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EXECUTIVE SUMMARY

As firms grow, the leadership becomes removed
from the day-to-day operations, often relying
on their teams to perform the core tasks for
fabricating and installing work on projects. The
purpose of adopting performance measures
and improvement efforts is to allow leadership
to ‘see’ work they are not directly engaged

in running. Whether they are called key
performance measures, indicators, or other
terms, effective measures to track performance
enable improvement initiatives, early warning
of problems, resource optimization, and data-
driven decision-making. The secondary benefit
of well-defined measures, as companies grow,
is that they allow the teams that are being
managed to have understanding and guidance
on what is vital to making their projects and
the company successful. Pursuing these efforts
requires an organized approach to identify

the appropriate elements of your business to
measure, manage, and implement a system

to track and share the resulting information.
The purpose of this guide is to support sheet
metal and HVAC contractors to organize

your performance measurement. Developing

a system enables clear communication of
company priorities. The principles of aligning
the performance measurement with company
priorities should persist.

Performance Measurement Plan

A Performance Measurement Plan is a formal approach
that outlines the company goals, directions, and how
to manage achieving those goals. The Plan lays out

the process, metrics, review timeline, and strategy

for communicating the performance through the
identified metrics. The steps for developing or updating
your performance measurement plan are simple.
However, the effort to develop or refine your process is
not always quick and easy.

Performance Measurement Planning Process:

Research in manufacturing has shown that firms that
implement well-defined performance management
systems see up to 50% improvements in production
and a 20% increase in returns or profits. However,
approximately 70% of companies fall short when
moving from the planning to the implementation
steps of the process. The adoption of a performance
management system can vary significantly depending
on the firm’s size and the complexity of the software
tools. This document is intended to guide you
through the four steps and provide examples to
support the process of creating or refining your
performance metrics.

PLANNING PROCESS OVERVIEW

Step 1: Plan

The key outcome from the planning step is to clearly
define the processes and scope of performance
measurement in alignment with the vision and goals of
the company. From that scope, the steps for identifying
core processes and finding the right measures to
implement should have clear direction. The session

to plan the process and scope could be a one-time
meeting or may need to be held in several small groups
for larger organizations that host multiple departments
or divisions.

© New Horizons Foundation An HVAC and Sheet Metal Industry Initiative ™ 1
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Align your
performance
measurement
with the
company goals
and objectives.

A Implement
%

Test, refine, and
scale up the data
collection from
your performance
management plan.

Use the
performance

measurement
data to inform

your current and  Navigate your
future needs.

Figure 1: The Process for adopting A performance measurement system.

business needs using
the improved data
and understanding of
your company
operations.

Step 2: Implement

Once the plan and measures are developed to

monitor your processes, the next step is to begin
implementation. Pilot efforts are encouraged to test the
complete process on a small scale, project, or specific
process to work through details, refine the steps for
gathering information, and begin to create performance
benchmarks. These pilot efforts help set the stage for

scaling the measures across the rest of the firm.

Step 3: Assess

Once the measures are defined and the process for
tracking and collecting data is in place, the incoming
metrics must be assessed. The type of information,
timing, and past performance need to be understood to
interpret what shop, detailing project, or other metrics
are telling you about your operations.

Step 4: Manage
Once the plan is developed, piloted, and data

is collected, the focus shifts from creating and
implementing the metrics to monitoring and oversight.
The data coming in should serve as operational
information, but the company leadership needs to steer
the process and decisions, using the incoming metrics
and performance to inform the progress and direction.

STEP 1: PLAN

Performance measurement can be applied to all
company processes or operations and at different

levels of planning. Planning can be at the tactical level,
such as adjusting the layout of shop space to improve
efliciency, at the operational level to learn from projects
or within divisions, or at the company level, for

better understanding which project types or general
contractors lead to more profitable work. This guide

© New Horizons Foundation An HVAC and Sheet Metal Industry Initiative ™ 2
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does not present how to perform strategic planning but
rather translates that plan into measures of company
progress and performance to achieve it.

Participants

The performance measurement effort requires the support
and buy-in of different company roles and groups.
Depending on your company’s size and organization,

one or several groups may be engaged in developing

your performance measurement system. There should be
representation from company leadership, operational leads
for the departments or divisions that are actively being
planned, and people at different levels within each to be
able to discuss the details.

Effective Metrics

When measuring and reporting performance,
measures need to:

* Be easily understood.
* Measure important things.

* Be easy to collect.

Encourage the right behavior.

Support or link to financial goals.

Scope of Measures:

Performance measures should align with the major
operations and processes your company is pursuing,
from tactical to strategic. Many items can be measured,
so one of the first tasks is understanding the critical
factors that impact success at each level. In addition, the
scope should balance internal activities and processes,
financial tracking, customer feedback or insights,

and some effort to continue to improve or innovate.
The accompanying white paper devotes a section to
each of these topics to present an array of measures,
highlighting some of the most common tracking items
for sheet metal, different ways to measure or track those
items, and collecting data, along with some tips and
alternative measures that may be helpful.

The first step towards getting somewhere is to
decide you’re not going to stay where you are.

— J.P. Morgan

Tactical - Sub-processes and Diagnostics

Tactical measures are necessary to monitor the daily
or weekly activities that make up the bulk of work
hours. They serve to keep an eye on the more detailed
sub-processes that are the output of one person or

a small group. They are often used as diagnostic
measures - putting up a red flag when they change
from the typical performance. The scope of tactical
measures in sheet metal and HVAC work cover
detailing the components or assemblies for a new
project, steps for fabricating duct or fittings in a shop,
production information for installing components

or equipment for a project, safety indicators and
reporting requirements, as well as financial tracking for
billing, procuring materials, paying vendors and your
workforce. Tactical measures are often the simplest to
define and easiest data to collect.

Operational — Business Processes and
Projects

Operational measures exist at one or more levels above
tactical measures. These tend to evaluate outcomes
of processes or project results, such as the accuracy of
cost estimates. Where tactical measures track detailed
activity, operational measures seek to draw insights
that include multiple functions and how they affect
each other. They allow you to compare performance
to understand what you are good at and where you
are the most profitable or may need to improve.
Operation objectives are often slower to change and
may be tracked at longer intervals, such as monthly
or quarterly reporting. They often build from tactical
measures to span multiple projects or divisions.

© New Horizons Foundation An HVAC and Sheet Metal Industry Initiative ™ 3
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Strategic - Pursuing Company Objectives

Strategic performance relates to advancing the
company’s vision. It may align with company
growth, entering new markets or project types,
improving profitability, or adopting key technology.
Strategic performance is often used to drive new

or evolving initiatives within the firm that are
critical to maintaining or improving the company’s
competitiveness and long-term viability.

Figure 2: Performance Measurement Pyramid

Operational

Tactical

Detailing
Financial

Fabrication
Installation

Plan your Performance Measures

The process for developing your measures should use a
workshop approach to brainstorming and prioritizing
potential measures. The plan should set an agenda for
the workshop that includes a review of the scope and
departments or processes that are the focus. A coach

or facilitator may be helpful to keep the discussion
focused. Moving from tactical measures, there is usually
a shorter list of operational and strategic metrics.

As implied by the performance measurement pyramid
in Figure 2, you should have some measures that span

all your operations, such as fabrication or installation,

at a tactical level. We recommend starting with a small
set of measures if you are developing your system for

the first time. You can measure everything, but it is
not helpful or efficient. As contractors grow, revenue,
workforce, and company footprint, it is common

for the performance management system to grow to
match. Firms should consider revisiting and expanding
the metrics as your company evolves.

Participants should come to the workshop ready to
discuss the processes you follow, your procedures

and needs, and ideas for collecting and sharing
information. Brainstorm a long list of metrics, group
them to match the processes that are being targeted,
and organize ideas to pull together related data, topics,
and measures. After the list is organized and grouped,
the measures need to be prioritized in terms of the
value or insight against the ease of gathering the data
on a regular basis.

STEP 2: IMPLEMENT

Once the plan and measures are developed, the next
step is to begin implementing them. Identifying who,
how, and when are the next steps to moving toward
the data collection step. To help document the plan,
1able 1 outlines some key elements that need to

be captured about the performance measures, with
examples illustrating the type of planning needed.
Working out the timing, the sources of information
needed for each metric, and the person within the firm
or project who has responsibility for reporting

the information is critical.

Data Collection

When implementing the process, it is vital to
understand the data source used for the metrics.

For example, suppose payroll hours are being used
for productivity. In that case, ensuring the work is
charged to the right project or account code becomes
noticeably more important. The person responsible
for reporting or tracking the hours may need some
training to understand how the information is being
used and how cost codes or work breakdown structure
are being reported. The measures are only helpful if
they report the actual performance and use consistent
categories from project to project.

© New Horizons Foundation An HVAC and Sheet Metal Industry Initiative ™ 4
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Table 1: Example tactical performance measure frequency and source planning

Measure Description Units | Source Responsibility | Frequency

Shop Labor Weight per hour of | Lb/hr | Shop material Shop Foreman | Weekly report

Productivity installed ductwork tracking and payroll submissions

Net cash flow Income received $$ Accounting Project Manager | Monthly project
minus project reviews
spending

Recordables Number of recordable | # Safety reports / Foreman Daily report of

(Safety) safety incidents Daily reports incidents, weekly

summary

Field Installation | Length of duct LF Field tracking Project Foreman | Weekly report

installed reports & payroll submissions

hours

Integrate Data Sources

After your data sources are drafted, the data must be
mapped and organized. Many data sources may be
used; the results are often raw numbers. You need to
determine how the data gets from the source report,
spreadsheet, or project management system to the
performance measurement tracking. For data requiring
calculations, the data must be reported in a standard
format, consistent units, and time intervals to allow
apples-to-apples reporting and comparisons.

Pilot your Metrics

Small pilot tests to collect data and calculate the
measures are encouraged to work through details,

refine the steps, and start to develop benchmark data.

It is not unusual for data from different sources to be
misaligned, whether using different units or other text
that will create errors. Once the pilot effort has removed
the bumps and ironed out potential the wrinkles in the
process, the efforts can be scaled up for monitoring and
assessing performance on a rolling basis.

STEP 3: ASSESS

By systemically assessing your measures, you can gain
insights into performance and continue to improve.
Checking and assessing performance, as well as

the usefulness of the measures, is a necessary part

of performance improvement following the
measurement process.

Leading vs. Lagging Measures

Lagging - measures or indicators that report results
after an action is taken or a project is complete. They
provide a historical perspective that can provide
insights into past performance. For example - the safety
Recordable Incident Rate measures the past number of
workplace incidents per total hours worked.

Leading - measures or indicators that predict future
trends or outcomes. They can be proactive, allowing
companies to adjust before problems arise. For example,
safety training hours track the total hours of training
or hours per worker but correlate to safer future
operations.
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While leading indicators sound ideal, they are often
inaccurate, difficult to measure, and sensitive to
different projects and contexts. Lagging indicators
are more precise and consistent but only provide
information or outcomes after the fact.

Baselines and Targets

Measures are only helpful when evaluated against a
target. To understand how well you perform, you need
to set performance targets that serve as your control

or comparison. Targets and measures can be reported
in raw numbers, progress as a percentage of a target or
measure, or improvement.

Setting Targets

Using past years information, performance targets
should be set to encourage desired behavior and
challenge your firm to improve. Remember to consider

targets not only as direct measurements but as progress
against your goal or a level of improvement over past
performance. As an example — perhaps your goal is to
win more projects as negotiated work:

Direct Progress Improve
Measure | Number of | % new % Increase
negotiated | projects of last year
projects that are
negotiated
Target 10 projects | 40% 20% more
negotiated | negotiated
Frequency | Monthly Monthly Monthly
Source Project lead tracking spreadsheet

Past Performance

Having multiple years of past
data is helpful to recognize and
understand variations that may
occur on annual or project
timelines.

2020 2021 2022 2023

Upcoming Year/Period
Use past performance and
data to forecast expected
performance for the coming
year (or target period).

Figure 3: Timeline of assessing and benchmarking your performance measures

Five-year Plan

Identify how the plan for the next
five years may inform critical
decisions or create specific,
tangible goals to pursue.

2024 @ 2026 2027 2028 2029
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Performance Measure Reviews Review Tasks

Reviews should be planned at consistent times or Use figures and graphs or key targets to look for
intervals to align with the timing and cycles identified trends in the data over time. These could be upward
in the Implement Step. They should be built into trajectories, seasonal or project cycles, or concerns
meetings and agendas to become a standard activity. about downward trends in performance.

The timing should be planned and adjusted to ensure
you can best use the information to identify problems
early, provide timely resources or feedback, and support
effective company decisions. These may be monthly or
quarterly review meetings or early project reviews to
ensure problems are caught promptly.

Figure 4: Productivity Tracking Monitoring example.

Il Hours Budgeted I Actual Hours
I Earned Value I Efficiency

900 120%

800

-~ 100%

600 80%
»
=
3 500
g 60%
2 400
-
300 40%
200
20%
100
0 0%

Hangers Ductwork VAV Boxes Diffusers/Grilles

Labor Tracking Scopes
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In addition to trends, data that appears out of the
normal range of performance should serve as a red flag
to dig deeper into the process or project to understand
why. Relationships between metrics should also be
sought to identify potential upstream problems. For
example, production delays in the field might result
from delays or quality issues from the shop.

Review Questions to ask:

1. How well do the measures align with
the process or business objectives being
monitored?

2. How might external factors (market, labor,
weather) impact performance?

3. Is the data being collected measuring what
we expect?

4. How is performance changing over time2

STEP 4: MANAGE
Once the plan is developed, piloted, and data is

collected, the focus must shift to managing the process,
results, and adjustments. Changes may be needed

in the process or measures to ensure the focus is on
monitoring and improving the core activities needed in
the sheet metal and HVAC contractor business.

Planning

Performance data is used to make information more
readily available, empowering the workforce to make
the best decisions, and helping company leadership
set clear targets and develop strategies to reach the
company’s goals.

Perfection is not attainable, but if we chase
perfection, we can catch excellence.

— Vince Lombardi

Resource Use

One key insight that performance measurement helps
us understand is how well resources are being used. The
feedback from measurement data should help ensure
sufficient resources are available in terms of workforce,
finances, and technology or equipment. Further,

these resources must be coordinated and allocated to
maximize their use and support productivity.

Decision-making

Management is responsible for making appropriate and
timely decisions. Having information readily available
makes it easier for leaders to identify the needs, take
corrective actions, and allocate resources.

Responsibility

Tracking and improving performance are more

likely to occur if someone is responsible for each
metric you track. The person should be able to
influence the process and measures they address. If
the person managing the metric must report on it to
the leadership, they are more likely to want to report
success in meeting targets and improving performance.

Continuous Review

While focusing on performance, it is important to keep
checking your metrics to ensure you are not missing

an important aspect of your business. Markets change,
and worker behavior changes as well. While core
metrics will likely stay helpful for years, it is important
to refresh your metrics with your annual and 5-year
planning to capture new directions or areas of growth
that need to be monitored.
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TIPS FOR GETTING STARTED

While the process is intended to be comprehensive,
here are a few tips for getting started:

1. Start Somewhere

You may not be able to perform whole company
planning and performance measurement - that’s fine.
Start with the scope and sphere of influence you have
right in front of you. Identify metrics and targets for
the processes you manage, start collecting data, and
analyze how you are doing. See what your colleagues
track and compare what you collect and how you
manage it.

2. Keep it Simple

You can measure everything, but most of it won't be
helpful or help you make decisions. Keep the metrics
simple and easy to collect and be sure they inform us
how the process supports company success.

3. Training and Support

Many people in our industry are not trained in
business analytics. You will need to find help to
provide training and support to others as this process
is implemented. Remember to focus on metrics
supporting the core business and company direction

and make this a resource for your team, not a burden.

4, Create a Dashboard

The information is not helpful if no one can see it.

Find a way to make a dashboard or visual tracker, hang

it in a job trailer or the office, and email updates or

summaries to everyone before meetings. While no one
enjoys poor performance, more eyes will lead to more

potential feedback and improvements.

That which is measured improves. That which is
measured and shared improves exponentially.

— Karl Pearson

5. Use the Data you Have

There may be a desire to invest in new software or buy
some type of tracking technology. Before spending
money to track your measures, start with the systems
you have and figure out what works and what is really
needed. If you have a good start on tracking, you will
be better positioned when reviewing software tools.

6. Involve your People

You probably already have ideas on what you want

to track but engage your team to get their insights
and buy-in. They are more likely to support adopting
measures they had a say in identifying and developing.
Also, reach out to your customers to ensure you
continue delivering what they value.
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