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Variations in Practice: Origins 

Source: Science, December 14, 1973; Volume 182, pp 1102-08. 



A brief summary 

Health policy (generally) has assumed:  
Science mediated through the professional authority 
granted to expert physicians produces the best care 
possible for both individuals and populations 

With disappointing results 

Science now tells us:  
(1) Evidence for many current treatments is 

insufficient.  Even when evidence is good, 
failures of “execution” are common.  

(2) Whether a treatment is right for a patient 
depends on their preferences and values.  

(3) Waste is rampant, because supply and provider 
opinion determine utilization rates.    

Doing the right thing – and doing it right  A learning system:  improvement science 

Doing the right thing – for the right patient Make sure care is aligned with patient preferences 

Doing the right thing – and no more    Integrate; monitor performance, align incentives 

Suggesting an alternative path:  
 



1. Rethinking Variation:  Consider Three Categories of Care 

2. Variation in Spending and Quality: Implications for Reform 

3. The Beginnings of Accountable Care 

4. Where are we now?  What might we do?   

The Journey to Accountable Care 



Categories of Variation 

Source: Wennberg et al., Health Affairs, 2002. 

Category Definition 

Effective Care Services of proven effectiveness that involve no 
significant trade-offs — all patients with specific 
medical needs should receive them.   
• Variation in process a major influence. 



Effective Care: Regional Variation 

Ocala, FL   89% 

 

Atlanta, GA  83% 

 

Denver, CO  76% 

 

Grand Forks, ND  73% 

 

Casper, WY   54% 

Percent of Diabetic Medicare Enrollees 
Receiving Blood Lipids Test (2010) 

Source: The Dartmouth Atlas 



Effective Care: Hospital-Level Variation 

Door to Balloon time in heart attack 



Categories of Variation 

Source: Wennberg et al., Health Affairs, 2002. 

Category Definition 

Effective Care Services of proven effectiveness that involve no 
significant trade-offs — all patients with specific 
medical needs should receive them.   
• Variation in process a major influence. 

Preference-Sensitive Care Involves trade-offs; decisions should therefore be based 
on patients’ preferences and values. Supporting 
evidence may be weak or strong. 
• Provider opinion (and capacity) a strong influence.  



Preference-Sensitive Care: Regional Variation 

Source: Center for Health Care Research and Transformation Issue Brief: Variation in Interventional Cardiac Care in Michigan (April 2012) 

Elective Percutaneous Coronary 
Interventions Per 1,000 Members 

Patients: 
88% believed PCI would reduce risk of MI 

 
Cardiologists: 

43% would do PCI even if no benefit 



Preference-Sensitive Care:  Role of shared decision-making 

How many open heart programs might be needed in the U.S.?  



Categories of Variation 

Source: Wennberg et al., Health Affairs, 2002. 

Category Definition 

Effective Care Services of proven effectiveness that involve no 
significant trade-offs — all patients with specific 
medical needs should receive them.   
• Variation in process a major influence. 

Preference-Sensitive Care Involves trade-offs; decisions should therefore be based 
on patients’ preferences and values. Supporting 
evidence may be weak or strong. 
• Provider opinion (and capacity) a strong influence.  

Supply-Sensitive Care Little or no clinical evidence on use, so judgment 
required (visits, hospital stay). Use rates strongly 
influenced by supply.  
• Capacity (and provider opinion) a strong influence. 



Supply-Sensitive Care: Regional Variation 

Association Between Hospital Beds per 1,000 and Discharges per  
1,000 Among Medicare Enrollees: 306 Hospital Regions 

Hip Fracture 
R2 = 0.06 

All Medical 
Conditions 
R2 = 0.54 

Acute Care Beds 
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Source: The Dartmouth Atlas 



Supply-Sensitive Care: Physician-Level Variation 

Frequency of High Cost Imaging among Physicians in a Medical Group  

Source: May 29, 2008 Presentation at Federal Trade Commission, Tom Lee, MD (Partners  Healthcare System) (used with permission) 



Categories of Variation 

Category Definition Example 

Effective Care Services of proven effectiveness that 
involve no significant trade-offs — all 
patients with specific medical needs 
should receive them.   
• Variation in process a major influence. 

Preference-
Sensitive Care 

Involves trade-offs; decisions should 
therefore be based on patients’ 
preferences and values.  Supporting 
evidence may be weak or strong. 
• Provider opinion (and capacity) a 
powerful influence.  

Supply-
Sensitive Care 

Little or no clinical evidence on use, so 
judgment required (visits, hospital stay). 
Use rates strongly influenced by supply.  
•  Capacity (and provider opinion) a 
strong influence. 

Source: Wennberg et al., Health Affairs, 2002. 

Doing the right thing – and doing it right 

Doing the right thing – for the right patient 

Doing the right thing – and no more  



The Journey to Accountable Care 

1. Rethinking Variation:  Consider Three Categories of Care 

2. Variation in Spending and Quality: Implications for Reform 

  



Per-Capita 2009 Medicare Spending by HRR (Age, Sex, Race Adjusted) 

 

Variations in Practice and Spending: Implications for Reform 

Miami, FL            $16,639 

McAllen, TX   $14,576 

Manhattan, NY  $13,453 

Los Angeles, CA  $12,711 

Detroit, MI   $11,647 

Chicago, IL   $11,646 

San Francisco, CA  $9,913 

Cincinnati, OH   $9,388 

Lebanon, NH   $8,124 

Minneapolis, MN  $7,734 

Des Moines, IA  $7,382 

Rochester, MN  $7,120 

La Crosse, WI   $6,532 

Source: The Dartmouth Atlas 



Health Implications of Regional Variations in Spending 

  Initial study: 1 million Medicare beneficiaries with AMI, colon 
cancer, and hip fracture 

 Compared content, quality, and outcomes across high and low 
spending regions 

 

Variations in Practice and Spending: Implications for Reform 

Source: See slide notes. 

Per-Capita Spending 
 

Low (pale): $3,992 
High (green): $6,304 

 

Difference: $2,312 (61%) 



Variations in Practice and Spending: Implications for Reform 

1.00 1.5 2.0 0.5 2.5 
Ratio of rate in high spending to low spending regions 

Supply Sensitive: Often avoidable care 

Visits (mostly to specialists) 
Imaging 
Diagnostic Tests 

Inpatient Days in ICU or CCU 

Total Inpatient Days 

Preference Sensitive: Values matter 

Total Hip Replacement 
Total Knee Replacement 
Back Surgery 
CABG following heart attack 

Effective Care: Benefit clear for all 

Reperfusion in 12 hours (Heart attack) 
Aspirin at admission (Heart attack) 

Mammogram, Women 65-69 
Pap Smear, Women 65+ 
Pneumococcal Immunization (ever)  

Bar on this side 
indicates higher 
spending regions 
get more of the 
indicated form 
of care. 

Source: The Dartmouth Atlas 



No better function 

Variations in Practice and Spending: Implications for Reform 

Health           
Outcomes 

No gain in survival 

Physician’s 
Perceptions 

Worse communication 

Greater difficulty 
ensuring coordination 

Greater perception  
of scarcity 

Patient-Perceived 
Quality 

Lower satisfaction with 
hospital care 

Worse access to primary 
care 

No less sense that care  
is rationed 



 Not patient preferences or malpractice 

 Capacity important, but explains less than half of the difference 

 Clinical decision-making for preference and supply-sensitive care 
clearly important 

Why the variations?  



Variations in Practice and Spending: Implications for Reform 

“We do manage very aggressively the patients we 
care for… We have excellent outcomes.”                                             
                                                       Dr. John Schaeffer     



Variations in Practice and Spending: Implications for Reform 

“We do manage very aggressively the patients we 
care for… We have excellent outcomes.”                                             
                                                       Dr. John Schaeffer     



Variations in Practice and Spending: Why clustered regionally? 

McAllen El Paso 
Source: The Dartmouth Atlas 



Variations in Practice and Spending: Implications for Reform 

“[McAllen] … a medical 
community came to treat 
patients the way subprime 
mortgage lenders treated 
home buyers: as profit 
centers.” 



Variations in Practice and Spending: Implications for Reform 

Gundersen-Lutheran 
La Crosse, WI 

“…a culture that focuses 
on the wellbeing of the 
community, not just the 
financial health of our 
system.” 

Jeff Thompson, MD 
CEO Gundersen-Lutheran 

Source: The Dartmouth Atlas 



    

  
Flawed conceptual model: Health 
is produced by face-to-face visits with 
physicians. Care is fragmented. 

New model: It’s the system. Establish 
organizations capable of redesigning 
practice , right-sizing capacity 

Wrong incentives reinforce model, 
reward fragmentation, induce 
overuse of unnecessary care.  

Rethink our incentives: Realign 
incentives – both financial and 
professional – with aims.   

Confusion about aims: Is it about  
money or something more? 

Clarify aims: Better health, better care, 
lower costs – for patients and 
communities. 

Absent or poor data leaves practice  
unexamined and unable to improve; 
choices uninformed by evidence. 

Better information: to support 
improvement &  shared decision-
making;  and determine true demand 

Variations in Practice and Spending: Implications for Reform 

Underlying Problem Key Principles 



The Journey to Accountable Care 

1. Rethinking Variation:  Consider Three Categories of Care 

2. Variation in Spending and Quality: Implications for Reform 

3. The Beginnings of Accountable Care 

   



The Current Opportunity: Health Care Reform 

Affordable Care Act 
 Investments in public health 
 Health information technology 
 Expanded coverage 
 New payment models 



Episode (Bundled) Payments 

 Theory: Single payment encourages integration to improve care 

 Practice: Many payers testing this approach 

 Limitations: Boundaries contentious, incentive to do more remains 

 Evidence: No evidence yet 

 

Medical Home 

 Theory: Payment to support (currently unfunded) primary care functions 

 Practice: Adoption underway with federal and private payers 

 Limitations: Leaves responsibility with PCP; no incentive for specialists or 
hospitals to support improvement 

 Evidence: No evidence yet in fee-for-service practice; emerging evidence 
within integrated systems under global payment 

 

 

The Current Opportunity: New Payment Models 



Origin: Population-Based Accountability for All Categories of Care  

 

The Randolph Project 

Purpose 
 Ensure delivery of effective care 
 Shared decision-making to get 

patients the care they want and 
right-size capacity 

 Continually eliminate waste 



The Current Opportunity: ACOs 

 

Core Ideas 
 Population-based virtual budgets 
 Real or virtual organizations 
 Performance measurement 
 Patient choice 
 Accommodate diversity 



The Current Opportunity: ACOs 

The ACO Shared Savings Opportunity 



The Current Opportunity: ACOs 

ACOs: 2009 (21) 



The Current Opportunity: ACOs 

ACOs: 2013 (328) 

Note: The sum of ACOs reflects the total number of unique, publicly identifiable, confirmed private-payer ACOs as of 08/2012 and public-payer ACOs as of 01/2013. 



A payment model focused on performance – not structural 
requirements – and focused on the overall care of a population 

 

Diverse organizational forms are enabled  

 Integrated delivery systems  

 Physician groups and networks 

 Hospitals (employing or contracting with their physicians) 

 Community clinics 

 Pharmacy-supported MD networks 

 

 

 

The Current Opportunity:  Accountable Care 



The Current Opportunity:  Accountable Care 



The Current Opportunity:  Accountable Care 

Capabilities 
 Quality measurement 
 Financial reporting 
 Risk stratification 
 Population management 
 Chronic disease management 
 Care coordination 
 Advanced IT tools 
 Community-health provider 

collaboration  



ACOs: Might this work for patients?  

     Overall       Duals 
 

All PGP        $114          $532 
                          (1%)          (5%)  
 

Marshfield     $642          $987 
                          (9%)         (11%) 
 

D-H        $-132         $397 
         (- 2%)       (3.2%) 



The Journey to Accountable Care 

1. Rethinking Variation:  Consider Three Categories of Care 

2. Variation in Spending and Quality: Implications for Reform 

3. The Beginnings of Accountable Care 

4. Where are we now?  What might we do?   



Insights, Opportunities and Challenges 

Underlying problem Possible approach 

Limited knowledge about what works, 
how, for whom, in what contexts  
 
 

A learning health care system embedding 
measurement and improvement 
 Practice  networks 
 Meaningful measures (PROMs, costs) 
 Comparative effectiveness research 
 Advanced technology and analytics 

Opportunity:  
Improvement in knowledge and care 
 
Challenge: 
Balancing public and private good 
Addressing all 3 categories of variation  



Insights, Opportunities and Challenges 

Underlying problem Possible approach 

Flawed model: professional autonomy 
Science mediated by expert physicians 
(in face-to-face visits) produces the best 
care possible  

New model: organized care 
Consumers empowered by technology 
and teams engage in self-care and 
informed decisions to achieve their goals 

Opportunity:  
Patients receive care aligned with goals 
Capacity determined by true demand 
 
Challenge: 
Retraining the healthcare workforce 
Right-sizing, redesigning physical plant 
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A brief summary 

Health policy (generally) has assumed:  
Science mediated through the professional authority 
granted to expert physicians produces the best care 
possible for both individuals and populations 

Science now tells us:  
(1) Evidence for many current treatments is 

insufficient.  Even when evidence is good, 
failures of “execution” are common.  

(2) Whether a treatment is right for a patient 
depends on their preferences and values.  

(3) Waste is rampant, because supply and provider 
opinion determine utilization rates.    

Doing the right thing – and doing it right  A learning system:  improvement science 

Doing the right thing – for the right patient Make sure care is aligned with patient preferences 

Doing the right thing – and no more    Integrate; monitor performance, align incentives 

Suggesting an alternative path:  
 

With disappointing results 




