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Laboratorians have led the shift from a focus on inpatients to outpatients.  Twenty-five years ago, hospital-
based laboratories reached out into the community to provide a service which was local, reliable, and 
customer-friendly–what we commonly refer to now as the patient service center (PSC) model.  We recognized 
that patients wanted access outside of the hospital.  They did not want to deal with parking issues, long walks 
through the labyrinths of the hospital, redundant registration processes, and other oddities of the hospital 
experience.  In addition, outpatients did not want to be subjugated to the (more important) inpatient 
population.  The very fact that we refer to true outreach business as “non-patient” speaks volumes. 
 
Surely the laboratory PSC is an improvement over hospital-based services, but it is too narrow in its focus to 
be truly patient-centered.  Our society wants “one-stop shopping.”  Grocery stores have evolved to “super 
stores” that provide household goods, pharmacy, and banking in addition to foodstuffs.  Retail stores, chain 
pharmacies, and other industries have diversified in a similar manner.  It is time for PSCs to evolve into broad 
diagnostic and therapeutic centers.  Some have started to move in this direction by combining lab, imaging, 
and, sporadically, other services at one site.  The future business model is a patient service center that provides 
broad diagnostic (lab, imaging, and cardiology) and therapeutic (pharmacy, rehabilitation, and other) services 
in a patient-centered atmosphere.  The model is limited only by our imagination.  Possibilities are shown in 
Table 1 below: 
 

Table 1:  Broadening of Outreach Services 

Diagnostic Services Therapeutic Services 

 Lab 

 Imaging 

 

CT 
MRI 
Nuclear Cardiology 
General Radiology 
Ultrasound 
DEXA 
PET 
Mammography 
Nuclear Medicine 

 Pharmacy  

 Physical Therapy 

 Occupational Therapy 

 Cancer Management? 

 Others? 

 Cardiology EKG 
Holter Monitor 
Stress Test? 

 

 
Laboratories are positioned to drive this transformation for two reasons:  1) the combined diagnostic and 
therapeutic model is a more compelling business case, and 2) the infrastructure of lab outreach programs can 
easily be leveraged to broaden services.  Let’s look at the business case in more detail.  Although lab outreach 
has withstood the test of time as a viable business model, hospitals executives still sometimes view it as a high 
volume/low margin business.  Profitability or contribution margins of lab outreach programs are in the 25-30% 
range according to the most recent National Lab Outreach Survey by Chi Solutions.  Granted, lab is a complex 
business, and many programs are not maximized from a sales, service, or billing standpoint.  However, even if 
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a lab program were optimized to the greatest extent possible, it would not achieve the profitability of imaging.  
When imaging is added to the mix of outreach services, the margins more than double to 60-70%.  In addition, 
as reported by Washington G-2 Reports (see Figure 1 below), the market size for imaging–projected at $127 
billion for 2008–is almost triple the size of the laboratory market.  Add to this the fact that growth projections 
by modality are 41%, 26%, and 24% for CT, MRI, and ultrasound, respectively. PET volume is expected to 
triple within the next five years (Washington G-2 Reports, 2006 Diagnostic Imaging Strategic Outlook).  This 
is what will get the attention of the C-suite.  This is a more compelling business case. 
 

Figure 1:  Diagnostic Imaging Market Growth 
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1Washington G-2 Reports, 2006 Diagnostic Imaging Industry Strategic Outlook - Market 
Trends & Analysis.

 
 

The second reason that the lab should drive this transformation to diagnostic centers is that labs have the 
experience.  They have already developed an infrastructure (network of PSCs, managed care contracts, sales, 
client service, and billing) that can be leveraged across multiple services.  As an industry, labs have grappled 
with the trends listed below which are now just beginning to impact imaging: 
 

 Decreasing reimbursements coupled with increasing costs 
 Efforts by payors to reduce utilization (medical necessity requirements and Advance Beneficiary 

Notices [ABNs]) 
 Increased oversight by the government and the Office of the Inspector General  
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These lessons can be applied to imaging where the Deficit Reduction Act, pre-certification, and changes to 
Stark rules are already having an increasing impact.  Lab folks know the drill and can anticipate the changes 
and be proactive in developing a position to thrive in the coming environment. 
 
What might this new model look like?  Refer to the conceptual diagram below. 
 

Figure 2:  One Model for Diagnostic Centers1 
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So what’s the catch?  This model requires acceptance that the cornerstone of the diagnostic centers of the 
future is imaging rather than lab.  This requirement is based on access and availability of space for imaging 
equipment.  Everything else can be built around that infrastructure.  The key factors for developing successful 
diagnostic centers are the same as for laboratory outreach: 
 

1. Do your homework or have an expert help you. 
2. Run it like a separate business entity (outside of the typical hospital bureaucracy). 
3. Make it an institutional priority.  Get broad executive support. 
4. Leverage the infrastructure beyond lab to imaging and other diagnostic and therapeutic departments. 

 
Dr. Murphy is President of Chi Solutions, Inc., a healthcare consulting company particularly noted for 
expertise in outreach.  For more information about Chi, refer to www.chisolutionsinc.com. 
 
This article was originally published on Washington G2 Reports’ website, and is republished here with the 
express written permission of Washington G2 Reports. © 2008. 


