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ABSTRACT
This paper investigates the concepts of productivity and profitability in the setting of the health care industry. In an attempt to relate the two concepts and investigate the idea of using both terms interchangeably, a study of the same department in two health care institutions was done. Comparisons of results in evaluating the productivity and profitability of these two departments are evaluated in an attempt to give some insight into the measurement of profitability and productivity in health care.

INTRODUCTION
Economics and broad changes in consumer attitudes brought about a change in the health care industry. Inflationary pressures, unemployment, and recession made the soaring cost of health care the focus of government, business, and the consumer. The focus in the health care industry has moved to bringing costs under control. The idea of the best care possible for the most reasonable cost is now in the minds of health care administrators. This paper investigates the concepts of productivity and profitability in the setting of the health care industry. 
Measurement Methods
There are Productivity Measurement Method and Profitability Measurement Method
To calculate productivity measurement, the equations are:
                                   Productivity figure = total workload units/total paid hours                                   (1)
                                   Productivity percent = (productivity figure/60) X 100                                          (2)
Workload unit is the number of minutes spent performing the test or task.
Profitability Measurement Method is cost was subtracted from revenues to establish profitability. This is a basic and rough measurement of profitability; however, because of the complex interdepartmental relationships present in a health care institution, it is practically impossible to distinguish and divide some costs and revenues between departments.
Empirical Results

The above methods of measurement for productivity and profitability were utilized to compare two laboratories. One laboratory is from a moderately sized hospital (approximately 110 beds). The other is located in an ambulatory care facility for a prepaid health maintenance organization. Both have similar staff sizes. The test mix in both laboratories is similar in scope, although the hospital laboratory has a fuller service testing availability. 

SUMMARY AND CONCLUSIONS
This study indicates that the ambulatory care laboratory is more profitable and productive than the hospital laboratory. There are two factors that influence the comparison of the productivity in these two laboratories. The first factor is the difference in the type of patient served by the two laboratories is a major factor in the results. The second factor is influencing the productivity measurement is the turn around time required in each type of health care institution. They point up the problems that exist in using current measures for productivity and profitability.  Health care institutions must develop measures that take both concepts into account before those measures will be useful and accurate.
