MANAGEMENT:
A BETTER WAY 

OF DOING BUSINESS
Local highway agency assets include, but are not limited to, roads, 

streets, utilities, equipment, buildings and
human resources (the folks that get the work done). The dollars invested 

in these assets require long-term business decisions. 
Your customers, those using these assets, have expectations as to how you maintain the assets in order to con-

tinue to provide service. Those expectations assist in determining your goals.
Goals such as level of maintenance on our gravel roads, time schedule to chip seal a new asphalt mat, replace-

ment schedule for water and sewer lines, when to replace the loader, motor grader or truck, and building maintenance 
plans are all part of your management process. 

Without goals, the diffi cult budget process is even more problematic because you don’t have the “standards” in 
front of you that you want to achieve. You need to be able to address the “what ifs” of budgets as they relate to eco-
nomic conditions.
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What is asset management?
Asset management is a systematic process of main-

taining, upgrading and operating physical assets cost 
effectively. It combines engineering principles with sound 
business practices and economic theory. It also provides 
tools to facilitate a more organized, logical approach to 
decision making. Thus, asset management pro-
vides a framework for handling both short-range 
and long-range planning.

Short-range and long-range planning will 
vary considerably based on the asset (six to 
eight years on a blotter surface, 40 to 60 years 
on a water main, bridge or building). Construc-
tion quality control and your subsequent mainte-
nance goals apply.
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Asset management provides a framework for handling 
both short-range and long-range planning.



Guiding principles of asset 
management

An asset management system should be:
Customer focused
Mission driven
System oriented
Long-term in outlook
Accessible and user friendly
Flexible

An asset management system should include:
Customer focused
Strategic goals
Inventory of assets (physical and human resources)
Valuation of assets
Quantitative condition and performance measures
Usage information
Performance-prediction capabilities
Relational databases to integrate individual

 management systems
Consideration of qualitative issues
Links to the budget process
Engineering and economic analysis tools
Useful outputs, effectively presented
Continuous feedback procedures

Where to start?
The asset management system should include:

Goals: Condition level (no gravel washboard, no wa-
ter main breaks, etc.). Use in both short-term and 
long-term decision making in planning, budgeting and 
operating functions so the assets stay at the highest 
condition level consistent with your fi nancial means.
Up-to-date inventory of assets.
Condition assessment of the infrastructure at least 
once every three years and summarization of the 
results using a measurement scale.
Estimate the annual amount required to maintain and 
preserve the infrastructure assets at the condition 
level originally established (goals) for those assets.

Consult the Asset Management System guide, which 
includes system components and key questions.
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What is our mission? 
What are our goals and policies?

What is included in our inventory of assets?

What is the value of our assets? 
What are their functions?
What services do they provide?

What was the past condition and performance of 
our assets?
What is the current and predicted future condition 
and performance of our assets?

How can we preserve, maintain, or improve our 
assets to ensure the maximum useful life and 
provide acceptable serviceto the public?

What resources are available? 
What is the budget level?
What is the projected level of future funding?

What investment options may be identifi ed within 
and among asset component classes? 
What are their associated cost and benefi ts?

Which option or combination of options is “optimal?”

What are the consequences of not maintaining our 
assets?
How can we communicate the impact of the condi-
tion and performances of our assets on the system 
and end user?

How do we monitor the impact of our decisions? 
How do we adjust our decision-making framework 
when indicated?

How can we best manage our assets in order to 
least inconvenience the motoring public when we
repair or replace these facilities?
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A Generic Asset Management System

Asset Inventory

Alternatives Evaulation and
Program Optimization

Short- and Long-Range Plans 
(Project Selection)

Program Implementation

Key 
Questions

System Components

Performance Monitoring
(Feedback)

Condition Assessment and
Performance Modeling

Goals and Policies
(Refl ects Customer Input)

Budget/
Allocations

Asset management system
Life-cycle costs

An element of asset management is determination 
of the total cost during the useful life of a 
segment of road or street. This is primar-
ily used for paved sections. Not only the 
construction costs but also the mainte-
nance costs and user costs (traffi c delays 
and safety issues created by maintenance 
activities during the life of the pavement 
surface).

Life-Cycle Cost Analysis is widely accepted as a use-
ful project evaluation technique. Simply stated, LCCA is 
an evaluation of agency and user costs incurred over the 
life of a project. It allows the analyst to conduct compara-
tive analysis among various alternatives. 

By adopting a long-term view of the transportation 
system, LCCA promotes consideration of total costs,
including maintenance and operation expenditures. 
Comprehensive LCCA includes all the economic vari-
ables essential to the evaluation: user costs such as 
delay and safety costs associated with maintenance and 
rehabilitation projects, agency capital costs and life-cycle 
maintenance costs.

Highway agency’s implementation of LCCA 
should focus on the following technical issues: 

Selecting an appropriate discount rate
Quantifying non-agency costs, such as user costs
Securing credible supporting data, including

 traffi c data
Projecting costs and travel demand throughout 

 the analysis period
Estimating salvage value and useful life
Estimating maintenance costs and effectiveness
Modeling asset deterioration
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CONCLUSION
The American Association of State Highway and Transportation Offi cials and the Federal Highway Administration are 

convinced that asset management is a better way of doing business. An asset management philosophy focuses on the 
benefi ts of investment, as well as its costs, and takes a comprehensive view of the entire portfolio of transportation 
resources.

Objective, fact-based tools and techniques are systematically applied to determine how best to deploy available 
resources in order to achieve system-wide agency goals. Asset management responds to an environment of increasing 
system demands, aging infrastructure and limited resources.

Asset management also provides the ability to show how, when and why resources were committed. Transportation 
offi cials are being held increasingly accountable by their customers — the American public. The public demands a consis-
tently high return on the portfolio of transportation assets, which, of course, represent a collection of public resources.

Making asset management a reality requires new information and analytical tools, new approaches to organizational 
communication and new management practices. 

Adapted with permission from the South Dakota Local Transportation Assistance Program Special Bulletin #40.

A view of the columns of the Pleasant Valley Bridge.
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