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Executive Summary

This session focused on one central issue: how diagnostics, specifically lab data, can generate revenue based
on the value created rather than just reimbursement for the test performed.

The panel argued that labs can do much more than return a result: they can identify risk earlier, improve care
coordination, close care gaps, and help health systems and payers succeed in value-based care. The challenge is
that the current system still mostly pays labs in a Lab 1.0 model: order, run the test, report the value, bill for
reimbursement. The panel explored what it would take to move toward a Lab 2.0 model where labs are, paid for
identifying risk, driving meaningful action, and improving patient outcomes.

A major proof point came from Rick VanNess sharing his story about working at TriCore Reference Laboratories,
where the lab built contracts with Medicaid plans and received payment on a per-member-per-month basis for
identifying pregnancies, hepatitis C, diabetes, and other conditions earlier and more accurately than claims data
alone. This, in and of itself, demonstrated that an alternative payment model could work. But the panel also
explained why this has not been more broadly scaled: health systems are under financial pressure, incentives are
misaligned, communication pathways are weak, and labs are still treated primarily as a transactional service
rather than a strategic population-health asset.

The panel's overall conclusion was that labs already have the data and the clinical relevance to create major value,
but they need better economic alignment, policy support, workflow integration, and educational avenues to
become full partners in value-based care.

The Business Model Shift: Payment Follows Value.

Lab 1.0 has its own business model: fee-for-service, order in, result out. The ‘customer’ in this case is the ordering
physician. Payment follows volume.

Lab 2.0 requires a fundamental shift in action:

1. Risk — Institutions bear financial risk; these are the payers, ACOs, self-insured employers, etc.
They need earlier identification, better risk adjustment, and cost avoidance.



2. Policy — Institutions that influence the Quadruple Aim are health systems, government, quality programs, etc.
They need data to shape care models and drive improvement in patient outcomes.

3. Behavior — The players who act on risk include physicians, care teams, patients, etc.
Risk stratification must drive action and compliance.

4. Outcomes — Clinical intervention, clinical prevention, HCC adjustment, HEDIS optimization, total cost of care,
etc. These are improved in Lab 2.0.

The Path Forward

Population health budgets may be the first place labs capture value. If labs can show the ROl in closing care gaps,
they should expect to be funded alongside pharmacy, analytics, and outreach.

Employers, especially self-insured employers, may become the most promising customers. They bear cost directly
and can allow for more creativity than Medicare contracts.

Policy is opening doors, but labs must claim a seat at the table. If labs are not part of alternative payment models,
they will not share in the new value pools.

The Bottom Line

Lab 2.0 is not Lab 1.0 with better technology. It is a different business, serving different customers, with a
different value proposition, which demands different payment.
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