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AHA EXPANDS LIPID 
SCREENING FOR 
OVERWEIGHT KIDS 
Hoping to catch children at risk of 
developing cardiovascular disease, 
a new scientific statement from the 
American Heart Association (AHA) 
proposes that more children be screened 
for lipid disorders. AHA’s statement, 
published online in Circulation on 
March 21 (2007, doi:10.1161/CIRCU-
LATIONAHA.107.181946), expands 
the National Cholesterol Education 
Program’s (NCEP) 1992 recommenda-
tions that focused screening efforts on 
children with a family history of lipid 
disorders. The new AHA statement 
recommends that overweight and obese 
children also receive fasting lipid profiles 
and screening for other aspects of the 
metabolic syndrome, such as insulin 
resistance, type 2 diabetes, hypertension, 
and central adiposity.

Among children with high-risk lipid 
abnormalities, NCEP had recommend-
ed drug therapy for children whose 
LDL levels remain ≥190 mg/dL and also 
suggested medication for children with 
LDL levels ≥160 mg/dL, a family history 
of premature CVD, and two or more 
other risk factors that persist after treat-
ment. AHA now suggests that additional 
risk factors and high-risk conditions 
may warrant lowering these cutpoints 
or beginning drug therapy in children 
younger than 10. These risk factors 

include male gender, smoking, history of 
cigarette smoke exposure, and emerging 
cardiac markers such as CRP. On the list 
of high-risk conditions are low HDL, 
high triglycerides and small dense LDL, 
aspects of the metabolic syndrome, 
hypertension, and other medical condi-
tions associated with atherosclerotic risk.

AHA issued its statement because 
research findings made since 1992 show 
that CVD occurs earlier and in more 
children than previously known. “It has 
become clear that atherosclerotic cardio-
vascular disease begins in childhood and 
is progressive. This provides the stron-
gest rationale for aggressive treatment of 
risk factors in individuals at greater risk 
for cardiovascular disease at an earlier 
age,” the statement explained. While 
the NCEP panel estimated that 25% of 
children and adolescents should receive 
lipid screening, more recent population-
based studies report that between 36% 
and 46% of children meet the criteria 
for testing, the statement points out.

The report also notes that race, gen-
der, and sexual maturation can impact 
total cholesterol and HDL. “This has an 
important impact of the sensitivity and 
specificity of screening,” explains AHA, 
noting that NCEP guidelines did not take 
into account these factors into account.

Managed Care Contract 
Shakeups for Lab Testing
Is a Price War Underway?
BY JULIE MCDOWELL

T
he managed care contract market for laboratory tests 
was upended last fall when one of the nation’s largest 
health insurance providers, UnitedHealthcare, severed 
its ties with Quest Diagnostics and instead tapped Lab-
Corp as its national laboratory under a 10-year agree-

ment. Soon after this announcement, another major insurance pro-
vider, Aetna, terminated its relationship with LabCorp and shifted 
its business to Quest. While neither reference laboratory is divulging 
the contracts’ financial details, many lab industry insiders are specu-
lating that these contracts provide the insurance companies with 
testing services far below current prices—in some cases, 45%–55% 
less than what Medicare pays for the tests. In order to stay competi-
tive, regional reference and hospital outreach laboratories will likely 
be forced to knock down their test prices, or face being locked out 
of certain markets. The result, experts say, is a pricing war that will 
erode test fees and shrink profit margins. In the short term, however, 
these changes could potentially open up the outreach testing mar-
ket for hospital and regional independent labs, but only if they can 
afford to operate under these new pricing constraints.  

According to Dennis Weissman, President of the clinical laboratory consulting company, Dennis Weiss-
man & Associates, LLC, and Founder and Executive Editor of Washington G-2 Reports (New York, N.Y.), this 

The Road to Better 
Down Syndrome Screening
Will Fetal Nucleic Acids Someday 
Provide Safer Answers?
BY DEBORAH LEVENSON

W
hile first and second trimester prenatal screening tests for Down syndrome and other 
chromosomal abnormalities are well established and easy to perform, their less than ideal 
false-positive rates still spur thousands of unnecessary invasive diagnostic procedures each 
year. About 5% of women who get screened for the fetal genetic abnormality receive false-
positive results, and many go on to have diagnostic procedures that carry a 1 in 200 chance 

of miscarriage. Yet these tests are likely to become even more common. Today, more women give birth after 
age 35, when risk of Down syndrome increases, and a new American 
College of Obstetricians and Gynecologists (ACOG) recommendation 
(Obstetrics & Gynecology; 2007; 109: 217–228) urges screening regard-
less of a pregnant woman’s age. In the future, however, noninvasive 
techniques that identify a Down syndrome pregnancy by genetic mark-
ers in cell-free, fetal nucleic acids circulating in maternal blood could 
offer a safer, more accurate way to inform pregnant women about their 
fetuses’ health status in the first trimester, thereby diminishing worries 
for obstetricians and expectant mothers.

“The new goal is a definitive diagnosis for everyone who wants one. 
We’re now aiming for a 100% detection rate, not just a sensitivity of 
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situation is nothing new. He believes that the 
current lab testing market is reminiscent of 
negotiations made between national refer-
ence laboratories and health maintenance 
organizations (HMOs) in the mid–to–late 
1980s. However, since then, buyouts and 
consolidations have reconfigured both the 
laboratory and managed care industries. 
Back then, the contracts were somewhat dif-
ferent—the laboratories agreed to capitated 
pricing where one set price would cover all 
testing for an HMO member during one 
month. “When the laboratories came to 
these capitated agreements with the man-
aged care providers in the early 1990s, they 
almost went broke because they were agree-
ing to ridiculously low prices, and a pricing 
war ensued,” he explained. “The wreckage 
wasn’t only focused on the big labs, but some 
of the smaller laboratories that felt they were 
forced to complete. There were a lot of prob-
lems in terms of pricing in the lab industry, 
and it took almost two decades for both big 
and small labs to recover.”

The Rebirth of the Lab Market

After the managed care crunch of test prices 
twenty years ago, Quest Diagnostics (Lynd-
hurst, N.J.) emerged as the leader in the 
reference testing market—particularly in 
the northeastern part of the country—with 
a 13% share of the $45 billion diagnostic 
testing market in 2006, compared with Lab-
Corp’s (Burlington, N.C.) 8% market share, 
according to Quest officials. But industry ex-
perts predict that Quest’s market share is now 
threatened. Before UnitedHealthcare (Min-
neapolis, Minn.) signed on with LabCorp, 
Quest’s contract with the healthcare insur-
ance company accounted for approximately 
7% of the company’s annual revenue. The 
company will keep some of that revenue with 
the Aetna contract, but will likely fall short, 
since UnitedHealthcare has 28 million mem-
bers, compared with Aetna’s 15 million. 

What has lead to these major changes be-
tween managed care companies and the na-
tional laboratories? “I don’t think LabCorp 
could move market share based on service, 
so they decided to buy the business,” said 
Thomas Hirsch, who ran a hospital-based 
independent laboratory in New England for 
20 years that LabCorp eventually purchased. 
“I think it’s a bad sign for the industry now 
that Quest has signed an exclusive deal with 
Aetna. Other insurance carriers are aware of 
these deals, and will want the same pricing. 
We are going to see a move to depress reim-
bursement across the industry over the next 
few years because of this initiative, which is 
terrible because the cost of doing work has 
not been reduced in accordance with this 
contract pricing.”

A Risky Strategy?

In terms of pricing, LabCorp’s strategy may 
be to sacrifice some of its short–term prof-
itability by increasing revenue potential 
through “pull–through” testing, said Hirsch, 
who is now President of Laboratory Billing 
Solutions (Portsmouth, N.H.), an outreach 
billing service for hospitals and smaller in-
dependent labs. This means that once a lab 
contract is in place, clinicians and labora-
tory directors will begin sending all testing 
specimens to the contracted lab, even if it’s 
out-of-network for some insurance plans. 
These pull–through tests are not part of the 

LabCorp contract, and therefore would typi-
cally be reimbursed at higher prices. “They 
are hoping that some of the better–priced 
testing will accompany the contracted speci-
mens,” he explained. “But that is a very risky 
and dangerous strategy.”

A Long–Term Partnership

While declining to speak about the pricing 
details of the contract, LabCorp spokesman 
Brad Smith did reveal that discussions with 
UnitedHealthcare began in October 2005, 
when the insurance provider announced 
they were looking for a national laboratory 
partner. The insurer was looking to curb test-
ing costs, but company officials also wanted 
to capture patient data. 

“During our initial discussions with 
UnitedHealthcare, we believed that they 
would select the two national labs to con-
tract with them in the markets where each of 
us is strongest,” said Smith. “However, it be-
came very clear to us that UnitedHealthcare 
wanted one partner. We ultimately signed a 
10-year agreement with them, which ensures 
that this will be a two-way reciprocal com-
mitment.” Under the contract, which began 
Jan. 1, LabCorp will be the exclusive national 
laboratory and will also work with regional 
and local reference laboratories to manage 
testing for the insurance provider. In addi-
tion, LabCorp is now managing the Oxford 
Health Plans laboratory network, located in 
the greater New York metropolitan area. The 
reference laboratory is also now the exclusive 
national capitated laboratory provider for 
the HMO benefit plans of PacifiCare of Col-
orado and Arizona, Florida’s Neighborhood 
Health Partnership, as well as Mid Atlantic 
Medical Services (MAMSI) in Maryland and 
Virginia. 

The 10-year commitment is important 
because of the investment that LabCorp 
will need to make to expand its testing in-
frastructure to service the UnitedHealthcare 
contract. “We had long been interested in 
expanding our presence in the northeast, 
but we needed an anchor plan because we 
needed to build out additional infrastruc-
ture,” said Smith. In the past, managed care 
providers were only interested in contracting 
with the laboratory if the expanded services 
were already in place. “But these contracts 
were only two or three years long, and if we 
don’t believe we can get the volume through 
the infrastructure, it’s hard for us to commit 
to build out,” he added. 

As part of the negotiations, UnitedHealth-
care also required that LabCorp provide test-
ing services in the immediate area. “United 
said that they would commit to a long–term 
contract if we committed to be close to all 
the existing patient access sites,” Smith said. 
LabCorp responded swiftly, building over 
400 patient service centers and hiring 1,200 
people between October 2006 and Janu-
ary 2007. UnitedHealthcare was concerned, 
however, that their savings in testing costs 
would be lost to transition costs. To offset 
these expenses, LabCorp is committing to 
invest up to $200 million over the first three 
years of the contract to cover relevant transi-
tion costs. LabCorp will not necessarily pay 
this full amount, as they are only required to 
pay to the extent that they do not capture ac-
cessions in certain markets.

In addition, company officials have 
launched a media campaign called “Choose 
LabCorp”, featuring print and radio adver-

tisements in the northeast, particularly New 
York, in order to raise brand awareness. “Al-
though the contract is across the country, a 
big initial focus is on the New York market,” 
said Smith. “There was information out 
there to say we weren’t in that market, but in 
reality, we have facilities in Raritan, New Jer-
sey, Long Island, and Albany, although not in 
the metropolitan New York area. We wanted 
to get our name out there so people could 
be comfortable as we implemented our ad-
ditional infrastructure.”

Reimbursement Concerns

In response to speculation about the United-
LabCorp contract’s low test prices, Smith 
would only say the agreement remains com-
petitive. “I’m obviously not going to release 
what our pricing is, but we believe that our 
profit margins in connection with this rela-
tionship will be at or above existing margins, 
which are leading the industry,” he said. “But 
when you are talking about a 10-year agree-
ment, a competitive price is going to be part 
of the equation.”

Nevertheless, even Quest believes that this 
contract means the dawn of a new competi-
tive environment. Prior to LabCorp’s media 
campaign, Quest had begun promoting their 
“My Lab is Quest” Web site in newspaper and 
radio advertisements nationwide. “It appears 
that we have a competitor that is willing to 
gain market share at any cost, through low 
price and very high leakage guarantees,” said 
Quest spokeswoman Nancy Fitzsimmons. 
“We believe that price will be under pres-
sure in the short term—the next twelve to 
eighteen months—because of managed care 
consolidation and aggressive competition. 
Again, we believe our differentiated services 
will allow us to compete on more than price. 
However, we are committed to maintaining 
our leadership position and will take action, 
where necessary, to defend it.” 

There was also concern that United-
Healthcare was threatening to penalize 
physicians who refer testing services to an 
out-of-network lab. For UnitedHealthcare 
customers, Quest is now considered out-of-
network. According to a UnitedHealthcare 
directive released last November, any physi-
cian who continues to refer patients to out-
of-network labs after March 1, 2007, would 
be subject to a $50 fine, as well as sanctions 
such as a change in eligibility and a decreased 
fee schedule. This move has angered many 
physician groups, including the American 
Medical Association (AMA). “UnitedHealth-
care has again damaged its relationship with 
physicians by introducing a protocol that 
imposes heavy-handed sanctions for refer-
ring to out-of-network laboratories. Physi-
cians across the country have been angered 
by the inclusion of unnecessary and punitive 
penalties in United’s protocol,” said AMA 
Board Member J. James Rohack, MD, in a re-
leased statement. “The AMA believes United 
could help mend its significantly damaged 
relationship with the nation’s physicians if it 
acts now and voluntarily removes the sanc-
tions from its national protocol.”

But UnitedHealthcare spokesman Tyler 
Mason insists that there has always been a fi-
nancial disincentive for physicians who refer 
patients to out-of-network labs. In addition, 
the provider has been hearing complaints 
from members who are referred to non-par-
ticipating labs and then have to pay more. 
“If we continually have the situation where 
members are being referred out-of-network 
and the members are not requesting that, 
and after multiple conversations between the 
health plan and the physicians, there could 
be a financial penalty for sending people 
out-of-network, although we don’t antici-
pate using it widely and when it does happen 
it will be applied with much care,” he said. 
“There are a small percentage of physicians 

Labs Compete on Price, Services
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that just are not willing to help the members 
and work with the health plan to refer the 
patients in network. At that point we have 
to take some sort of action on behalf of our 
members to address that behavior.” Current-
ly, officials with the New Jersey Department 
of Banking have requested that the insur-
ance provider suspend fines for physicians 
in their state while they review the legality of 
the protocol. Mason said that the company 
has agreed to their request, and insisted that 
the provider believes that financial penalties 
will not be widely implemented.

Opportunities for Lab Outreach Testing 

While the UnitedHealthcare contract named 
LabCorp as its “exclusive” national labora-
tory, there is ample room in the contract 
for hospital, regional, and local reference 
laboratories to do business. Until LabCorp 
is fully able to service this contract, United-
Healthcare will have to contract with these 
laboratories. United will then be reimbursed 
for these expenses—up to $200 million—by 
LabCorp during the first three years of the 
contract. “We have no desire to be the sole 
provider of clinical laboratory services for 
United everywhere,” said Smith. “That is not 
the model that anyone contemplates. While 
we are the only national provider, there are 
1,500 other clinical laboratory providers, so 
it’s a big network.”

In fact, regional laboratories in the New 
York region might see an increase in busi-
ness. Because the LabCorp infrastructure 
is not established in the New York area yet, 
they are forced to contract with local labo-
ratories. “Since United ceased their contract 

with Quest, they have to rely very heavily on 
regional labs to prevent leakage to Quest,” 
said Michael Snyder, who previously worked 
at both LabCorp and United and is now the 
Principal of Clinical Lab Business Solutions, 
a laboratory management consulting firm 
based in Readington, N.J. “United has con-
tracted with just about every laboratory who 
has put up their hand for a contract.” 

Many of Snyder’s clients are currently ne-
gotiating contracts with insurance providers 
in the midst of this decline, where pricing 
is currently about half of the Medicare fee 
schedule. He is trying to push these prices 
up for his clients, but the pricing depends on 
how badly a provider needs a lab in a cer-
tain area. “I’m advising my clients to go after 
these regional contracts right now, if they 
can afford to,” he explained. “Yes, the price 
is lower, but it’s an opportunity to really gain 
some market share.” Both hospital outreach 
and reference laboratories have been gain-
ing market share on Quest and LabCorp in 
recent years, and these regional contracts 
can further propel them forward (See box). 
“They are able to pick up business and dem-
onstrate the quality of their services,” he 
said. “By entrenching themselves with the 
physicians and laboratory directors at this 
time, it’s going to make it difficult for Lab-
Corp and Quest to take that business away 
in the future with new contracts. It’s going 
to make it really tough for the health plans 
to cut them out in the future.”

In order to become more competitive with 
LabCorp and Quest, Snyder is also advising 
his clients to come up with added-value ser-
vices to offer the provider. For example, one 

of the lynchpins in the United-LabCorp con-
tract is the ability of the laboratory to stan-
dardize patient and test data. United wants to 
analyze this data not only to track individual 
patient health, but also disease management 
information, such as how many patients 
have symptoms that could develop into 
chronic conditions like diabetes and cardio-
vascular disease. “When we were negotiating 
with United, they were impressed that we 
had worked with other networks to develop 
ways to standardize test data that doesn’t 
come from our lab system,” said LabCorp’s 
Smith. “In addition, we worked with them 
on a project to develop a lab-data gateway to 
combine data from multiple laboratory pro-
viders and normalize it for use.”

Regional and hospital outreach labora-
tories must also develop similar additional 
services, said Snyder. There are some pre-
dictive modeling and disease management 
programs that testing data could inform. 
Beyond these tools—which are still in their 
infancy—health plan providers are most 
interested in ‘ease-of-use’ service and price. 
Providers contract with LabCorp and Quest 
because it’s one-stop-shopping. “If we can 
make labs look like a single contract, then 
we’ve done the same thing,” said Snyder. 
“What’s needed is a management mecha-
nism to handle the data and contract details, 
which would make it easier for the labs and 
health plans to work together. The plans un-
derstand the benefits of this and are talking 
to us about it. In this sense, even though the 
labs are doing testing at a lower price, they 
are also pointing out to the health plans the 
value of the lab business.”                             CLN

Market Snapshot: Outreach Testing
While Quest Diagnostics and LabCorp dominate the managed care lab market, many regional independent and 
hospital laboratories feel that they are holding and even gaining market share, according to a survey of 150 re-
spondents conducted by Chi Solutions (Ann Arbor, Mich.) in 2006. Survey respondents included hospital outreach 
and regional independent laboratories. 

Last year’s survey also found significant growth in both revenue and test volume among 139 respondents be-
tween 2003 and 2005. On average, test volumes grew at an overall rate of 8.3%, or 4.1% annually, while outreach 
revenue grew 17.4% for all respondents, or 8.7% annually.

For additional information, including how to purchase the most recent report, the Sixth Comprehensive Nation-
al Laboratory Outreach Survey, visit www.chisolutionsinc.com.

Courtesy of Chi Solutions
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