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Many laboratories provide outreach testing services to their community but may be unsure of their 
programs’ profitability.  By identifying and evaluating key metrics related to the outreach program, 
laboratory leaders can assess a program’s overall profitability and pinpoint unprofitable clients that 
may be affecting the program’s bottom line. 
   
Key Outreach Metric Development 
 
One of the essential components of running a financially successful outreach program is developing a 
system of key metrics.  To facilitate evaluation of these metrics, it is particularly useful to develop 
them either in a spreadsheet or relational database format (e.g., Microsoft Excel or Access).  The 
metrics should then be monitored on as real-time a basis as possible.  Table 1 shows a portion of a 
key metrics worksheet. 
 

Table 1:  Key Metrics Worksheet 

Metric Month 1 Month 2 Month 3 

Number of Requisitions 9,744 11,545 9,826 

Billable Test Volume 22,100 26,683 23,056 

Net Revenue $401,733 $478,897 $435,659 

Salary and Benefits $101,345 $101,345 $97,817 

Supplies $65,910 $90,645 $76,596 

Contracts $60,775 $70,199 $75,301 

Allocated Expenses $107,732 $130,650 $107,097 

Total Expenses $335,763 $392,839 $356,811 

Net Profit $65,971 $86,058 $78,848 

Profit Margin 16.4% 18.0% 18.1% 

Number of Tests per Requisition 2.3 2.3 2.3 

 
As indicated in Table 1, the identified metrics examine many aspects of the outreach program.  These 
metrics can be used for a variety of purposes such as monitoring test volumes, revenue, and expenses 
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as well as for program forecasting and profitability evaluation.  Let’s take a closer look at how these 
metrics can help gauge and improve outreach program profitability. 
 
Profitability Assessment and Improvement Approach 
 
The answer to one key question defines whether or not an outreach program is profitable:  “Is 
revenue greater than expenses?”  If a program is not profitable or the profitability level (margin) is 
low, efforts need to be made to resolve the situation as expeditiously as possible.  Some activities that 
can be conducted to improve profitability include: 

 Evaluate laboratory operations to reduce cost of testing. 
 Evaluate profitability by account. 
 Evaluate profitability by market segment. 
 Evaluate billing system practices and collection effectiveness. 
 Revise pricing, shed unprofitable accounts, or leave unfavorable market segments. 

 
One of the most difficult tasks that outreach managers struggle with is identifying and addressing the 
issues involved in program profitability.  To assist in this effort, a process based on a combination of the 
concepts of the Lean Six Sigma tools “DMAIC” and “DMAVI” can be employed, as outlined below:  

 Define 
 Identify system goals (e.g., 15 percent pretax margin) 

 Measure 
 Develop/apply key metrics and tools 

– Cost of testing 
– Revenue by client 
– Profitability by client  

 Analyze   
 Assess profitability of program/clients 
 Develop working strategy  

 Verify   
 Develop forecasts for revenue, expenses, test volume, profitability 
 Formulate strategy 

 Implement 
 Shed unprofitable clients 
 Adjust fees 
 Reduce expenses concurrently 

 Control   
 Continuously monitor metrics 

– Statistical reports 
 
Prioritizing Profitability Improvement Activities 
 
The first step in an effective strategy for tackling profitability issues is to define and prioritize the 
elements to be addressed using a series of evaluation matrices.  For instance, a good starting point 
would be to assess key metrics related to the revenue component of the program, such as profit 
margin, accounts receivable, new sales, and cost of service.  A priority matrix can then be applied to 
these metrics to identify improvement targets, as shown in Table 2 on the next page.  
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Table 2:  Priority Matrix - Revenue Component 

Criteria 1 Criteria 2 Criteria 3 Criteria 4 
 Profit 

Margin 
Accounts 

Receivable New Sales Cost of 
Service 

Importance 
Factor 10 10 10 10 

Score 3 7 5 8 

Weighted 
Score 30 70 50 80 

 
To appropriately prioritize areas that need attention, an importance factor and objective scoring 
system should be developed for each metric and a weighted score calculated for each by multiplying 
the importance factor by the score.  Items with the lowest weighted scores should be the first 
priorities for further investigation. 
 
A recent project utilizing this approach showed that despite an outreach program’s low cost of 
service (which resulted in a favorable score for that metric), the profit margin for client-billed 
accounts was unprofitable.  Additionally, some individual high-volume clients were so unprofitable 
that they made the program unprofitable overall.  In this case, either prices were raised for those 
clients or they were dropped within 60 days. 
 
Similarly, a priority matrix to evaluate the cost of service component can be developed as shown in 
Table 3 below: 
 

Table 3:  Priority Matrix - Cost of Service Component 

Criteria 1 Criteria 2 Criteria 3 Criteria 4 
 

Salaries Supplies Contracts Other 
Overhead 

Importance 
Factor 10 10 10 10 

Score 8 8 5 7 

Weighted 
Score 80 80 50 70 

 
In this example, the client was using an external courier service that operated over a wide geographic 
area with a number of duplicate routes, a low number of specimens on some routes, and very 
frequent pickups at numerous clients, including low-volume clients.  In this case, the client worked 
with the courier service to redefine the routes and service standards and decreased courier costs by 50 
percent in 30 days. 
 
Once the primary issues impacting profitability have been identified and evaluated through the 
application of priority matrices, a plan must be developed to resolve the issues in a timely manner to 
correct their negative impact on program profitability. 
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Planning and Timeframe 
  
If an outreach program is in a turnaround situation, a realistic plan and timeframe must be developed 
to resolve the issues affecting profitability.  Most turnarounds can be accomplished within six to nine 
months.  However, completing a turnaround, even within that timeframe, requires a thorough plan, 
continual focus on the plan, decisive action, discipline, and being prepared for setbacks. 
 
Conclusion 
 
Improving outreach program profitability is an important undertaking that requires a sound approach.  
Developing a set of key metrics, applying a decision matrix to identify key issues, and devising and 
executing a comprehensive turnaround plan with a reasonable timeline can help position an outreach 
program for financial success. 
 
 
For more information, please call us at (800) 860-5454, ext. 453, or visit www.chisolutionsinc.com.  
 
 


