TECHNICAL SERVICE BULLETIN

How Much Cash Is
Your Poor Lube Practices
Costing You?
An important part of lubrication excellence is being able to identify the fiscal opportunity that a well-designed and
properly executed lubrication program will provide. One of my main roles as technical director for Noria Reliability
Solutions is to uncover these opportunities for clients. The first stage of any program is to take a step back and understand how the plant is performing in the current state. A simple, non-subjective benchmark analysis takes care of this.
The final weighted score out of 10 identifies the gap between “business as usual” and “world class”.
An additional tool that hones in on the financial opportunity is the cost benefit analysis. In the July 2005 issue of Machinery Lubrication, Mark Barnes explored cost benefit analysis as it relates to lubrication excellence (Figure 1). As
Mark discussed in his article, there are two obvious areas of fiscal opportunity in most plants with regard to lubrication excellence. The first and most obvious is to try to reduce unscheduled downtime. Some portion of these unscheduled events can be attributed to poor contamination control or lubrication practices. Another area of opportunity is in
right-sizing the lubrication PM tasks. When evaluated on a benefit-per-cost basis, approximately half of all planned
maintenance activities have no value.
Even though a cost benefit analysis with input from several parties may illustrate that there is a significant fiscal opportunity and that a lubrication excellence program should provide a solid return on investment, many managers continue to be skeptical of the real value. Experience shows that poor lube practices will cost most industrial facilities approximately 8 to 15 percent of their annual maintenance budget. So, from where does this opportunity come?
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Figure 1. Lubrication Excellence Cost Benefit Analysis

Diving into the Numbers
It’s really amazing to walk through a plant with fresh eyes, free from tunnel vision, and really see which lubrication practices are costing the plant huge losses and adding no value. Overgreasing is a big problem in most facilities, but have you ever considered the real
cost. I always ask clients to take me to one of their most critical machines in the plant. I’ll then query the lube technician on how much,
how often and what type. Take, for example, one plant’s most critical machine, which has no redundancy. If this machine fails, the plant
stops until the machine gets fixed. This is not an overly complex machine, and the critical components are two fairly large bearings with
a rotational speed of approximately 600 rpm. I collected product type, volume of relubrication and frequency of relubrication. I then
compared this to calculated values and illustrated the difference. (Figure 2).
The numbers speak for themselves. The difference on an annual basis is $942.03 (Figure 3). Perhaps the biggest apparent benefit to
adopting the calculated volumes is the savings in time for the lube tech. In this single example, the tech stands to save almost eight hours
per year, which he can redirect to more value-added activities such as oil sampling, top-ups and inspections, using a filter cart for periodic decontamination, and others. Also, the not-so-apparent benefit here, which is difficult to quantify, is the improved reliability of the
machine through calculated lubrication.

Figure 2.

Is Time-Based Costing You?
Another situation I try to highlight in the plant is the real cost of time-based oil changes. In the May 1999 issue of Practicing Oil Analysis, Ken Brown illustrates the real cost of changing a five-gallon sump in a nuclear facility. Ken not only identifies the apparent oil and
labor costs, but the not-so-apparent costs associated with overhead, supervision, etc. He finds that the actual “real cost” to change the
oil in a rather small system at a power plant requiring five gallons of oil (at $5 per gallon), two man-hours of direct labor and a purchase order to obtain the oil is $988.70 – almost 40 times the cost of the new oil.
Based on significant research, hydraulic fluid and lubricants can have a very long service life (longer than 12 months) when the oil is
kept clean, cool and dry. In most cases, I suspect the lubricant in most sumps is replaced prematurely and simple activities such as the
installation of hybrid-style breathers would help to extend the oil’s life. A combination of appropriate breathers and storage and handling could extend the oil life to 18 or 24 months.

Figure 2.
To evaluate the cost of time-based oil changes, understand the apparent and non-apparent costs. For a typical one-gallon sump, I list
costs based on information I receive from the plant and guesstimates. A conservative cost of $54.55 can be applied to each gallon oil
change in the plant.
Data suggests that this plant is spending approximately $73,400 per year based on one oil change per year on systems that use the
most common lubricants in the plant (when you account for apparent and non-apparent oil change costs). Appropriate storage and
handling, contamination control and condition-based oil changes could extend some drains to 24 months or more. Extending drain
intervals to 24 months from 12 months would effectively redirect $73,000 annually in maintenance costs from non-value added tasks
to tasks that are worthwhile (Figure 4).
The five-year net present value of the savings from not doing this non-value-added task calculated with a 10 percent discount rate
totals more than $276,670.

Figure 3.

You Can Achieve Savings
With a few simple examples and very real numbers to back them up, it is apparent from where the estimated potential savings can
come. Keep in mind that no account has been made for improved equipment reliability or reduced downtime costs. For the plant in
the examples in this article, two specific activities account for a loss of almost $300,000 over the next five years. This is almost three
times the cost of what a well-designed and executed lubrication excellence program would cost. To explore cost improvement opportunities at your facility or your company, e-mail me at jkopschinsky@noria.com.
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