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The most respected managers in the laboratory industry are strategically-oriented managers who 

plan for the impact of tomorrow’s change while competing to win in today’s marketplace.  A 

strategic plan forecasts an evolving future state over a three- to five-year planning cycle.  Such a 

plan serves to garner organizational commitment in support of the marketing, operational, and 

financial needs of the laboratory business—it is the action plan for survival in these tumultuous 

times.   

 

Several events on the health care horizon are likely to impact laboratory strategic planning: 

 The Affordable Care Act (ACA) is shifting emphasis from acute care to preventative care, 

wellness, and chronic disease.  Chronic disease management comprises seventy-eight percent 

of health care costs.
1
 

 The industry’s new paradigm:  laboratories must offer both good diagnostic testing services 

and meaningful information services.
2
 

 Accountable care organizations (ACOs) and medical homes will offer focused and 

coordinated care for defined populations and will transition remuneration from fee-for-

service to a bundled payment form.  

 ACOs and medical homes will likely view laboratories as a source for diagnostic testing and 

data services, not “equity” partners.
3
 

 Laboratories that offer meaningful data support services, in addition to competitive testing 

services, may be able to contract on a revenue-neutral basis. 

 Laboratories may be able to avoid at-risk arrangements because the overall cost portion of 

laboratory is so low that it is not sensible to accept risk for a modest upside return.  Further, 

laboratories have little influence on laboratory orders, and utilization is expected to increase 

with a focus on chronic disease management.
4
 

 Consumers will be more sensitive to out-of-pocket costs because of high deductible plans.
5
 

 Laboratories will face further decreases in government reimbursement. 
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 The Institute of Medicine states that modern medicine is in complex information overload, 

outstripping the capacity of even the most able clinician. Laboratory information services 

should be designed to address this need.
6
 

 

Driven in part by the above elements, seven key questions to address in your laboratory’s 

strategic plan are outlined below. 

 

1. What is the financial impact of the anticipated reduction in revenue? 

 Medicare spending on laboratory services is scheduled to drop five percent in 2013; 

further reductions are expected in the future.  Other payers will also reduce their 

reimbursement levels. 

 It is estimated that ACOs will decrease the hospital census by 22 percent and reduce 

hospital laboratory volume by seven to 10 percent.
7
 

 Laboratories should ensure that collections are optimal, as another five to 10 percent in 

revenue might be captured with the right combination of revenue management strategies. 

 

2. How will operating costs be reduced in response to revenue losses? 

 Laboratory operating budgets face a real challenge:  cost inflation, if compounded at just 

three percent per annum, will be up 20 percent in five years. 

 To ensure that plans optimize operational costs, laboratories need benchmarking 

guidance based on test menu and volume complexity-adjusted data. 

 Common cost reduction tactics involve reference testing renegotiation, requests for 

proposal (RFPs), and make vs. buy analysis.  In addition, optimal integration and vendor 

standardization usually results in substantial savings.
8
 

 Planned costs must cover the new expenses required in support of the value proposition 

and success factors on which the strategic plan is based (see below). 

 

3. From what source is growth achievable? 

 Currently, only one-third of doctors in all specialties own their practices.
9
 

 There will be a new emphasis on the inreach market as opposed to the conventional 

outreach market definition.  In the future, the focus will be on employed physicians and 

key independent practices that align with ACO/medical home delivery models. 

 States are pushing Medicaid participants into managed care plans (but likely on a 

capitation arrangement). 

 Health insurance exchanges will be operating by 2014. 

                                                 
6
Herriman, Eleanor, From Volume to Value:  Driving Change in Lab Medicine.  Presented at G2 Intelligence 

Volume to Value, Fort Lauderdale, FL, February 26, 2013. 
7
Dexter, David A, The Laboratory Value Proposition and Contracting Lab with Accountable Care Organizations – 

Early Lessons Learned.  Presented at 18
th

 Annual Executive War College, New Orleans, LA, April 30, 2013.    
8
Daley, Anne, Proven Steps to Control Your Laboratory’s Rising Reference Test Costs.  Presented at 18

th
 Annual 

Executive War College, New Orleans, LA, May 1, 2013.     
9
Root, James M, Next Generation Lab Models.  Presented at G2 Intelligence Volume to Value, Fort Lauderdale, FL, 

February 25, 2013. 



Page | 3 
©2013 Chi Solutions, Inc.   Proprietary and Confidential. 

4. What value proposition is the basis of the plan? 

A sound value proposition should include: 

 A fairly robust test menu, including most common molecular diagnostic tests. 

 Good clinical decision support, including strength in pathologist consultation (proper test 

selection is critical, and perhaps a lab “formulary” committee).
10

 

 IT support for the new paradigm, including connectivity options and meaningful database 

services such as: 

 Support for disease management programs with special laboratory reports (testing 

that is overdue, relevant graphic results trends, etc.). 

 Cumulative reporting.
11

 

 Pap statistics and notice of failures to get repeat tests. 

 Standing order management. 

 Case logs and complaint resolution.
12

 

 Tying patient results across various physicians (ACO, medical home, HIE); linking 

each physician’s and HIE’s patient ID to an enterprise-wide master patient index.
13

 

 Direct delivery of results to patients that request it.
14

 

 Fast service. 

 Convenient patient access (adequate patient service center network, in-office 

phlebotomists). 

 Competitive insurance coverage. 

 

5. What critical success factors must be realized? 

To support the value proposition and ensure first-rate service, additional factors are vital to 

success.  The following are suggested as a good start for your plan (some are referred to in 

the value proposition list above): 

 Reliable connectivity system and fast installation. 

 Timely EMR integration capability. 

 Ample courier coverage with late pickups for key clients. 

 Superior cost structure in the laboratory operation. 

 High share of employed physician laboratory business. 

 Advanced diagnostic assistance (easy access, algorithms, etc.). 

 Trained, competent field service representatives. 
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 Pathologists active with the outreach program. 

 Pathology group with substantial subspecialty expertise. 

 Significant share of the unemployed physician medical staff laboratory business. 

 Good share of the periphery market-at-large laboratory business. 

 Position as the primary laboratory service for relevant long-term care facilities; ACOs 

will focus on transitional care between hospitals and long-term care facilities.
15

 

 Competitive insurance coverage. 

 Effective, patient-friendly billing capability. 

 Compliance with legal requirements. 

 

6. What other key IT requirements are to be met in the plan? 

 Interface to all clients, including ACOs and HIEs; 58 percent of hospitals exchanged data 

with outside entities in 2012.
16

 

 Tracking of frequency testing requirements/utilization. 

 Utilization monitoring. 

 Compilation of data by physician, patient, and practice for analyzing diagnosis 

categories. 

 Expansion of physician alerts. 

 Courier route optimization. 

 Specimen tracking from pickup. 

 Courier fleet management. 

 Client supply utilization tracking. 

 Courier and phlebotomy dispatching. 

 

7. Is a partnering strategy to be employed? 

 Experts believe that an integrated laboratory system is the best structure to survive the 

future health care environment. 

 Being a member of a robust laboratory network for contracting purposes will likely 

improve competitiveness. 

 If the laboratory is part of an integrated network of health care facilities, competitive 

leverage can be employed. 

 If the laboratory cannot remain independent within the hospital or health system, then full 

or partial commercial laboratory ownership could afford using its national contracts for 

supplies and reagents and participating in insurance contracts. 
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Developing a strategic plan for your laboratory will be respected and appreciated by hospital 

administration.  Administrators have their hands full determining how to proceed with the larger 

entity, and the laboratory and its outreach program have an important role to play in the system-

wide strategy.  Taking the lead on developing a proactive strategic plan that defines the 

capabilities and resources required could result in having capital available when needed to 

implement the plan.  On the other hand, last-minute, reactionary management may lead to 

unfavorable outcomes for the laboratory and its staff. 


