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There is unwarranted variation in the practice of medicine and the use of medical resources in the

United States. There is underuse of effective care, misuse of preference-sensitive care, and overuse of
supply-sensitive care.

Hospital beds, once built, will be used.

In the early 1960s, UCLA public health researcher Milton Roemer
pointed out this relationship between the supply and use of
hospital beds. Known today as Roemers Law, it is central to
understanding the phenomenon of supply-sensitive care and
how a health care systems capacity helps drive how its resourc-
es are used.

What is supply-sensitive care and why is it important? It is care
whose frequency of use is not determined by well-articulated
medical theory,much less by scienti cevidence.Supply-sensitive
services include physician visits, diagnostic tests, hospitalizations
and admissions to intensive care among patients with chronic
illnesses. Finally, as Dartmouth Atlas Project research has dem-
onstrated, the use of supply-sensitive care varies widely across
the U.S.and is overused in many regions. This is where Roemer s
law comes into play the most important determinant of this
variation is the areas supply of hospital beds, physician special-
ists, etc. Where there is greater capacity, more care is delivered
whether or not it is warranted.

These ndings are particularly important for Medicare. With
Medicare heading for a scal train wreck, policymakers should
take note of the overuse of unwarranted hospitalization and
associated physician services among Medicare patients. More
than 50 percent of Medicare spending is used to buy visits to
physicians, diagnostic tests and hospitalizations, mostly for
patients with chronic illness. The conditions that generate the
most spending are congestive heart failure, chronic lung disease
and cancer. Our research shows there are wide variations in what
Medicare spends for services to treat chronically ill patients and
that higher spending does not achieve better outcomes. ¢

The importance of managing this overuse is underscored by
our studies showing that variation in the use of supply-sensitive
care explains most of the variations in Medicares per capita
spending among U.S. regions. For instance, Medicare spending
per enrollee varies almost three-fold among hospital referral
regions and academic medical centers. The variation among spe-
ci ¢ hospitals is also striking. Our recent study of the 226 largest
California hospitals (those with suf cient numbers of patients
to allow accurate measurement of resource use) showed that
Medicare spending per patient in the last two years of life
ranged from $24,722 to $106,254. ¢ The potential savings are
enormous. For example, over the ve year period of this study

Unwarranted Variation: The Overuse, Underuse,
and Misuse of Care

There is unwarranted variation in the practice of medicine
and the use of medical resources in the United States. There
is underuse of effective care, misuse of preference-sensitive
care,and overuse of supply-sensitive care.

[J Underuse of most kinds of effective care (such as the
use of beta-blockers for people who have had heart attacks
and screening of diabetics for early signs of retinal disease)
is very common even in hospitals considered among the
best in the country including some academic medical
centers. The causes of underuse include discontinuity of
care (which tends to grow worse when more physicians are
involved in the patients care) and the lack of systems that
would facilitate the appropriate use of these services.

[J Misuse of preference-sensitive care refers to situations
in which there are signi cant tradeoffs among the avail-
able options. Treatment choices should be based on the
patients own values (such as the choice between mastec-
tomy and lumpectomy for early-stage breast cancer); but
often they are not. Misuse results from the failure to accu-
rately communicate the risks and bene ts of the alternative
treatments, and the failure to base the choice of treatment
on the patients values and preferences.

[J Overuse of supply-sensitive care is particularly apparent
in the management of chronic illness (such as admitting
patients with chronic conditions such as diabetes to the hos-
pital, rather than treating them as outpatients). The cause is
an overdependence on the acute care sector and a lack of
the infrastructure necessary to support the management of
chronically ill patients in other settings.

(1999-2003) Medicare could have saved $1.7 billion in the Los
Angeles market alone if care patterns in Los Angeles mirrored
those of Sacramento.t

Regions and academic medical centers with greater overall
spending rates do not have higher quality of care; nor, perhaps
surprisingly, do they have higher rates of discretionary surgery.
The greater spending is largely the result of the providers in
these regions using more supply-sensitive care: more physician
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