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What Explains Area Variations in 
Medicare Spending?

• Hypotheses
– Variations in clinical practices ?
– Variations in health status ?
– Other factors (income, race, risk factors, Medigap, 

socio-economic status…) ?

• Many explanations, alone & in combination, with 
differing policy implication ? 
– Possibly, as-yet-unidentified causes? (John Snow & 

Broad Street pump)



Variations in Health Status

• Area Variations in Medicare Spending =
– F (health status, 65+…..) =
– F (health status, <65….) =
– F (health risk factors <65…..) 

• Evidence for Area Variations in Health Status
– Mortality rates
– Disability rates
– Severity rates











United States (AK & HI Inset)
Percent 65+ with Disability

22.88 to 25.57   (9)
20.32 to 22.88   (10)
18.81 to 20.32   (11)
17.4  to 18.81   (9)
15.7  to 17.4   (12)

United States % Age 65+ With Going Out of Home Disability, 2000 Census



United States (AK & HI Inset)
Percent 16-64 with Disability

7.03 to 8.9   (11)
6.16 to 7.03  (10)
5.26 to 6.16   (7)
4.16 to 5.26  (12)
3.46 to 4.16  (11)

United States % Aged 16-64 With Going Out of Home Disability, 2000 Census



Distribution of Mean PIP-DCG Risk 
Score Among Counties, 1997
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United States (AK & HI Inset)
% 65+ with Diabetes

16.2 to 22.1  (10)
15.1 to 16.2  (11)
14.6 to 15.1   (8)
13.4 to 14.6  (11)
10.9 to 13.4  (11)

United States % Diabetes Age 65+, 2001 CDC



United States (AK & HI Inset)
% 55-64 with Diabetes

15  to 19.6  (10)
12.9 to 15   (10)
11.6 to 12.9  (10)
10  to 11.6  (10)
7.3 to 10   (11)

United States % Diabetes Age 55-64, 2001 CDC





Distribution of Heart Disease Death Rates 
Among Counties for Women, CDC 1991-1995




