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Executive Summary
Most organizations have developed key performance indicators 

and metrics to help monitor and manage various aspects of 

their business. But too often, companies fail to track the most 

useful metrics on the health and operational effi ciency of their 

business.

This white paper explains why you need metrics and presents 

a framework to help you develop and use them. It also 

identifi es and describes key metrics that every company should 

use and emphasizes the need to review them regularly to 

ensure they support your organizational goals.

Enterprise Metrics
Every organization needs key performance indicators to 

monitor and manage various aspects of their business. 

Balanced Scorecard, widely used in large enterprises, provides 

a useful framework for organizing metrics into four main areas: 

fi nancial, customer, process and innovation/learning. Many 

organizations have found that understanding and applying 

Balanced Scorecard concepts to the development or use of 

metrics is complex and requires extensive training. However, 

metrics are essential to understanding and improving an 

organization’s performance and fi nancial health.

About the Institute of Management 
and Administration (IOMA)
For over 20 years, IOMA has been an independent 

source of exclusive business management 

information for experienced senior and middle 

management professionals. IOMA products are 

created with two key goals in mind: to help you 

improve your on-the-job effi ciency, and to enhance 

the fi nancial performance of your organization.
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When transactions are processed, metrics should 

be used to ensure that the transactions are being 

performed properly, effi ciently and effectively. When 

changes are made, metrics are needed to see if the 

changes are having their intended impact and to ensure 

that process improvements and projects are progressing 

and achieving their intended goals.

Before you attempt to develop and use metrics, it’s 

critical to set some ground rules to ensure that the 

metrics will address key needs and enhance your 

organization’s performance. The purpose of each 

metric should be clearly identifi ed, clearly defi ned 

and effectively communicated to all affected parties. 

Disagreements are often due to different interpretations 

of what is being measured and reported.

Effective metrics also have the following attributes:

They align with your organization’s goals, vision and • 

mission.

They address your organization’s key pressures and key • 

challenges.

They measure and help to enhance effi ciency (cost, • 

effort, timeliness).

They measure and help to enhance effectiveness • 

(quality, compliance, impact of changes).

They are actionable so that appropriate actions can be • 

taken to address and resolve issues.

They comply with privacy issues and regulatory • 

requirements.

When you develop and use metrics, you should avoid 

the following pitfalls:

Too many metrics.• 

Metrics that are not actionable.• 

Metrics that are not timely.• 

Metrics that may be useful for others but are not • 

reasonable or appropriate for your organization.

Metrics that are ill defi ned or easily misinterpreted.• 

Metrics that drive the wrong behavior.• 

Metrics that require excessive data collection.• 

A Metrics Framework
Many approaches and tools have been used to design, 

develop, implement, use, interpret and act on metrics. 

Weaknesses and problems that people have found with 

other approaches and tools have led to the development 

of a simple, easy to understand framework that can be 

used to quickly develop useful metrics.

The seven steps of this framework are:

1. What is to be measured?

2. Why is it measured?

3. When should it be measured?

4. How is measurement taken or done?

5. How are measurements calibrated?

6. How are measurements reported?

7. How are measurements used?

Each of these is described briefl y below:

What Is to Be Measured?

The fi rst step is to identify and defi ne what is being 

measured. While the defi nition may need to be updated 

after making a fi rst pass through the subsequent steps, 

it is key to document and obtain agreement by all parties 

affected by the metric.

Why Is It Measured?

The purpose for having a metric should be specifi ed. 

In describing the purpose, the focus should be on the 

problems, issues and/or reasons for monitoring. It is also 

useful to articulate what decisions can or might be made 

or affected based on outcomes.
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When Should It Be Measured?

Several factors should be considered in deciding when 

to take measurements. There may be contractual 

or regulatory constraints. There are costs and effort 

associated with capturing data. For some metrics, high 

accuracy is critical; for others, less precision is suffi cient. 

For some, a baseline of historical information is needed 

so future measurements can be interpreted properly.

How Is Measurement Taken or Done?

As with deciding when measurements should be taken, 

cost and effort should be taken into account. When a 

large number of measurements are to be taken, they 

should be a byproduct of the transaction processing or 

workfl ow system, and automated if at all possible. This 

will be the case if a robust automated solution is in place. 

If not, the manual capture of relevant information by the 

participant or a third party observer can be used. The 

latter is far more costly and more susceptible to errors.

Sampling is a technique that can dramatically lower the 

cost and effort of measurement and is useful in situations 

where there is limited automation. Instead of capturing 

100% of activity, it is often possible to collect a sample 

that will provide suffi cient information at lower cost.

For metrics where information needs to be collected 

only once or infrequently, paper based or online surveys 

can be used. A problem with many surveys is clarity and 

interpretation of questions. If multiple choice questions 

are used, there may also be different interpretations of 

some of the choices.

How Are Measurements Calibrated?

If a metric is being developed to see if a process is 

staying in control, getting out of control, or if changes are 

having their intended effect, it’s important to collect data 

and develop a baseline against which future data can be 

compared.

Missing data or inconsistent samples may distort results. 

When data is collected, especially when it is collected 

manually, there may be errors. Small errors may not be 

signifi cant, but understanding the accuracy and possible 

sources of inaccuracies can help improve the reliability 

and utility of a metric.

How Are Measurements Reported?

Just as there are many ways to collect data, there are 

many ways to report results. Several factors affect 

how measurements should be reported,  including 

whether or not the information is needed in real time to 

control a process, and whether the party receiving the 

information has particular needs or preferences. The cost 

and effort of reporting as well as information timeliness 

requirements are also factors.

How Are Measurements Used?

The main ways measurements should be used are:

To assess deviation from or compliance with plans, • 

forecasts, budgets or expectations,

To identify problems, potential problems or • 

opportunities,

To perform cause and effect analysis,• 

To determine the effectiveness of corrective actions,• 

To more effectively manage resources, and• 

To determine if parties are in compliance with Service • 

Level Agreements (SLAs).

Measurements should not be used to place blame or to 

“game the system.”

For each metric, answers to each of the seven steps 

should be documented and reviewed by the parties 

involved in or affected by each of the steps. It is often 
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necessary to revise based on their input. At times, 

several related metrics are identifi ed and the review 

process should include an analysis of all of them. The 

seven steps should be done relatively quickly; a long, 

drawn out process is typically not effective and may 

involve a lot of fi nger pointing. It is better to develop a 

metric, start using it, and decide that is no longer needed 

than it is to spend a lot of time arguing about its merits.

Must Have Metrics
An important reason for capturing metrics is to benchmark 

your own organization against others. If a metric is 

signifi cantly worse for your organization than it is for others, 

it’s important to fi nd out why, fi nd out what can or should 

be done to improve, implement appropriate changes and 

make sure that the changes have the intended effects.

Every organization should have Input, Process, Output 

and Project metrics. Within each of these areas, cost, 

quality and timeliness should be measured. Virtually all 

organizations have metrics to track costs but many fewer 

track quality or timeliness.

A major problem with most cost metrics is they are 

very diffi cult to use for benchmarking against other 

organizations. While measuring cost per transaction is 

useful, the factors and calculations often vary greatly from 

one company to another. Despite that, cost per transaction 

is the top metric reported by nearly every major research 

organization that performs benchmarking surveys. In 

April 2010, a research report from Forrester Research 

[Finance and Procurement Work Together to Achieve AP 

Invoice Processing Excellence] indicated that the number 

of transactions processed per FTE (full time equivalent) 

is a metric that can more easily be used to compare one 

organization’s performance to another. That report did point 

out that even the number of transactions per FTE metric is 

affected by differences in how transactions are defi ned.

Quality and timeliness metrics in each of the four areas 

are addressed in the rest of this white paper.

The specifi c metrics that should be used are dependent 

on many factors, including the process to be monitored, 

the technology that is in place, the cost, effort and need. In 

addition, the risks of monitoring or not monitoring should 

be included in deciding whether metrics are needed.

Input Quality
Nearly every department within a company develops 

and uses metrics to manage what takes place within 

the department. While this inward focus is important to 

ensure that operations are running effi ciently, it often 

misses opportunities to dramatically improve productivity.

Most people are familiar with the phrase “garbage 

in, garbage out” and understand that when the data 

associated with a transaction is incorrect, there may be 

signifi cant effort required to clean up the data before it 

can be used. Even worse, incorrect data can result in 

posting an incorrect transaction.

Inputs are received in many different ways. Some 

come in via paper, others by email, phone or fax. Some 

are received electronically either via a feed from an 

automated system or by manual input by the originator 

though an automated application. Those that come in via 

paper, email, phone or fax require a transcription process 

to put the information into a structured form.

According to surveys by IOMA, Aberdeen Group 

and Forrester Research, exception processing in any 

organization is costly and reduces overall productivity. 

Many exceptions are due to missing, incomplete or 

inaccurate information from inputs. Despite this, many 

organizations do an inadequate job of measuring the 

quality of the inputs that are received. They often spend 
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their branches were incomplete or incorrect. Most of 

their other branches had over 90% accuracy.

As most companies do not measure input quality, there 

are few benchmarks available for comparison. However, 

when people are asked about acceptable levels of input 

errors, most indicate that a 5% rate is too high and 10% 

is unacceptable. In comparison, a process that achieves 

six sigma accuracy has only 3.4 errors per million. Ten 

managers of diverse processing operations, some with 

highly automated inputs and some with only manual 

inputs, were asked to monitor a simple metric of input 

quality for one day. Eight were shocked to report that the 

input error rates were more than 10%.

Input Quality: A Real World Example

An insurance company known for selling insurance 

directly to consumers was concerned with the cost 

of handling phone calls from prospective customers 

to get quotes. To reduce costs, they implemented a 

system to allow customers to obtain quotes via their 

web site.

Their focus was on reducing costs but they did not 

fully understand the complexity and interdependency 

of possible options and did not focus on making 

sure that input quality was suffi cient to provide a 

meaningful and accurate quote. The initial version 

of the web application did not have suffi cient edit 

checks to ensure data accuracy, consistency and 

completeness. The new method of data collection 

proved to be very costly and resulted in many 

phone calls from confused and frustrated prospects. 

Furthermore, the company had no information about 

the number of people who started to use the web 

application but abandoned it partway through the 

submission process.

fi ve to ten times as much time and effort dealing with the 

small percentage of transactions that require exception 

processing than with transactions that do not require 

special intervention. Exceptions are often due to lack of 

training, inadequate communication or poor processes 

associated with the people or systems that provide inputs.

When a process is highly automated, information about 

input quality can often be captured at low cost as part 

of the input capture process. When a process is manual, 

capturing information to measure input quality can be 

costly. In the latter case, sampling can be used to collect 

suffi cient information to obtain insights into the types 

of input quality problems. Over time, lists of the types 

of problems should be developed so that patterns and 

trends can be identifi ed. Detailed analysis of as few as 

100 transactions with input quality issues can typically 

identify most of the types of problems. Once the types 

of problems have been identifi ed, appropriate corrective 

actions can then be taken to reduce or eliminate many 

types of input quality problems.

Surprisingly, many organizations do not have any metrics 

in place to measure input quality. In a few surveys, 

companies that do have some measure of input quality 

often report error rates in excess of 5%. The author of 

this study has spoken extensively with managers of a 

wide range of transaction processing operations with 

varying levels of automation. Based on these discussions 

and statistics that have been captured by 10 of these 

managers, it appears that actual input quality is probably 

signifi cantly worse. One company with an operation 

that receives 96% of its orders electronically found that 

17% had input errors that required manual intervention. 

Eighteen of the 24 people in the department worked 

full time on resolving discrepancies. Another found that 

nearly half of all service requests submitted by two of 
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The lack of receiving information was easily corrected 

by installing equipment and training the people at 

each of the company’s loading docks. To reduce 

the number of discrepancies due to purchase order 

changes, the backlog of held invoices was analyzed 

by vendor and buyer. By getting a few buyers to use 

new processes for change orders, starting with the 

vendors with the most discrepancies, the company 

dramatically reduced the future workload in accounts 

payable. The additional up front work by buyers 

to ensure the prompt processing of changes took 

less time and effort than they were spending on 

investigating and resolving changes after the fact.

Input Timeliness
When transactions take too long to reach the department 

responsible for processing them, signifi cant time can be 

wasted locating the original transactions and responding 

to inquiries from the originators as to the transactions’ 

status. Late receipt may result in lost discounts, lost 

interest or erroneous extra charges. Even worse, 

when transactions are not handled promptly, duplicate 

transactions may be submitted and processed.

For many organizations, when transactions are paper 

based, the amount of time it takes a transaction to 

get to the right department is sometimes measured in 

weeks, whereas the amount of time it takes to get the 

transaction through that department is usually measured 

in minutes or days. Delays in getting transactions to the 

right place are largest in operations where transactions 

are paper based.

With automated data capture, input timeliness is usually 

improved signifi cantly. Even where the vast majority of 

transactions are received electronically and fed directly 

into an automated system, those that are not received 

An analysis of their telephone process and their 

web process was performed along with a review 

of the forms and quotation services provided by 

competitors. The analysis dramatically changed the 

company’s understanding of what was needed 

as well as how to obtain the information from the 

consumer with less effort and greater accuracy. Their 

re-launch of the quote service included the capture 

of abandonment rates and revisions made by their 

prospects. The company continued to monitor input 

quality and effort. That information was used to 

further enhance their service. When a smart-phone 

version of their quote service was launched, it went 

smoothly.

Input Quality: Another Real World Example

The purchasing department of a manufacturer put 

in place a comprehensive system for the electronic 

ordering of raw materials. Changes to orders were 

rarely entered into the system. No procedures were 

in place for the people responsible for receiving 

shipments. As a result, when invoices were received 

electronically by accounts payable, the system 

often put them on hold or rejected them due to 

discrepancies. Manual intervention was required to 

obtain and capture needed information.

Although the new system was only used for a small 

percentage of the company’s orders, accounts 

payable was spending over half of its staff time 

on these exceptions. The information needed 

to determine the sources and magnitude of the 

problems was easily available from their system. 

However, people were so busy trying to correct 

problems manually that they never had time to 

determine the scope or come up with solutions to 

eliminate the problems.
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untimely receipt is often blamed on the receiving party 

rather than the originator. When companies measure 

input timeliness, they often fi nd that it takes a paper 

document between two and three weeks to get to the 

department responsible for processing the document. 

When documents are sent directly to the right 

department, the time is often cut to two to three days. 

Sending documents as email attachments can reduce 

the time to minutes, and online direct feeds reduce the 

time to seconds or even less.

Input Timeliness: A Real World Example

Doctors associated with a major hospital would often 

order tests for inpatients and outpatients. When tests 

were ordered, the patient typically hand carried the 

order to the appropriate lab, had the appropriate tests 

and waited, often for hours and sometimes for days, 

before the doctor received the results of the tests. 

While the hospital operations were very effi cient at 

analyzing the results, getting the results back to the 

requesting doctor appeared to be very slow.

The hospital began to measure input timeliness, 

which they defi ned as the amount of time 

between the availability of test results and the 

time the requesting doctor received them. They 

also measured how long it took to perform and 

analyze various types of tests. They found that for 

many types of tests, performing and analyzing the 

results took less time than getting the results to the 

requesting doctor. They then analyzed the delivery 

delays by the type of test, and by the location of the 

doctor versus the location of the testing lab. Not 

surprisingly, they found that the longest delays were 

associated with doctors located in different facilities 

than the labs. There was little variability based on 

type of test.

electronically can represent a signifi cant volume. 

Applications need to allow for multiple automated input 

methods. Web based applications that can be used 

by the transaction originator have been successful for 

many types of applications, including service requests, 

ordering, account opening, customer inquiries, bill paying 

and making reservations. In many but not all cases, 

smart phone based apps can also be deployed.

When transactions are paper based, input timeliness 

can be improved by using PO boxes, lock boxes and pre-

addressed envelopes so that the transaction gets from 

the originator to the processing department with few or 

no intermediate parties.

While input quality problems reduce productivity due 

to the need for exception processing, input timeliness 

problems also reduce overall productivity. Second and 

third requests and status inquiries require the processing 

department to spend time investigating rather than 

reviewing, approving and processing transactions.

As with input quality, when a process is highly automated, 

information about input timeliness can often be captured 

at low cost as part of the input capture process. When a 

process is manual, capturing information to measure input 

timelines can be costly. In the latter case, sampling can 

be used to collect suffi cient information to obtain insights 

into the source and cause of input timeliness problems. 

Similar to the steps that can be taken to reduce input 

quality problems, lists of the types of problems should be 

developed so that patterns and trends can be identifi ed. 

Appropriate changes can be implemented to reduce or 

eliminate many types of input timeliness problems.

Input timeliness is much easier to measure than input 

quality. However, like input quality, few organizations 

monitor and report input timeliness, even though 
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The hospital realized that their focus on providing 

very effi cient testing and analysis had missed 

a signifi cant component of the total transaction 

time from requesting a test, performing the test, 

analyzing the test and getting the results back to the 

requesting doctor. Nearly all of the test results were 

in electronic form, but the hospital was still delivering 

results by moving paper. By implementing a system 

to deliver the results electronically, virtually all of the 

input timeliness problems went away.

Process Quality
Almost every operating department of every organization 

measures process quality. Many techniques are used 

to measure, monitor and report on process quality. The 

most important factors to measure and report on are the 

types of errors detected, error rates as a percentage of 

total transaction volume and associated costs of repair. 

When developing process metrics, the cost and effort 

required to measure and detect problems should be 

considered. Also important but often missed are the 

risks associated with undetected errors and with errors 

that are not detected until long after the error occurs. If 

a transcription or data entry error is caught and corrected 

before the transaction is posted, the impact is much 

lower than if it is not caught until much later or at all.

Total Quality Management (TQM), Six Sigma and many 

other tools and techniques can be used to develop 

metrics to measure process quality. These tools and 

techniques are extensions of work done over 100 years 

ago by Frederick Taylor, who invented the fi elds of “time 

and motion study” and “scientifi c management”. Taylor’s 

insights have led others to identify metrics that are 

typically specifi c to the process being monitored. 

Companies often report process error rates in the 

range of 1% to 2%. As it is useful to see how a 

company is doing versus others, many participate in 

benchmarking surveys. In the mid-1980s, Xerox Rank 

developed the idea of using benchmarking to assess 

how one company’s metrics compare to similar metrics 

used by others. However, when comparing metrics 

across organizations, there may be differences in what 

is actually being measured that make comparisons 

meaningless. For example, two companies that are 

fulfi lling orders may use the same metric to measure 

success rates for the accurate completion of orders. 

However, if one company’s orders are for a single 

product or service and the other company’s orders are 

more complex, a lower success rate for the second 

company does not necessarily mean lower quality.

Dashboards can provide valuable information for 

monitoring process quality for both continuous and 

discrete processes. When error rates exceed predefi ned 

limits or are trending in the wrong direction, a dashboard 

can highlight the problem. A dashboard that includes 

facilities to “drill down” to individual transactions is 

even more powerful in that it allows for better process 

management so that corrective actions can be taken.

Process Timeliness
One of the most frequent questions received by any 

processing organization is, “What’s the status of my 

transaction?” In an operation where transactions are 

processed manually or where there is a review and release 

before the transaction can be posted, the time and effort 

spent providing answers to such questions may be more 

than that required for the transaction processing itself.

Process timeliness should measure the time from the 

receipt of a transaction until the transaction is posted 

or rejected. If the processing organization is not able to 
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Process Timeliness: A Real World Example

A bank used cycle time as a key measure of the 

effectiveness of its various departments. Some 

were highly automated, with little or no interactions 

with third parties. Others had many manual steps 

and often spent signifi cant time waiting for other 

departments within or external to the bank to provide 

information so that transactions could be completed. 

Departments with long wait times that were out of 

their control were ranked as poor performers.

The head of one of the “poor performing” 

departments came up with several metrics to measure 

the process timeliness of the steps performed within 

her department and those that were not. A dashboard 

showing the overall backlog of transactions split them 

into those that were waiting to be processed, those 

that they had started processing and those that were 

awaiting input from a third party. Total time and the 

time spent waiting for third party responses were 

tracked. The manager showed that the long cycle 

times were due to steps outside of the department’s 

direct control. Further breakdowns identifi ed specifi c 

third parties who were slow to respond. In several 

instances, the delays were shortened by following 

up more quickly. In other instances, alternatives for 

obtaining the needed information were identifi ed and 

new processes were implemented.

Based on the one department’s analysis, the bank 

refi ned how it measured cycle times. It focused 

differently on how to measure, control and 

improve directly controllable processes and third 

party processes. They set up standards based on 

whether or not the department could process the 

transaction without contacting a third party. They 

also set standards based on the costs and risks if 

process a transaction without third party intervention, 

process timeliness may be adversely impacted by 

actions that are outside of the processing department’s 

control.

When measuring process timeliness, the time from 

receipt to posting is referred to as “cycle time.” In 

a highly automated process such as authorizing and 

posting credit card transactions, cycle time may be 

less than a second. In processing a new mortgage 

application, opening a new account or processing an 

insurance claim, cycle time may be days or longer. When 

a transaction cannot be completed until a third party 

takes needed actions, the associated delays should be 

measured and monitored separately. In such situations, 

separate metrics should be tracked for the parts of cycle 

time that are directly controllable and those that are 

uncontrollable.

Tracking how long a transaction is waiting to be 

processed is referred to as “aging.” In many transaction 

processing systems, transactions awaiting a response 

from a thirty party are often put “on hold” with no 

further information. Automated workfl ow systems 

typically provide much more information and include 

functionality to perform follow ups to third parties as well 

as appropriate escalations when normal wait times are 

exceeded.

Process timeliness information should be used to set 

and track service standards. With some automated 

transaction processing systems and many automated 

workfl ow solutions, it is possible to follow up, re-prioritize 

or reassign transactions that are close to or exceed 

timeliness standards. Looking at trends, process 

timeliness information can help to identify the types 

of transactions that might be improved the most via 

additional automation.
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the transactions were not processed promptly. For 

example, for some departments and products, the 

standard metric was to complete the transaction by 

the end of the business day on which the transaction 

arrived at the department. For others, it was by 

the end of the next business day. If a transaction 

required another department to get involved, typically 

one to three days were the baseline metric. For 

some of the standards, legal requirements had to 

be met. Some standards were driven by the bank’s 

marketing and promotion claims. Over time, as 

the bank improved and automated processes and 

used more real-time dashboards, it was able to 

signifi cantly tighten standards.

Output Quality
Output quality is directly linked to process quality. 

Process quality measures how well problems are caught 

and corrected within the process, whereas output quality 

measures problems that were not detected until a 

subsequent party or process received or used the output 

from the process.

Service level agreements (SLAs) between two parties 

often specify output quality metrics to measure the 

accuracy of transactions. Some agreements use 

phrases such as, “professional and workmanlike manner 

consistent with industry standards.”. Unfortunately, 

phrases like these are ill defi ned and diffi cult to interpret. 

Furthermore, they violate several of the principles of 

metrics identifi ed at the beginning of this paper.

Problems that are not promptly detected may be costly 

to fi x and may hurt an organization’s reputation. The 

Internet is fi lled with web sites where customers post 

complaints about real or potential problems.

Returned mail and bounced emails are symptoms of quality 

problems, as are customer inquiries and complaints. Other 

indications that output quality is an issue are the large 

number of fi rms that specialize in fi nding and recovering 

erroneous payments and the number of fi rms that audit 

bills and contracts for compliance.

Studies have attempted to quantify the total cost of 

errors and differentiate between errors caught as part of 

a quality control process, those caught “after the fact,” 

and those that go undetected. While the studies make 

for interesting reading, there is no formula that applies to 

all situations. What is clear is that the later a problem is 

detected, the higher the costs associated with correcting 

the underlying problem.

When measuring output quality, it is important to capture 

the following information about each problem: the type 

of problem, the amount of money involved and what had 

to be done to detect the problem. The amount of time, 

actions, effort and costs associated with detecting and 

correcting the problem should also be tracked.

Over time, information about output quality should be 

used to make process improvements. After process 

improvements are made, process quality should be 

compared to the quality before the changes to ensure 

that the changes are having the intended effects.

Output Quality: A Real World Example

An insurance company used a third party audit fi rm to 

review their accounts payable transactions to fi nd and 

recover overpayments that the company had made to 

its vendors. They were surprised at both the number 

of errors they had made as well as the total amount 

of money involved. As part of the engagement, 

the audit fi rm provided the company with detailed 



White Paper • Must-Have Metrics for Enterprise Information Capture and Management • Page 11

information about the types of errors that were 

detected and suggested process changes to catch 

many of the errors before funds were disbursed.

By eliminating duplicate vendors from their vendor 

master fi le and adding additional daily checks of 

certain types of transactions and certain vendors, the 

company eliminated over 90% of the types of errors 

that were detected by the third party audit fi rm. 

They also introduced an internal audit step as part of 

their accounts payable process and eliminated even 

more errors. They subsequently used the same audit 

fi rm and followed that up with a secondary audit by 

another fi rm. The total number of errors and amount 

of money paid out in error was reduced to less than 

1% of what had been found previously.

Output Timeliness
When transactions are not completed in a timely fashion, 

the parties expecting to receive the results may request 

status updates. Such requests may take valuable time 

away from actually processing the transactions. When 

one step in a series of steps takes too long, subsequent 

steps are delayed and may need to be rescheduled. 

When outputs are seriously delayed, discounts may be 

lost or fi nance charges may be levied. Failure to complete 

transactions within agreed upon timeframes may result 

in contracts being cancelled or future business lost. In 

extreme cases, failure to complete transactions on time 

may result in fi nes, penalties or costly litigation.

In addition to having metrics for output quality, most 

service level agreements have output timeliness 

standards. When output timeliness metrics are specifi ed, 

they should take into account that some transactions 

cannot be completed in a timely fashion due to late 

receipt or third party delays.

Output Timeliness: A Real World Example

A health insurance provider was notorious for 

slow payment of claims. Many healthcare service 

providers refused to accept patients covered by that 

carrier. The company ranked last on nearly all surveys 

of health insurance providers. As a result, the 

insurance company’s revenue and profi ts dropped 

substantially.

To turn things around, the insurance company 

carefully reviewed its automated and manual 

procedures for claims processing. As part of the 

changes to their processes they also developed 

some key metrics to measure output timeliness and 

included commitments within their new contracts 

with healthcare service providers:

”All claim requests will be entered into our claims 

processing system within 3 days of receipt.

“If the claim does not have suffi cient information 

to be fully processed, the service provider will be 

notifi ed within 4 days of receipt.

“If the claim has proper information, the service 

provider will be paid within the agreed upon terms.”

Within a few years, the insurance company 

developed a portal whereby service providers 

could log in and enter claim requests and see the 

status of each claim within one day of submission. 

Many problems that previously took days or weeks 

were now caught when submitted. The company’s 

reputation increased greatly, more service providers 

agreed to accept customers covered by the 

company. In addition, costs dropped and profi ts 

increased.
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Were this period’s deliverables completed and did • 

they work as expected?

Were you unable to work on or complete some • 

project task you were to do, due to failure of some 

other party?

Did you discover anything that would adversely • 

affect project completion?

By collecting and monitoring the responses, project 

managers could quickly see if and where problems 

were occurring. They could then fi nd out more about 

the low rated items and take corrective actions.

This procedure has dramatically reduced the 

number of problem projects and improved project 

productivity.

Project Timeliness
While the end results of a project are the key goal, 

it is also important to track the project to ensure it is 

proceeding on schedule. If a project slips, corners may 

be cut, functionality may be reduced and testing may be 

insuffi cient to ensure that the system performs properly. 

When a project slips, quality often suffers even more.

Many project management tools are available to track 

the status of project activities and actual versus planned 

completion dates. While the mechanisms for capturing 

information and the facilities for reporting have changed 

greatly, the available tracking tools still largely draw on 

two methodologies that were developed over 50 years 

ago. In the late 1950s, the Program Evaluation and 

Review Technique (PERT) and the Critical Path Method 

(CPM) were developed. Activities and milestones 

are identifi ed. Network diagrams are used to show 

interrelationships and precedence relationships among 

activities. Network diagrams help to identify activities that 

Project Quality
Process driven organizations are constantly under pressure 

to improve. At any time there may be one or more projects 

underway to make improvements that will result in 

increased processing effi ciency and effectiveness. While the 

goals of such a project may be clear, there are sometimes 

few metrics in place to measure the project’s effectiveness.

When building the business case for a new project, 

measures of project quality should be identifi ed and 

those measures should be reviewed over the course 

of the project. For example, each major deliverable 

could be measured to determine whether it meets the 

requirements and produces the intended and needed 

results and performance objectives. Individual project 

team members may have specifi c responsibilities for 

maintaining, monitoring and reporting on the quality 

of their work. Additionally, other people may have 

specifi c responsibilities for measuring the quality of the 

work product. Quality assurance, design reviews and 

acceptance testing are all used to measure project quality.

The greater the visibility and the impact of the project, 

the more important it is to closely monitor project quality. 

Small projects that affect a few people require less 

scrutiny, but even those projects should have metrics 

for assessing how well the project is being done and 

whether the intended results are being achieved.

Project Quality: A Real World Example

One company developed a simple approach to 

monitoring the quality of its projects. For most projects, 

metrics were captured weekly. For large projects, they 

were captured monthly. Each person on the project 

team, including end users, fi lled out a form rating each 

of the following aspects of the project on a scale of 1 

to 5, where 1 was poor and 5 was excellent:
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can be done in parallel and which activities are “on the 

critical path.” When tasks on the critical path take longer 

than expected, overall project timeliness is affected.

PERT and CPM are widely used to help structure and 

manage complex projects. However, a weakness of 

these tools is that they do not adequately deal with 

the fact that projects sometimes require activities that 

were not initially identifi ed in the project plan. Strong 

project managers and project teams are good at realizing 

that unplanned activities can signifi cantly affect project 

timeliness. They build slack into a project schedule and 

excel at quickly identifying unplanned activities and 

incorporating them into a revised plan.

Project Timeliness: A Real World Example

A company made a major investment to launch a 

new service. The project was expected to take two 

years. After two years, it was unclear as to what 

progress had been made. A consultant was brought 

in to assess the situation and get the project on 

track. The consultant interviewed team members 

and found that despite strong technical skills, the 

product specifi cations, milestones and deliverables 

were vague or didn’t exist. In order to see if the 

project was salvageable, the consultant worked with 

the project manager and members of the project 

team to focus on 21 short term deliverables. All were 

measurable and everyone agreed that they could be 

completed within 30 days. After 30 days, a review 

was held and only one of the deliverables was 

completed. The project was terminated.

If milestones had been identifi ed up front and 

monitored on a regular basis, it’s likely that corrective 

actions could have been taken and increased the 

likelihood of successful completion of the project.

Conclusions
The framework introduced earlier can be used to develop 

metrics to deal with top goals, challenges and pressures 

and to help manage the relationships with the parties 

that interact with a department. They need to be adapted 

to departments’ needs.

On a regular basis, review all of the metrics that are 

being used. Determine which are no longer needed and 

stop using them. Decide which need to be changed and 

make appropriate changes to them. Continue to look 

for new things that need to be managed and use the 

framework to develop and use appropriate metrics.
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