Ask a contractor about his golf game. He can (and will) tell you about every stroke on every hole, which club he used, how far and how straight he drove the ball, and how many strokes under/over par he was. He will then go on to tell you why he didn’t play as well as he did the last time out, and what he’s going to do differently next time.

Every golfer knows he has to record and monitor his stats or else he simply won’t be able to figure out how he fares against past performance or other players, and the standards set by the course. By doing this, the golfer knows exactly what part(s) of his game needs work.

But when I ask the contractor for the same information about his business rather than his golf game, he becomes very silent: not because he doesn’t want to tell me, but because he doesn’t know.

Factors to follow

You can only manage what you measure. If you’re doing an activity where the outcome can’t be measured, you have to ask yourself: Am I wasting my time doing this? After all, how would you know if you were getting better, or worse? If you haven’t identified the Critical Success Factors (CSFs) for your business or your Key Performance Indicators (KPIs), then you simply cannot proactively run your business.

You need to monitor the following seven factors to ensure your business is successful:

1. Sales

2. Profits

3. Cash flow

4. Marketing

5. People

6. Communications

7. Fun

(I came up with these seven after dealings with many contractors, but there may be more or less for you.) Each of these factors represents outcomes you need, and each one represents several indicators that tell you whether you are meeting your objectives.

A CSF for Point # 1, “Sales”, may involve annual contract sales worth $2 million and annual service work worth $1 million. Let’s stay with contract sales for this example. If the CSF for the year is $2 million, then we can break it down to an average $167,000 per month. Now, what are the Key Performance Indicators (KPIs) that tell you in advance whether you are likely to meet your Critical Success Factor of “Sales”? How about some of these for starters:

 Level of work on hand


- How much is completed


- How much remains to be completed

 Level of ‘walk-in’ work

 Normal level of Extras on a contract

 Amount of work that has been bid but not awarded

 Amount of work that is being bid over the next three months.

 Our conversion rate

By combining all these indicators, you should be able to identify when this work will be performed and make a fairly accurate forecast for the next six months. From your history, you should be able to set up indicators for each of the elements. For example, if you are getting 20% of the work you bid and you have $4 million of bids outstanding, then you can expect to get $800,000 of this work. Upon setting up this system of CSFs and KPIs and fine tuning it over time, you’ll find your accuracy will become pretty good.

So what kinds of things can you do with the information gleaned from these projections? Well, if you’re bringing in too much work then you need to consider marshalling more forces, subcontracting out more, rescheduling work or better still raising your prices and securing less work at higher margins (it’s all about profit, not volume).

What’s really beneficial about this process is that you, as manager and leader, become proactive instead of reactive. You will learn to anticipate and handle problems before they rear their ugly heads. Your team will function with greater efficiency, and you will make more money and free up more time for yourself. Reacting to stresses and spending your time putting out fires is unproductive: better to deflect a problem than have to solve one.
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His latest book, Becoming Contractor of the Year - is the basis of his Keynote Presentation.











