
ANALYST’S REPORT HIGHLIGHTS  
THE HIGH COST OF HOSPITAL LAB TESTING

Anecdotal evidence presented in a new Wall Street research report suggests that hospital labs are  
charging managed care companies significantly more than the national labs.

The report written by Ralph Giacobbe at Credit Suisse compared the cost of a series of tests  
performed at a United Healthcare in-network hospital lab in New York City versus a nearby  
LabCorp location. Giacobbe found that the hospital charged over 23 times more than LabCorp 
($384 vs. $16.25) for the same exact tests.

Given the significant upcoming changes brought on by healthcare reform, and focus on cost-
effective care, Giacobbe believes managed care companies will redouble their efforts to direct 
patients to lower-cost labs. And with growing out-of-pocket costs, he expects more consumer 
attention and awareness to help drive change. 

In his down-to-earth research report (My Wife’s Trip to the Lab; June 17, 2011), Giacobbe noted  
that his wife has been getting periodic lab tests in a hospital outpatient setting in New York 
City. However, on a recent visit Mrs. Giacobbe asked her physician for a script rather than 
walking down the hall and having her blood drawn at the hospital. Instead, she went to a 
nearby LabCorp patient service center.

In comparing the costs of the same series of tests, Giacobbe found that the hospital collected 
$384 compared with $16.25 for LabCorp for the same exact tests. Both the hospital and  
LabCorp are in-network providers in for the United Healthcare network for New York City. 
The research report broke down the cost difference in a table (see below) without naming the 
specific tests.

Giacobbe emphasized that this is only one series of tests and is not meant to imply that the  
magnitude of cost differential for every test across all hospitals compared to any independent 
labs is as large. “Nonetheless, it’s an example of the stark cost difference based simply on loca-
tion of the blood draw,” he added.
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Pricing Comparison of Hospital Lab vs. LabCorp for Selected Tests

	 Hospital	 LabCorp	 Difference
Test	A	 $82.00	 $4.82	 1601%

Test	B	 169.00	 6.55	 2480%

Test	C	 51.00	 1.67	 2954%

Test	D	 82.00	 3.21	 2455%

Total	 $384.00	 $16.25	 2263%

Source:	Credit	Suisse

So Giacobbe says, “The obvious question is ‘Why would managed care reimburse at such 
different rates?’” Laboratory Economics contacted several billing experts for their perspec-
tives. Here is a summary of their views:

I agree with the premise that healthcare reform will result in greater cost pressure for all 
types of laboratories. I expect that over time, hospital labs will be forced to migrate to the 
independent lab fee schedule for outpatients and outreach specimens to be competitive … 
Because they have the fixed costs of facilities, staff and equipment to support inpatients, 
hospitals should be able to accept independent lab fee schedules for outpatients/outreach 
and still make a profit. In fact, it could be argued that they are better positioned to gain 
market share because of existing lab infrastructure and the continuity of testing. Pricing 
changes are several years out in my opinion, so there is plenty of time to prepare.
—Kathleen Murphy, chief executive, Chi Solutions Inc. (Ann Arbor, MI)

Reprinted with permission from Laboratory Economics


