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Executive summary

Laboratories play a central role in clinical decision-making, yet many health systems have
questioned their role in recent years. To deliver high-quality, financially sustainable services, labs
must navigate rising demand, workforce shortages, increasing payer scrutiny, and rapid
innovation. As these pressures intensify, health system executives must decide whether to invest
in expanding their lab capabilities or partner with an external provider for lab services.

To better understand how health system leaders are prioritizing lab services and growth,
Advisory Board surveyed 50 hospital and health system executives responsible for laboratory
operations.

The survey reveals that health system labs plan to invest to strengthen laboratory services over
the next five years. Sixty-four percent of respondents expect to increase lab budgets in the short
term, rising to 68% over time. Only 1 out of 50 leaders surveyed expects their lab budget to
decrease.

Leaders are directing resources toward multiple areas that relieve operational strain and
strengthen long-term performance. They are managing pressures like the workforce shortage and
payer scrutiny through investment in automation and a focus on lab test quality and value.
Leaders are also taking proactive steps to capture patient demand by adopting new types of tests
and expanding outreach lab services.

What are the top investment priorities for your hospital or health system’s lab
business in the next 1 to 2 years?

n=50
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Source: Unless otherwise specified, all data in this report is taken from the Advisory Board survey of health
system lab leaders.

This report examines the survey data and describes the top four ways health systems are
prioritizing lab growth. To help leaders act on these findings, experts from Mayo Clinic
Laboratories share their perspective on turning these growth priorities into reality.
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About the survey

Advisory Board surveyed 50 hospital and health system leaders responsible for lab operations to
better understand how health systems are prioritizing lab services. The respondents included:

» 37 directors/senior directors (e.g., directors of operations, directors of ancillary services,
laboratory directors, directors of pathology)

* 11 executives (e.g., chief operating officer, VP of operations)
» 2 other lab leaders (chair of pathology and lab department leader)

The survey respondents represent hospital and health system labs of various sizes. Most have
both inpatient and outpatient lab services, while about half also have an outreach lab service.

94% 48% 38%

Have both inpatient and Have an outreach lab Partner with other
outpatient labs service regional or national labs

How many lab sites does your hospital or health system have?
n=50

More than 15 sites

0 .
11 to 15 sites 46% 1 to 5 sites

6 to 10 sites
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4 ways health systems are pursuing lab growth

Health systems are advancing lab growth through four main tactics. The first two tactics respond
directly to business pressures, including payer scrutiny and workforce strain. With the second two
tactics, health systems are responding to opportunities to capture new market share, by investing
in outreach services and innovative lab tests.

O 1 Prioritize test value in response to payer pressures

O 2 Invest in automation to ease workforce strain
O ; Invest in outreach labs to capture revenue

04 Add innovative tests to meet growing demand

© 2026 Advisory Board « All rights reserved. 4
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O 1 Prioritize test value in response to payer
pressures

Business pressure 0
Health system leaders rank payer-driven cost controls as the biggest threat to their lab business. 40 A)
Both commercial and government payers are tightening management of test utilization and

spend. Payers are particularly concerned about unnecessary testing, such as when tests are Of respondents rank
ordered through established workflows or standing protocols that may not reflect patient-specific commercial or
needs. These patterns can carry financial implications for both payers and providers. For government cost control
example, in Washington State, unnecessary pre-operative testing for low-risk surgeries sFrategles as their .

. e . biggest threat to their
contributed to $86 million in spending." 1ab business

Payers also voice concerns over the rapid expansion of specialized testing. Genetic testing
volumes and associated spend continue to rise, while the number and variation of available tests
outpace existing coding and coverage frameworks.2As a result, payers worry about overuse of
unverified tests. As this scrutiny intensifies, labs face growing pressure to justify both their
ordering processes and the clinical value of the tests they provide.

Payer scrutiny is coming down to tests that cost hundreds
of dollars instead of just thousands of dollars.

Diagnostics market access leader

How leaders are responding

Lab leaders are working to understand how payers and lab benefit managers evaluate lab test
value and aligning their ordering and coding processes accordingly. Their goal is to make tests
easier to defend clinically and ensure reimbursement.

Which of the following actions has your hospital or health system already taken, or
is planning to take, in response to increased commercial/government payer scrutiny?

n=50
0,
58% 55%
44%
20%
Improve ordering and Reduce unnecessary Review payer contracts Outsource some lab
coding accuracy testing services
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Labs have different approaches to demonstrating value. Henry Ford Health System, for example,
used a laboratory formulary to organize tests by clinical category and reported a roughly 50% 3 60/
drop in unnecessary testing after introducing that structure. O

The University of Louisville applied that same approach with an ordering algorithm for Of respondents

autoimmune encephalopathy testing, reducing inpatient use by 10% and saving $5 million over consider impact on lab
five years.! Other systems have taken simpler steps, like requiring clinicians to justify each order,  test quality as their top
which helped the University of Utah lower avoidable lab spending.’ priority when making

investments in lab
Lab leaders at one cancer institute spent the last few years improving their payer negotiation technology

skills and billing documentation. They worked with each local and national payer individually to
understand what data they value most when determining coverage for lab tests. From there, the
cancer institute updated their EHR to ensure the right documentation was included in their
payment requests. As a result, they've increased coverage of their larger panel tests from only
two payers covering the tests five years ago to nearly all payers covering them today.

Key barrier

The rapid rate of innovation, especially in molecular and genetic diagnostics, makes it more
difficult for labs to demonstrate test quality and value. Each new test adds another decision point
around when it should be used and how it will be covered. In genetic testing, the number and
variety of tests on the market have grown quickly, while coding and coverage frameworks have
not kept pace.! Lab teams struggle to sort through that mismatch while also building evidence
and keeping up with payer expectations.

Healthcare leaders today operate in a period of near-
constant disruption, making it crucial to have the foresight
to anticipate trends and respond in disciplined ways that
truly improve patient care.

Dr. William Morice I, President and CEO
Mayo Clinic Laboratories

Expert perspective

As test menus expand and coverage requirements evolve, lab leaders face growing pressure to
demonstrate not only the clinical value of new tests but also when and how they should be
used. That responsibility extends beyond individual organizations and requires engagement in
broader discussions about appropriate test utilization and patient care.

Dr. William Morice Il, President and CEO of Mayo Clinic Laboratories, emphasizes that leaders
can better navigate these challenges by participating in professional communities and
contributing to the broader scientific dialogue. “This not only helps you get insights to make
decisions for your own organization but also broadens your perspective to ensure that new tests
are used thoughtfully throughout healthcare. This approach helps demonstrate the value of the
laboratory in patient care to stakeholders within and outside our laboratory community.”
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O Invest 1n automation to ease workforce
strain

Business pressure

Leaders identify staffing constraints as the second greatest threat to their lab business. The lab 3 2 A)
workforce shortage continues to strain lab operations and limit many organizations’ growth.

According to the U.S. Bureau of Labor Statistics, approximately 22,600 openings for clinical Of respondents rank

laboratory technologists and technicians are projected each year, on average, through 2034, rising compensation

largely due to retirements and workforce turnover.? As of 2022, 46% of open lab roles went rates and staffing

unfilled.4 shortage as their
biggest lab business
threat

Workforce challenges show little sign of easing. Limited awareness of lab careers, constrained
education pipelines, and a lack of clear advancement pathways continue to restrict the supply of
new talent.® Simultaneously, high workloads and compensation disparities contribute to high
attrition rates.® Because of these factors, many organizations struggle to maintain current
capacity, let alone position their labs for future growth.

How leaders are responding

Lab leaders are responding to workforce shortages with a broad mix of strategies rather than a
single fix, though adding automation is top priority. Alongside automation, organizations report
increasing compensation, investing in staff training, and more closely tracking productivity and
costs as areas they are prioritizing. The relatively even mix across these approaches suggests
leaders are trying to stabilize performance from multiple angles, especially as no single strategy
has clearly emerged as dominant. Meanwhile, adjusting non-compensation benefits and
outsourcing ranks among the lowest-priority responses.

Which of the following actions has your hospital or health system already taken, or
is planning to take, in response to rising compensation rates/staffing shortage?

n=50

Invest in new automation technology to

reduce FTE workload I N 46%

Increase compensation budget 44%
Invest in training to upskill/cross train staff 40%
Measuring productivity and costs more closely 38%

Hire lower-cost FTE roles 34%

Adjust roles/responsibilities to promote top of
license task allocation 30%

Adjust non-compensation benefits 24%
Outsource some lab services 18%

Other 2%
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Automation still stands out as the most commonly cited investment, with leaders using it to
reduce manual work and improve throughput across the testing process. Rather than focusing on
advanced capabilities, most organizations prioritize tools that standardize workflows and ease
administrative burden.

Examples of how labs are using automation®

 Intake: Capture data from requisitions and images to auto-populate fields and speed case
entry

» Scheduling and workflow management: Track volume in real time and use historical
patterns to anticipate demand and adjust staffing

* Report generation: Organize incoming data and support report assembly, reducing
manual effort and freeing staff for interpretation

Key barrier

Cost is the primary barrier to adoption of automation technology. The significant capital 0
requirement is likely why larger labs are investing in automation more often than smaller labs. 7 O A)

For organizations already operating under tight financial constraints, even high-priority initiatives
can stall when near-term costs outweigh perceived returns.

Of respondents rank

In addition to cost, leaders highlight data privacy and security as ongoing risks to investing in upfront cost as the
largest barrier to

automation, particularly as Al tools integrate more deeply into lab workflows. One COO stated, adoption of automation
“We are concerned about a potential data breach in the future.” technology

Percent of respondents planning to invest in automation technology

Small labs 40%
n=35
n=15

Expert perspective

As organizations expand their use of automation, leaders emphasize the importance of
grounding these investments in clear, operational needs rather than adopting new technologies
for their own sake. While tools can streamline workflows and reduce manual burden, their
impact depends on how well they align with existing processes and priorities.

Dr. Chris Garcia, Chief Digital Innovation Officer at Mayo Clinic Laboratories, encourages
leaders to start with the problem they are trying to solve. “For laboratory leaders evaluating
automation or Al, the most important step is to start with the problem, not the technology,” he
explains. “You remain the expert in what will truly make a difference for your patients, clinicians,
and care teams.”

From there, leaders must assess whether a solution is financially sustainable and ready for
real-world implementation. As Garcia notes, when a solution clearly addresses a meaningful
challenge, organizations can work with partners to ensure it delivers lasting impact.

© 2026 Advisory Board « All rights reserved. 8
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03 Invest in outreach labs to capture revenue

Business opportunity

Demand for lab services is projected to grow steadily, with volumes expected to rise at a 6.5% 2 O A’)
annual rate through 2033.7 Survey respondents say they are already seeing that growth in
practice, describing lab orders as “doubling” and calling labs “one of the fastest-growing service

Of respondents rank

lines by volume.” outreach expansion as
i their top investment
How leaders are responding priority overall

Health systems are betting on outreach labs to make better use of capacity and capture new
market share. Outreach labs extend lab services beyond the hospital. They receive and process
tests sent from physician offices, urgent care centers, and other non-hospital sites that may or
may not be affiliated with the outreach lab organization.

Existing outreach labs are already generating valuable revenue for their organizations, with
multiple respondents reporting that their outreach business brings in significant profit.

We need to increase budget [for outreach lab services] to
expand and drive profits to the possible maximum.

Chief operating officer speaking on their outreach lab services
Health system with 6 to 10 labs

Our survey found that many large labs have already found success with outreach services, while
smaller health system labs hope to catch up. Specifically, health systems with fewer than 11 labs
were less likely than larger organizations to have outreach labs today, but more likely to invest in
them in the future.

Health systems selecting expansion of outreach lab services as a top 3 investment
priority in the next 1 to 2 years

n=50

62%

52% S7% .
48% °
42%
33% o
29% 25%
1to 5 labs 6 to 10 labs 11to 15 labs More than 15 labs

Have outreach labs today = Plan to invest in outreach labs ‘
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Key barrier

Health system executive buy-in remains a major hurdle to expanding outreach services, as some
organizations still view the lab as a cost center rather than a driver of growth. This perception,
combined with the fact that laboratory services generate less direct revenue than other service
lines despite supporting all of them, makes it difficult for leaders to prioritize lab investments in a
tight margin environment.

Outreach also presents a more complex value proposition than many other investments. lts
impact extends beyond direct revenue to include better use of existing capacity, stronger provider
relationships, and broader contributions to organizational performance. However, these benefits
are often less visible and harder to quantify, limiting leaders’ confidence in the return on
investment.

Therefore, lab leaders must build a clear, credible business case that connects outreach to both
financial performance and systemwide priorities. That process requires alignment across finance,
compliance, IT, and marketing, as well as the ability to translate operational improvements into
outcomes executives value. Without that level of clarity and alignment, even strong outreach
strategies struggle to gain traction.

When leaders and care teams can see both the clinical and
business value, it becomes much easier to align around a
shared vision and invest in the long-term success of the
outreach strategy.

Dr. William Morice Il, President and CEO
Mayo Clinic Laboratories

Expert perspective

Building support for outreach strategies often requires alignment well beyond the lab itself,
particularly as leaders seek to demonstrate both clinical and financial impact.

“Gaining buy-in for an outreach laboratory strategy starts with engagement at every level of the
organization,” says Dr. Morice. He emphasizes that success depends on both grassroots and
leadership engagement, with lab teams staying closely connected to clinicians while clearly
communicating value to executive stakeholders. “That means consistently sharing data on
performance, outcomes, and financial impact, and telling a cohesive story about how the lab
contributes across the entire care continuum.”

© 2026 Advisory Board « All rights reserved. 10
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O 4 Add innovative tests to meet growing
demand

Business opportunity 0
Demand for new lab tests and technology continues to rise, driven by both clinical need and test 5 O A)

innovation. The rise in genetic testing capabilities and new treatment options expands the utility

of multi-panel early detection test and companion diagnostics. Point-of-care tests have also Of respondents rank
become more popular as more clinicians move out of the hospital setting. investing in new tests
as one of their top three
What type of impact will the following have on your lab business over the next priorities for investment
1to 2 years?
n=50
66%
58%
46% 48%
38% 34%
0,
34% 32%32% °
24% ° 26%
6% 8% 4% 8%
) 0,
Multi-panel early Point-of-care-tests  Companion diagnostics At home / direct-to- Microfiuidics
detection tests consumer tests

Positive ~ mNeutral ®Negative ®Unknown

How leaders are responding

Health systems are expanding the range of tests they offer as new diagnostic technologies take
on a larger role in care delivery. Most lab leaders expect multi-panel early detection tests to
have a positive impact on their lab business in the next couple of years. These tests rely on
genetic and genomic data to identify cancer earlier, often through blood-based diagnostics and
expanded gene panels. Single-cancer early detection tests are already standard of care today,
which may be giving lab leaders the confidence in the multi-panel options.

Point-of-care testing is ranked second, with more than half of leaders expecting this technology
to have a positive impact on their lab services. The growth here is largely driven by the
continued shift of care into ambulatory settings.

Companion diagnostics, which help match patients to targeted therapies is third, with a larger
portion of leaders expecting a neutral response on their lab business going forward.
Companion diagnostics have been on the market longer and have become standard of care for
some cancer screening processes. It is possible many labs have already adopted this
technology and don’t expect as much advancement in the coming years.

© 2026 Advisory Board « All rights reserved. 11
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Key barrier

Uncertainty around whether new tests will deliver consistent financial and clinical value remains a
major barrier to investment. Coding and reimbursement challenges make it difficult for labs to
determine if a new diagnostic will generate reliable returns, even after it is adopted. New tests
often reach the market before coding systems fully define how to bill for them, forcing labs to rely
on ambiguous or nonspecific codes that can lead to claim denials or delayed payment.8.10 Even
when codes exist, reimbursement varies widely across payers, with different coverage policies,
documentation requirements, and medical necessity criteria.®

This variability makes it difficult for lab leaders to predict whether a test will ultimately be
profitable or sustainable at scale. At the same time, payers expect strong evidence that
diagnostics improve outcomes or reduce costs, yet that evidence often lags behind the pace of
innovation, especially for newer molecular and genomic tests.8 As a result, many diagnostics sit
in a gray area where clinical promise is clear, but financial value remains uncertain.

Overcoming hurdles in innovation requires a disciplined,
science-first approach paired with a relentless focus on the
patient.

Dr. Matthew Binnicker, Chief Scientific Officer
Mayo Clinic Laboratories

Expert perspective

As labs expand their innovation portfolios, leaders emphasize the importance of balancing speed
with scientific rigor. New tests often show strong clinical promise, but organizations still need the
evidence, operational infrastructure, and quality processes required to support adoption at scale.

Dr. Matthew Binnicker, Chief Scientific Officer at Mayo Clinic Laboratories, said that while the
pace of innovation can make it tempting to prioritize speed, trust is built by grounding every step
in rigorous experimentation, objective data, and a willingness to challenge assumptions.

“By collaborating across teams, pressure-testing our ideas, and identifying ways to work more
efficiently without compromising safety or quality, we can move innovation forward responsibly,”
he added.

© 2026 Advisory Board « All rights reserved. 12
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Resources for health system lab leaders

For more on how health systems are strengthening lab performance and driving growth,
explore additional insights and resources from Mayo Clinic Laboratories, including podcasts,
articles, and videos on improving efficiency, expanding services, and demonstrating value
across the care continuum.

Advisory Board resources

N\ EXPERT INSIGHT N\ EXPERT INSIGHT
4 ways lab teams use Al to streamline 2 ways labs can embrace innovation to drive
workflows revenue and accelerate growth
Read now Read now
N\ REPORT N\ INFOGRAPHIC
3 strategies to harness the value of 2 paths through the murky waters of
genetic testing lab utilization
Read now Read now
N\ CASE STUDY N\ EXPERT INSIGHT
How UT Southwestern closed genomic 6 questions shaping the future of
testing gaps in prostate cancer care oncology screening and diagnostics
Read now Read now

We understand that getting the attention of your target audiences can be difficult.
With Advisory Board Sponsorship, organizations can partner with us to create
content and collaborate on events that showcase their brand, product, and expertise
to more than 4,500 healthcare organizations.

Learn more at: advisory.com/sponsorship.
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