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PREFACE

The hospital laboratory has evolved from a service
unit to a business entity. Unfortunately, this change has
been brought about by circumstances more than by inten-
tions. Gone are the days when its sole responsibility was
to respond to the needs of physicians. The traditional
role of producing laboratory data to aid in the diagnosis
of diseases and to follow the progress of therapy has
been greatly expanded. It is no longer sufficient to be
technically competent and scientifically innovative.

Today the laboratory is more visible. It is forced to
imagine itself as a business without sacrificing or com-
promising its traditional role. It must frequently justify
its financial needs and account for its performance.
Random pricing is under attack. The pooling of risks
necessitates accountability to third parties.

Change is brought about by several social and political
movements. Hospitals are no longer charitable institu-
tions. Financial resources are limited while costs relent-
lessly increase. The rising expectation of health care as
a right can no longer be ignored and has prompted the
call for a more comprehensive system of delivery from
the public sector. In addition, malpractice suits have
generated much discontent from physicians.

The evolution of the modern hospital laboratory has



Preface

produced a chasm between technical competence and sci-
entific innovation on the one hand and inadequate man-
agement skills on the other. This book is written to help
bridge this chasm by presenting an understanding of the
processes essential to cope with the laboratory’s changing
role. The presentation is divided into four parts. Part one
will outline the historical development of the hospital
laboratory leading to the current trends and alluding to
future prospects. Part two deals with the fundamental con-
cepts for planning, organizing, and directing the hospital
laboratory. Part three elaborates on a series of basic operat-
ing concepts. A range of greatly needed modern financial
concepts and techniques is discussed in Part four.

The most pressing issue in any organization is commu-
nication. Much effort was spent in designing and perfect-
ing an inexpensive, simple, and effective request/report
form system. These unique forms and accompanying
instructions for their use are included in Chapter 5,
Communication.

Finally, the highlight of all the controversies to come is
anticipated in Chapter 13. It touches on the well-known
practice of arbitrary pricing. For those in despair, we offer
a systematic model that we hope will signal the beginning
of some logic in the important matter of pricing laboratory
protocols.

R. M. Shuffstall
Brecharr Hemmaplardh
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GROWTH AND
DEVELOPMENT OF THE
HOSPITAL LABORATORY

The American health care industry has an excellent growth
record. According to the Department of Health, Education
and Welfare, by 1980 health care delivery will contribute
9.7 percent of the gross national product, up from the
current 8.6 percent. With a national health insurance
program, the same health care cost could consume any-
where from 10.5 to 11.7 percent of the GNP by 1980,
depending upon which program is legislated.

The Social Security Bulletin, July 1978, reports that
the nation spent a total of $162.6 billion for health care
during fiscal year 1977—from July 1, 1976 through June
30, 1977. This figure represents an average of $737 per
person, an increase of 12 percent over the estimated $145.1
billion spent in 1976 (Table 1-1).

Health care expenditures continue to increase at a
greater rate than the GNP. Fiscal year 1977 spending levels
for health care were 12 percent higher than those for the
previous 12 months, while the GNP increased by 10.2 per-
cent in the same period. Thus, the health care share of the
GNP has grown from 8.7 percent for the year ending Sep-
tember 1976 to 8.8 percent in fiscal year 1977 (Fig. 1-1).

Since much of the health care provided in the United
States is obtained in hospitals, the largest category of
spending in 1977 ($65.6 billion, or 40 percent of the total)
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(in billions)

1950 1960 1970 Fiscal years 1974 1975

FIG. 1-1
National health expenditures and percent of gross national
product, selected fiscal years 1950-1977.

was for hospital care (see Table 1-2). The American Hos-
pital Association estimates that approximately 11 percent
($7.2 billion for 1977) of the total hospital revenues are
attributed to payments for laboratory services.

What are the factors accounting for such phenomenal
growth? Few astute observers would offer any single
reason. In the case of the hospital laboratory, it seems
clear the explanation lies with a variety of scientific, tech-
nical, professional, political, and of late, medicolegal
developments.

Any inquiry into these forces would certainly acknowl-
edge the major role of the researchers and the abilities of
the equipment and product manufacturers who efficiently

chapter 1
Growth and development of the hospital laboratory
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