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Understandi ng Lakt
Four Biggest Sources of Change

1. Reimbursement

2. Disruption in physician practice
models

3. Era of Personalized and Proactive
Medicine informed by genetics

4. Adoption of QMS by labs
and all' providers



Force for Change #1

New Reimbursement Models
A Fee-for-Service Is on the way out.

A In Its place:

value-based reimbursement.
A EXpect to see:

£ Bundled payments.

£ Capitation.

= Pay for Performance (P4P).

A Transition is already underway
with Medicare and private payer ACOs.



Impact on Labs Is Huge

A Lab economics recognizes value
of economies of scale when payment
Is fee-for-service.

A As fee-for-service disappears,
labs will be paid according
to how they add value to physicians
and help improve patient outcomes.

A Big change for clinical labs, since high
volume no longer guarantees success.



e Force for Change #2 _
Physician Market Transforming

A Premise: traditional market
for iIndependent lab companies
has been office-based physicians.

A These physicians were self-employed
or owners of their medical practice.

A That Is no longer true.
A New practice models evolving.

A Add to this the Gen X and Gen Y
differences in attitude, work ethics.



Total Physicians vs. Truly Independent’ —
Projected Change, 2000-2013 (00Os)
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Trend I1s Away
from Inpatient Services

A Community hospital lab outreach
progams have interesting dilemma.

A Emphasis now on keeping people
out of hospitals.

A Growing proportion of lab specimens
will be originate in outpatient
and outreach settings.



Eii Medicare inpatient discharges per
beneficiary declined as outpatient

visits per beneficiary increased
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Key Point
Inpatient procedures
growing by single digits
each year.

Outpatient procedures
growing at doubldigit

rates annually.

Labs must have access
to outpatient and outreach
specimenk

Source:
MedPadreport to Congress:
Medicare Payment Policy,
March 2014




Figure |: Healthcare spending by Type of Activity
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Force for Change #3
Personalized, Proactive Medicine

Informed by Genetics

A During your career: reactive medicine
and acute care.

A Coming soon to a provider near you.

c Proactive Medicine.

£ Personalized Medicine
(Precision Medicine).

£ Genetic analysis; whole human genome
seguencing.



New Clinical Care Paradigms

A Keep patients out of hospitals!

A Detect disease early, when it Is
more easy to treat.

A Actively help patients manage
their chronic diseases.

A Use Incentives to encourage positive
lifestyle choices and activities.

A Support these goals with genetic
knowledge as it Is developed.



