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What's the yield? 
Why has the equipment rental industry become so pre-occupied
with physical utilisation rates? Surely the objective of any business
is to make a profit. For a rental company that means buying, 
maintaining and renting machines of a good standard - and making 
a profit to continue the cycle all over again.

It matters not one jot if a machine is only used 20, 40 or 60 percent
of the time - so long as it is profitable. Several companies interviewed
this month said they do not even record physical utilisation - it is
how much money each machine makes. About time too!

For far too long, utilisation has been the rental companies' Holy Grail
- and it has been generally true that if the utilisation is right the rest
will generally come good, but that assumes some discipline in the
rental rate structure. The problem comes when the utilisation
mantra holds total sway over the rates and the idea of making
money is lost. There is no point giving equipment away - even in
tough economic times.

John Ball, the outgoing president of IPAF, acknowledges his 
company's errors and makes an impassioned plea to his rental 
colleagues for discipline and a shift of focus away from physical 
utilisation towards yields (see page 62). If a company is loosing
money from a lack of rate discipline leading to poor yields, surely it
is the senior management of the company that is to blame, rather
than the lowly salesman? The challenge for larger players is to
implement pricing discipline without killing off the entrepreneurial
spirit, a tough task.

It is also true that in the recent past some manufacturers and 
financial institutions have exasperated the situation with easy 
credit terms, which has led the more desperate to focus purely on 
generating enough cash to cover the repayments and dangerous
creditors - in such cases the need for a cash fix is so strong that
rates and yields are long forgotten. The market has ways to rectify
such problems, but inappropriate payment holidays and bankruptcy
codes that are 'not fit for purpose', is slowing the market's natural
correction processes.

It is time that the industry as a whole learns from those that 
manage yields well, such as car rental, airlines and hotel operators
and possibly more importantly, rekindle a respect for the benefits
that our products, knowledge and services provide. Providing a
crane to lift an awkward load or a platform to reach a job in 
complete safety while shaving days off a contract surely has more
value to it than ordering something like the office stationary?    

Mark Darwin
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