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The more-than-50-year-old company emergedfrom the wreckage
like a Phoenix intent on having the strength to better withstand the
next storm.

“We went through an entire reevaluation of our business processes,”
said Steven Drouin, Interstate’s director of information technology
services. “We never wanted to struggle again like we did in 2008.”

For Drouin and Interstate, that meant replacing the disparate job-
tracking data systems, which often produced inaccurate and duplicate
information, with state-of-the-art integrated systems that allow dat
sharing and visualization. But having access to that data was only the
rst step. The crucial next step that Drouin and Interstate took was
collating that data into the key performance indicators, or KPIs, the
company could use to track progress in the most important areas.
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“We have a ton of different daily reports now and constant interaction
between the eld and the executive,” Drouin said. “That’s the biggest a&n

— the constant and immediate access to live data versus always looking into
the rearview mirror. It's become a primary reason we're competitive.”

Experts say many construction rms still look backwards — and despite

a robust market, they’re struggling because of it. Drouin, who now speaks
about the importance of KPIs at industry events, estimates that less than
50% of rms use basic KPIs.

“It’s still very new to the construction industry as a whole,” he said.
“We've always been a little slow to adopt technology, but tracking KPls
is an old conversation for most other sectors. This is something every
Fortune 500 company does. You don't see people setting gas prices
without looking at their KPIs.”
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Why Contractors
Struggle with KPIs

Why have contractors failed to adopt this basic business practice?
Experts say there are two basic reasons:

» Many contractors still lack systems that provide the data needed
to track KPIs. These contractors struggle under the burden of
disparate software systems that don't talk to each other. As a
result, data is often inaccurate and out of date.

» Even contractors who use best-in-class data gathering tools that
integrate field and office data find themselves unsure how to best
use that data. Which metrics are the most important and which
ones are just noise?

Given the nature of construction — jobs spread over many miles,
projects with ever-changing variables, labor that’s both in-house and
subcontracted — it's understandable that contractors would struggle
to know which KPIs to track, said Greg Schoppman, principal of FMI
Corporation, a consultancy dedicated to engineering and construction.
But in the same breath, Schoppman makes clear that those excuses,
while valid, are no longer going to protect contractors from a rapidly
changing marketplace.
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Four Crucial KPIs

What KPIs should contractors look at to stay healthy and competitive? At Interstate Electric, Drouin uses a trifecta of budgetary KPIs to track
While there’s no one-size- ts-all answer to that question, there are somethe health of projects and the overall health of the company — budget
basic areas to consider. Here are four imperative KPIs to begin with and\eersus sales versus invoices. In general, Penaka suggests comparing the

breakdown of each:

M

Budget KPlIs

KPI sounds basic, that’s because it is. But many contractors still miss
imple metric according to Kiran Penaka, product manager for business
igence and analytics for Viewpoint, a Portland, Ore.-based camsion
ology company providing collaborative accounting and project »
gement solutions in the construction industry. “This one is basicalm

ing money?” he said. “When we started this project, things looked great
e all know all the things that can go wrong with a project.”
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following budgetary KPIs:

Budget variance

Difference between budgeted amount and actual amount
Helps keep track of expenses

Budget line items
Contract items to keep track off

Cost to date for each item and the pro t margins for them
Estimated budget

Approximate cost amount to nish a job

. Estimated revenue

Approximate revenue amount after you nish a job



tly, Penaka said. Quality KPIs also look at satisfaction on awari
evels: company to employee, employee to company, customer to »
company and company to customer. “Basically, we're looking at whether

il come back and work with me or not,” Penaka said.

Conversely, these KPIs can help show companies which customers they
want to work with more in the future. They can also show which project
types are most pro table. Using quality KPIs changed thinking at Interstate

»
“There used to be a certain view about project types that we always did as
a company for 50-plus years,” Drouin said. “But if you look at it over time,
some of those project types were actually not that pro table. So, we're
constantly monitoring project types to track pro tability.”

s directly affect budget, but they are tracked and controlled Penaka recommends comparing the following quality KPIs:

Employee churn rate
The overall turnover in a company
Percentage of employees leaving a company in a given timeframe
Rework in dollars
These are the costs associated with project mistakes and failures
Cost of re-doing work that was incorrectly implemented
Number of errors made/rework needed
Customer satisfaction score
Owner/customer’s satisfaction with the work/services
It is key to measure this at the right time in a customer’s lifecycle

companies which customers they w
in the future. They can also show which

0t profitable.




tiveness/Ef ciency KPIs

how how well the engine that is your company is actually

working, t like a dashboard on a car. Penaka said effectiveness and

ef ciency an be used on individual projects or across the company

over tim

nterstate applies these KPIs to see how the company is doing with billing
versus collecting to ensure better cash ow project by project, customer t
customer and companywide. “The billings aspect is huge,” Drouin said. “You
can bill everyone 100 percent but if you're not collecting, you're in trouble.”

Penaka recommends comparing the following effectiveness/ef cignKPlIs:

» Number of completed projects

» Number of reworks post complete
» Number of cancelled projects

» Percentage billing

» Number of change orders
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eless KPlIs

resources and understanding resource capacity.

»
ses these types of KPIs to ensure enough project capacity to
s employees working full time year-round, Drouin said. »
stantly monitoring manpower,” he said. “It’s all about not taking

to mak€ pusiness decisions where the work might not be as pro table, but
we’re going to do it just to keep everyone working.” »

These KPIs also help ensure consistency for clients. “We can now »
guarantee to deliver a project on time and on budget without fail,” he
said. “Tracking those KPIs has de nitely increased our pro tability —
and hugely increased our productivity.”
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5 are all about how effectively (or ineffectively) companies aréPenaka recommends comparing the following timeliness KPIs:

Percentage complete
Estimated completion for the project
Percentage billing
The billed amount to date compared to total contract value

h work and always keeping everyone employed. That allows »s Planned hours versus time spent

Variance between estimated hours versus actual
Time spent
Total time spent on the project to date
Resource capacity
Available resource hours in comparison to the estimated hours at
any given time



One Size Does
Not Fit All

While these KPIs are a good place to start for many contractofBgnaka
and others warn that they are not a one-size- ts-all solution. To truly
develop effective KPIs, companies must have a clear understanding of
their vision and their goals. Once those are clear, KPIs can be developed
around achieving those goals.

“It all has to tie back to your core values,” Schoppman said. “There’s no
shortage of what we can measure. And what we can measure, we can
manage. But let's make sure the things we're measuring are helping us
move forward. That means business KPIs should complement strategy.”

Drouin added that it takes a certain amount of soul searching to get it
right. “KPls are useless if you don’t know your business or your vision,”
he said. “You need to identify what's most important to your business —
where do you want to see it grow? — and then make data sets that move
you in that direction.”
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For example, Interstate adopted lean construction techniques that must be rich enough to give a complete picture of projects and the company
included doing as much prefab work as possible. So, it developed KPIs tas a whole and then strategically compare to other KPIs. It's in the decision
track how effectively that goal was being achieved. “We can tell which  of what to track and compare where companies can really tailor their KPIs to
project managers are fully utilizing prefab abilities for each project, as match business goals — and most effectively use their data.

well as percentage of use on each project,” Drouin said.
“If | only look at my speedometer, I'll end up blowing the engine — or running

At the same time, most KPIs are not useful in a vacuum. Indeed, focusing out of gas,” Schoppman said. “There’s a ne line between focusing on
too much on a single set of KPIs can be harmful. To truly have value, KPIs something and focusing too much on it.”

To truI have valueKPlIs

must be rich enough to
' omplete picture

cts and thq i

y as a whale
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ed to other KPIs.
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Don’t Fall into
the KPI Gap

Ultimately, contractors that want to stay pro table and competitive in
an increasingly data-driven marketplace must develop their own KPIs. As
more companies adopt data-integration with real-time information,eh

gap between those that are capitalizing on their data and those that are
not will quickly widen into a gap.

“Companies that aren’t using KPIs are missing the eight ball — if they're
not already behind it,” Drouin said. “Construction as a whole has always
been a little slow to adopt technology. But everyone is starting to use a

KPI-based approach. It's coming at a slower pace than it should be, but
it's also coming at a faster pace than most people realize.”
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About Viewpoint

Viewpoint, a Trimble company (NASDAQ: TRMB), is a leading global providegratéut
software solutions for the construction industry. Viewpoint softveagnables customers
to integrate operations across the of ce, team and eld to improve projectoprability,
enhance productivity, manage risk and effectively collaborate asrthe broad
construction ecosystem. With nearly 8,000 clients, including more thé&npércent of
the ENR 400, Viewpoint's innovations are transforming the constructiausgtry by fully
integrating operations across nancial and HR systems, project managt tools and
mobile eld solutions. For more information, visigiewpoint.com

Connect with us aViewpoint.conor call+1.800.333.3197%0 see rst-hand how the right construction
management software can streamline KPI metrics and transform your constion rm into a leaner,
more safe, ef cient, pro table and modern operation.
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create impactful and insightful custom content. Our clients
bene tfrom aligning with the highly-regarded editorial voice

of our industry expert writers coupled with the credibility
our editorial brands deliver. When we connect your brand to
our sophisticated and engaged audience while associating
them with the leading trends and respected editorial
experts, we get results.
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