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PARTS 1 AND 2 of this series appeared in the October, 2015, and
January/February, 2016, issues of MLM, respectively.

hile clinical laboratory testing as a diagnostic tool

continues to grow in influence and importance

to the majority of medical decision making, on-

going changes in the health care industry are

providing new challenges, including disruptive
business models and technology, engaged and cost-conscious
consumers, and changing payment models. With the nationwide
movement toward value-based payment systems, health system
clinical laboratories have an opportunity to shed the traditional
volume-driven laboratory model and take the lead in demon-
strating how appropriately leveraged diagnostics can improve
patient outcomes and lower the overall cost of care. Making such
a transition demonstrates value, and it is increasingly risky for a
laboratory to function without doing so.

This third and final part of the article series provides a road-
map for transforming the laboratory from an inpatient-focused
hospital entity to a community-focused outreach operation that
provides service to physicians and patients, and brings additional
volumes and revenues to the hospital or health care system.

FIGURE 1

The IHI Triple Aim
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Source: Institute for Healthcare Improvement. The IHI Triple Aim. www.ihi.org/engage/initiatives/tripleaim/
Pages/default.aspx. Accessed January 7, 2016.
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Defining Value
In health care, the classic definition of value is a ratio of outcomes
over cost.! In reality, only the customer can truly define value; thus,
the laboratory must create value in terms of the laboratory (and
health system) customers’ benefit, and ensure customers and or-
ganizational leadership recognize and appreciate that value.
When optimizing health system performance, one of the best
approaches to follow is the Institute for Healthcare Improvement’s
Triple Aim model.? The Triple Aim recommends that an organiza-
tion characterize quality (ie, value) from the view of an individual
member of a defined population. The model focuses simultane-
ously on improving the patient experience, lowering cost, and
managing the health of the defined population (see FIGURE 1).
Up to 70% of the data residing on the electronic health record—
data which are necessary for clinical diagnosis—are from the labo-
ratory.®* Hence, in the effort to achieve the Triple Aim, the value of
the community-based laboratory and outreach program must be
acknowledged. Specifically, the laboratory delivers value by:

» Creating outpatient/outreach laboratory services that meet
or exceed patient expectations, thereby increasing access
and improving customer satisfaction

» Focusing on departmental efficiency (via Lean and other
tools), creating cost-effective and affordable laboratory
testing

» Developing testing protocols and algorithms to support ap-
propriate utilization

» Providing a diagnostic testing service to deliver actionable
data that can be used to improve patient outcomes

» Applying laboratory diagnostics across a population of
patients to improve overall health

Achieving this high level of capability and delivering high-
value service is no simple change; rather, it is a transformational
process.

A Value Roadmap

A depiction of the journey to a value-added state is the Labora-

tory Value Pyramid (see FIGURE 2).* By guiding the laboratory

through four levels of activities, the Pyramid outlines a labora-

tory’s move from its current state to an ideal, value-added one.
Incorporating concepts of business and quality management

systems, the pyramid is designed to help laboratories recognize
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The Laboratory Value Pyramid
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Source: Ellis J, Michel RL. The Laboratory Value Pyramid. Published as a 4-part series in The Dark Report:
Sept. 22, 2014; Nov. 24, 2014; Feb. 17, 2015; March 30, 2015.

which systems and processes require improvement. By identi-
fying a current state and then building upon it using basic im-
provement tools, a laboratory is able to achieve the next level,
ultimately becoming best in class.

The first two levels are internally focused:

Level 1, Achieve Normalcy and Predictability, focuses on
shifting the lab organization away from a system of inspection
to one of prevention (see TABLE 1). It incorporates real time, vis-
ible performance metrics of lab processes along with traditional
quality control data. Laboratories attempting to attain Level 1
must adopt the mindset of continuous improvement.

Level 2, Establish and Meet Standards of Value, begins by es-
tablishing criteria for value via benchmarking, which allows the
laboratory to incorporate quality in results and in customer and
employee satisfaction, and to implement best practices in pro-
duction, supply chain, and finance. Laboratory leadership treats
the department as a well-run business.

Levels three and four are externally focused:

Level 3, Deliver Value that Exceeds Expectations, focuses on
shifting the mindset of the laboratory team from that of a service
provider of lab results to a vital generator of clinical value. A labo-
ratory outreach program plays a significant role in integrating test-
ing across the continuum of care that exists within a health care
system. Thus, the laboratory must transition from delivering com-
modity-level results to creating actionable data that affects costs
and outcomes across the entire health care system.

A Level 3 laboratory applies knowledge of the core competen-
cies obtained in Levels 1 and 2 to areas beyond the laboratory.
Level 3 labs avoid reacting to customer demands and allowing
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TABLE 1
The Goals and Applications of the
Laboratory Value Pyramid

Pyramid Goal Outreach Application

Level 1 |Achieve normalcy | > Utilize existing laboratory capability

and predictability | » Create a consistent level of service

Level 2 |Establish and > Refine and improve existing laboratory
meet standards processes
of value > Develop a differentiated level of
service (support with data)
Level 3 |Deliver value > Extend services fully into the
that exceeds community served by the hospital
expectations or health care system
> Integrate outreach laboratory services
into the overall health system
Level 4 |Use benchmarks |*> Establish outreach metrics that

to achieve best
in class

demonstrate program effectiveness

> Use outreach contribution margin to
justify (return on investment [ROI])
purchases in the laboratory

> Integrate outreach data to be

applied to managing population
health initiatives

other institutional departments to dictate service capabilities,
particularly in the area of information management. Instead, the
level 3 laboratory proactively creates value by integrating essen-
tial patient data and developing algorithms that provide accurate
and timely diagnosis. This, in turn, contributes to shorter hos-
pital stays, faster diagnostic evaluations, and reduced hospital
readmissions within 30 days, thereby avoiding penalties.

Level 4, Use Benchmarks to Achieve Best in Class, ensures the
laboratory’s practices and competencies are recognized as best in
class by peer groups and third-party reviewers. It is achieved only
by leveraging the attributes from the first three levels.

Conclusion

Many of the challenges faced by outreach programs that were de-
scribed in Parts 1 and 2 of this series are addressed as a laboratory
moves toward the creation of value. Externally, these challenges
take the form of demanding providers and price-sensitive payors
and consumers. Internal challenges arise from the ongoing need
to demonstrate the lab’s success to leadership, which impacts the
ability to access adequate resources to support an effective out-
reach and information technology infrastructure. These challenges
likely will always exist, as will uncertainty related to the impact of
the Patient Protection and Affordable Care Act and the increasing
need to prepare for, and respond to, value-based reimbursement
models. Key considerations for managing these challenges include:
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» A laboratory that functions in isolation is a laboratory at
risk; conversely, a laboratory that develops a mechanism
for creating and communicating value is considered a
health system asset.

» A laboratory that is undifferentiated from its competitors is
subject to a cost-sensitive market, whereas a differentiated
laboratory service demonstrates diagnostic value beyond
simply delivering test results.

» A laboratory with a limited scope (ie, inpatient only) im-
pacts a limited population. Conversely, a laboratory with
a comprehensive outreach program impacts a broad and
extended clientele.

» A laboratory that demonstrates value via basic quality
measures soon will be marginalized in the industry, while
a laboratory that builds upon basic quality and establishes
leading indicators will be recognized as an industry leader.

» A laboratory that generates test results is a commodity,
whereas a laboratory that can integrate its diagnostic data
into the complete patient care encounter has the ability to
impact the total cost of care and improve patient outcomes.

By following a defined path to improvement and value, a lab-
oratory can achieve best-in-class status and gain the respect of
its institution and peers. When a laboratory focuses on achieving
the Triple Aim, it contributes to patient satisfaction by deliver-
ing cost-effective service and provides necessary diagnostic data
to improve the management of population health. As such, the
laboratory matures, moving well beyond creating a report that
resides in a patient’s medical record. The laboratory, through its
outreach program, becomes the mechanism by which valuable
diagnostic data are generated, delivered, integrated, and applied
to improve the health of all of the patients it serves. m
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Sources of Outreach Assistance

External Courier Services

Courier Express
Medical Courier Elite
MNX Global Logistics

Outreach Software

www.courierexpress.net
www.medicalcourier.com
www.mnx.com/about_home.aspx

Atlas Medical
CareEvolve
Lifepoint Informatics
McKesson Lab

Billing Services

atlasmedical.com
www.careevolve.com
www.lifepoint.com
www.mckesson.com/laboratory

APS Medical Billing
ARX/XIFIN

Kellison and Company
Laboratory Billing Solutions
McKesson

Psyche Systems

RCM Medical Billing

Telcor

Test Catalog Providers

apsmedbill.com

www.xifin.com

www.kellison.com
www.laboratorybilling.com
www.mckesson.com/bps/pathlab
www.psychesystems.com
www.rcmmedicalbilling.com
www.telcor.com

ARUP Laboratories
Mayo Medical Laboratories

Lab Outreach Consultants

www.aruplab.com
www.mayomedicallaboratories.com

Applied Management Systems
Chi Laboratory Solutions
Huron Healthcare

LabMetrics

Mayo Medical Laboratories
Nichols Management Group

Logistics

www.aboutams.com
www.chisolutionsinc.com
www.huronconsultinggroup.com
www.labmetrics.com
www.mayomedicallaboratories.com
www.nicholsmanagementgroup.com

Medspeed

www.medspeed.com
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