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Expanding a health system is often a complex and messy process. A growing system may build
new hospitals and acquire others, all while renovating older facilities and shifting departments
around to keep pace with evolving needs. For laboratories, the result can be a hodgepodge of
test menus, interfaces, workflows, and supply chains that are patched together well enough to

work, but not to work well.
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“The idea behind most mergers or acquisitions is that the whole will

be greater than the sum of its parts. You're not achieving that if you
don't integrate operations. You're just acquiring pieces that don't
work together any better than they did before you brought them on.”

David Shiembob, MBA, C(ASCP)™, Manager, ARUP Healthcare Advisory Services

In the postpandemic landscape, health systems are
pursuing growth more aggressively, which has led to an
upswing in requests for ARUP Healthcare Advisory Services
to partner in system laboratory alignment projects. In 2024,
the volume of mergers and acquisitions (M&A) activity was
70% higher than the pre-COVID-19 trendline, according to
PwC, a global accounting and professional services firm.

“The idea behind most mergers or acquisitions is that the
whole will be greater than the sum of its parts. You're not
achieving that if you don't integrate operations. You're
just acquiring pieces that don't work together any better
than they did before you brought them on," said David
Shiembob, MBA, C(ASCP)®™, manager, ARUP Healthcare
Advisory Services.

The goal of system laboratory alignment efforts is to
integrate laboratory services across the entire health
system to improve efficiency, save money, and support
patient care. "Essentially, we're looking to optimize the
delivery of lab services across the enterprise,” said Sandy
Richman, MBA, C(ASCP), vice president, ARUP Healthcare
Advisory Services.

Health Systems Are Under
Pressure

M&A activity is just one reason health systems are seeking
stronger laboratory alignment. Another is the tremendous
pressure they are under to reduce costs. Shiembob
described four factors that are contributing to increased
laboratory expenses: inflation in labor and supply costs, the
aggressive growth plans of systems that are attempting to

get back on track after the COVID-19 pandemic, the escalating
expense of new specialty testing, and the continued
incorporation of physician groups into health systems, which
increases demand for system laboratory services.

In the face of that financial pressure, system laboratory
alignment can help achieve cost savings by pinpointing
areas for consolidation, eliminating redundancies, and
optimizing resources such as laboratory space, equipment,
and staffing.

‘A unique approach Healthcare Advisory Services takes
is not just focusing on saving the most money but on
delivering the best patient care, as well,” Richman said.
“Centralizing some tests would reduce the lab budget, for
example, but if key treatment decisions are being made
based on those test results, you could save a little money
in the lab but lose more money in delayed diagnoses and
treatments or worse patient outcomes.”

The Problems of Misalignment

Poor system laboratory alignment can cause a host of
operational challenges for an organization. “As health
systems get larger, they're not always doing things in the
most efficient way. Different hospitals may have separate
reference laboratories. They may have duplicate testing that
doesn't need to be done at multiple sites. They're on different
lab information and electronic medical records systems,”
Richman said.

Additionally, the system may have incompatible or redundant
laboratory equipment, and sites may be relying on different
vendors. Due to poor interfacing between laboratories, the
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focusing on saving the most money but on delivering the best

Sandy Richman, MBA, C(ASCP), Vice President, ARUP Healthcare Advisory Services

system may be losing revenue to test leakage—outsourcing
tests to reference or boutique labs when those tests could
be performed internally instead.

All these inefficiencies are costly for the health system, but
they also affect clinicians and their patients. For example,
physicians practicing at multiple facilities may encounter
entirely different test ordering and resulting processes

at each location. Patients who travel between different
system facilities are similarly affected. “They could have
their records in different systems; they could have different
testing performed depending on where they go—different
manufacturers, different reference ranges—so it can be
difficult for a physician to see all the testing that's been done
on the patient and compare those results,” Shiembob said.

Patients may have very different experiences based on
which system facility they visit. Billing processes may differ
from one location to another, and test results might be
delivered through varying platforms or formats. “That's a
dissatisfier,” Shiembob said.

Benefits of Alignment

A well-aligned system is fine-tuned to operate efficiently.
Each lab has a distinct role in the system, with thoughtfully
curated test menus. “You're making holistic decisions about
which testing should be performed at each lab so you can
benefit from economies of scale while also providing rapid
results to enable clinical decision-making,” Shiembob said.
Additionally, workflows and communications are streamlined
between labs and with clinicians.

These efficiencies can translate into significant cost savings
for the system. When labs are well aligned, each lab makes
the most of its space, staffing, and instrumentation, which
reduces redundancy and eliminates waste. Standardizing
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technology across all labs streamlines vendor management,
enables bulk purchasing, and supports consistent reporting
and test reference ranges.

Alignment also creates the opportunity to establish centers
of excellence that specialize in complex or rare types of
testing. “A benefit of building up those centers of excellence
is that they will attract talent to your organization—experts in
the field,” Richman said.

Most importantly, alignment can help improve patient
outcomes. “If you have well-integrated system laboratories,
patient results are consistent and transparent, providers
have easy access to those results, and your turnaround
times for routine testing should be top-notch,” Shiembob
said. “You're prioritizing getting those test results fast, even if
it means a little higher cost per test.”

Making an Impact

"System lab alignment projects allow us to make a bigger
impact with our clients,” Shiembob said. “When we're talking
about new lab construction and laboratory operations
across many different hospitals, that is a scale of impact
that is very large.”

ARUP consultants are ideally suited for system laboratory
alignment projects, Richman said. “We're proud of the fact
that our team has a diverse healthcare background. We all
recognize how important the laboratory is to patient care
and to the health system overall. Each team member brings
a unique and valuable perspective to these projects,” he said.

In our Summer 2025 issue of Magnify at aruplab.com/
magnify, we profile two Healthcare Advisory Services
consultants who draw upon their extensive experience in
clinical laboratory management and operations to help clients
overcome challenges and strategize for future success.

ARUP Healthcare Advisory Services

Laboratories are often hidden gems within an organization, and their inherent value is

easily overlooked. ARUP Healthcare Advisory Services can help laboratories quantify their
value in terms of revenue potential and impact on patient care. ARUP consultants can also
help highlight the hidden costs of outsourcing and work with labs to improve operational
efficiencies. Healthcare Advisory Services is a full-service clinical laboratory consulting group
that provides tailored solutions that equip labs with the necessary tools and strategies to

deliver value-based care and achieve long-term revenue goals for their health systems.

Book a consultation with our advisors to see how we can help
demonstrate the value of your laboratory or meet other operational goals.
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A Blueprint for Alignment

Because every health system is unique, ARUP Healthcare Advisory Services takes an adaptable,

agile approach to system laboratory alignment. In general, the consultations the team offers

focus on the following categories:

Governance

Many health systems lack the laboratory governance that
equips the leadership to make decisions for the entire
organization. Instead, lab leaders “often focus on the

needs of their individual hospital rather than approaching
the laboratory as a system-level service line," said Chris
Rabideau, MBA, MSL(ASCP)®, senior healthcare consultant
with ARUP Healthcare Advisory Services.

In the case of one recent client, “Each facility functioned
independently of the others, not only in how the laboratory
was managed, but also in the selection of instruments and
whether those purchases were made at the system level or
by the facility itself," explained Ladonna Bradley, MT(ASCP),
senior healthcare consultant.

Healthcare Advisory Services consultants can help health
systems establish a robust governance structure to oversee
lab services and support efficient decision-making.

Testing Data

ARUP consultants take a deep dive into testing data to
assess which tests are performed at each facility, the
instruments in use, testing volumes, and whether the testing
is for inpatients, outpatients, or outreach programs. Using
these data, the team provides recommendations in the
following areas:

Consolidation. Consolidating certain high-volume testing to
a single laboratory can reduce redundant instrumentation
and enable labs to specialize.
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Leakage. Facilities may be outsourcing tests that could be
performed within the system to external referral laboratories.

Insourcing. By analyzing system instrumentation and
sendout volumes, the team can identify tests that could
be brought in-house with an FDA-approved, commercially
available kit or methodology.

Each of these categories presents cost-saving opportunities.
In one recent engagement, ARUP advisors identified

nearly $2.5 million in test leakage, along with $1.1 million

in potential insourcing opportunities, based on the client's
existing instrumentation.

Integration Opportunities

Integrating equipment and other technologies systemwide
can enhance efficiency. ARUP consultants often recommend
aligning vendor platforms across the system, which allows
for fewer vendor contracts and better economies of scale
for purchasing while also supporting improved continuity of
care.

Relying on multiple laboratory information systems (LISs)
can hinder efforts to consolidate and streamline testing.
In one case, consultants discovered that a single facility
accounted for 75% of a system'’s testing leakage. That
facility’s lab operated on a separate LIS, which made it
difficult to order tests from other system laboratories.

“Having orders and results flow seamlessly between
facilities is critical,” Rabideau said.

Laboratory Space

Testing consolidation and lab specialization often impact
space utilization across system facilities. Some labs may
need to squeeze in more equipment, whereas others may
need underutilized equipment removed. As testing volumes
shift, demand may increase for storage and workspace to
support added capacity.

Sometimes, systems may need to construct new facilities
to accommodate growth. “As demand on a hospital
laboratory grows, they don't have the luxury of expanding
their lab, so they start growing outside of the laboratory.
They end up fragmented in different rooms, different parts
of the hospital, different parts of the campus, and that
fragmentation can lead to issues,” Richman said.

This was the case for a growing system with 12 laboratory
facilities. ARUP consultants partnered with the organization
to develop a long-term strategy for aggressive consolidation
that included the creation of a new central laboratory. As a
transitional step, the plan established specialty hubs within
the system to help alleviate pressure on the overburdened
hospital labs.

Staffing

Healthcare Advisory Services consultants help health
systems plan for current- and future-state staffing needs
based on the recommendations provided. “We utilize
established industry benchmarks to assess productivity
across all locations and measure the impact of our
recommendations,” Rabideau explained.

The Final Assessment

Solutions are never one-size-fits-all. That's why Healthcare
Advisory Services offers clients a range of tailored options
to achieve system laboratory alignment.

“One of our key deliverables is a current-state assessment,
which provides a detailed analysis of existing workflows,
staffing, and service operations to identify strengths,
challenges, and opportunities for improvement. Then

we present future-state options—models designed to
optimize their services—which clients can adapt and scale
to meet their systemwide goals,” Bradley said. “Every
recommendation provides a clear, actionable road map to
guide next steps.”

Heather Stewart, heather.stewart@aruplab.com

This article is an excerpt from Magnify: The Art and Science of Diagnostic Medicine.

To read other Magnify stories, visit aruplab.com/magnify.
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