
PAMA Impact on Hospital Laboratory Outreach Revenue 
 

There has been great concern about the implications of the new Protecting Access to Medicare Act 

(PAMA).  Chi has studied this legislation and the CMS proposed regulations on the private payer rates 

that will be collected and analyzed for a revised Medicare Clinical Laboratory Fee Schedule (CLFS) to go 

into effect January 1, 2017 (or perhaps a delayed date because of the push back from the laboratory 

industry and Congress).  This Chi study analyzed CMS’s estimates for savings during the first four years.  

The following table presents this conclusion and compares it to a similar conclusion by Laboratory 

Economics. 

 

Time Period Chi Analysis*
 

Laboratory 
Economics

** 

Year 1 6.4% 6.4% 

Year 2 4.9% 5.0% 

Year 3 0.9% 1.0% 

Years 4-5 0.0% 0.0% 

Totals 12.2% 12.4% 

*Calculated using data from Table 11, Federal Register, October 1, 2015. 
**Laboratory Economics, Volume 10, October 2015. 

 

It can be seen that both analyses are essentially the same in conclusion.  Let’s translate this into a practical 

impact conclusion for hospital laboratory outreach program revenue.  Here are the key assumptions and 

our calculation: 

 Medicare payments represent about 24 percent of a typical hospital laboratory outreach program’s 

collected revenue.
1
 

 Average net (collected) revenue per test for laboratory outreach is $19.79.
2
  

 Calculation: 

 Step 1:  24 percent x $19.79 x 12.3 percent (average of Chi and Laboratory Economics 

conclusions) = $0.58, or 3.0 percent as an overall reduction in outreach revenue for all sources in 

the payer mix.  This calculation assumes other payer group reimbursement stays constant. 

 Step 2:  Assuming a contribution margin for a laboratory outreach program of 25 percent, this 

will reduce it to approximately 22 percent.  Many outreach programs have a 30 percent plus 

contribution margin, thus making the net margin approximately 27 percent. 

 

This analysis will likely come as a relief to many operating laboratory outreach programs.  Although no 

one operating a hospital laboratory outreach program wants a CLFS reduction, if one is to occur it appears 

this will have a reasonable, not extreme, impact.  The impact may be lessened by the attempts to have 

CMS include hospitals in the “applicable laboratories” definition in the PAMA private payer data 

collections.  In the Quest Diagnostics Earnings Call Transcript of January 28, 2015, Stephen Rusckowski, 

President and CEO, said, “…we believe (CMS) did not get it right as far as the applicable labs; it needs to 

include hospitals.  We’ve been quite clear on that  and we’ve got a lot of support now from the American 

Medical Association, American Hospital Association, and Congress…”  In addition, he said, “….go back 

                                                           
1
Office of Inspector General, September 2015 Data Brief. 

2
Chi Solutions, Inc., Fourteenth Comprehensive National Laboratory Outreach Survey, August 2015, combined 

with Chi’s January 2015 survey of 20 large laboratory outreach programs. 



to the definition of PAMA—it’s Protecting Access to Medicare Act.  It’s very important that Medicare 

beneficiaries continue to get the critical testing, and all those Medicare beneficiaries are not just in those 

large cities where we primarily serve.  There’s a lot of regional players and there’s a lot of hospital 

outreach players in this marketplace that have to get fair rates from CMS.” 
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