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Unwarranted Variation

Variations that cannot be explained on the basis of illness, scientific evidence or 
well-informed patient preferences

Effective Care

“Proven 

effectiveness,

No significant 

trade-offs”In Southern California, a   
patient is 6 times more 
likely to have back surgery 

for a herniated disk than in 
New York City

Preference- 
Sensitive Care 
“Involves trade- 

offs, (at least) two 
valid alternatives 

available”

Per-capita spending per 
Medicare enrollee in Miami,      
FL is almost 2.5 times as 
great as in Minneapolis, MN

Supply 
Sensitive Care 
“If we build it, they 

will come”

Beta blocker use among 
patients post heart attach 
varies from 5-92% when it 
should be 100%

Effective Care 
“Proven 

effectiveness.  No 
significant trade- 

offs”
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Preference 
Sensitive Care

Effective Care
Supply Sensitive Care

Unwarranted VariationsWhere the money goes now

The Dartmouth Institute for Health Policy and Clinical Practice

Health Dialog internal data
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Agenda

1. Finding the connection : Patients

2. Finding the connection : Physicians

3. Are PCMHs or ACOs a solution to the conundrum?



FINDING THE CONNECTION:

PATIENTS



Patient segmentation: finding the opportunities
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High Risk for Elective Surgery

–

 

Patients at high risk for 

 
any of the following 

 
surgeries:

•

 

Hysterectomy

•

 

Prostatectomy

•

 

Lumbar Back

•

 

Hip Replacement

•

 

Knee Replacement

•

 

Cardiac Catheterization

High Financial Risk

–

 

Patients in top range of 

 
predicted costs based on:

•

 

Patterns of Utilization

•

 

Diagnoses

•

 

Procedures

•

 

Prescriptions

•

 

Dartmouth Atlas Data

Chronic Conditions

–

 

Patients with any of the 

 
following conditions:

•

 

Asthma

•

 

Chronic Obstructive 

 
Pulmonary Disease

•

 

Coronary Heart Disease

•

 

Diabetes

•

 

Heart Failure

High Lifestyle Risk

–

 

Patients at high risk for 

 
any of the following 

 
lifestyle issues:

•

 

Tobacco Use

•

 

Overweight/Obesity

•

 

Cardiometabolic Risk 

High Financial Risk

Chronic 

 
Conditions

High Risk for

Elective Surgery

High Lifestyle Risk
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Patients are a lot like people…
they are all different

http://www.natural-holistic-health.com/wp-content/uploads/2010/12/Elderly-man-seniors-older-men.jpg
http://www.google.com/imgres?imgurl=http://farm3.static.flickr.com/2467/3531843772_1d982b5033.jpg&imgrefurl=http://skydivingaccidents.net/skydiving-photos/skydivers-pyrotechnic/&usg=__loOhhre_4MR5Wzn9GTl2tTaFiuc=&h=375&w=500&sz=109&hl=en&start=35&sig2=UHoFt559rMqSKkZEM0RLJg&zoom=1&itbs=1&tbnid=xP7H1DIdQUZxcM:&tbnh=98&tbnw=130&prev=/images?q=skydiving&start=21&hl=en&sa=N&gbv=2&ndsp=21&tbs=isch:1,itp:face&ei=QXJ-TaHpH7C60QGkmtH6Aw


Patient Distribution

Patients by segment
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Sample data – for illustrative purposes only



Chronic and high cost 
Cells B and F

• 5% of Patients, 25% of costs

• Multiple co-morbidities

• High utilization
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Sample data – for illustrative purposes only

Addressing 
the most 

‘important’ 
needs over 

time

But, is it 
avoidable?



Moving 
beyond the  

‘usual 
suspects’

• High cost (but not chronic)

• In pain and at risk for surgery

• High utilization

‘Other’ high cost 
Cells I and J
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Sample data – for illustrative purposes only

Shared 
Decision 
Making

But, is it 
avoidable?



High cost, less served 
Cells M and N

• High cost (but not chronic or 
preference-sensitive)

• High prevalence of anxiety and 
depression

• High utilization
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Sample data – for illustrative purposes only

Care 
navigation 

skills 
needed

Supporting 
vulnerable 
patients is 

critical

But, is it 
avoidable?



Clinical opportunities: patients with low predicted costs 
Cells O and P
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• 80% of patients (20% of costs!)

• They are much younger

• Wellness is primary concern

Keeping 
these 

patients is 
critical

Their needs 
are 

fundamentally 
different
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Prevalence of Gaps in Care by Cell Distribution of Members with 1+ Gap in Care

Clinical opportunities: patients with chronic conditions 
Cells A through H

Opportunities to close clinical gaps in care are EVERYWHERE

However MOST of the CLINICAL opportunities are not where the MONEY is……



Distribution of Patients with Diabetes Eye Exam GapPrevalence of Diabetes Eye Exam Gap by Cell
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Clinical opportunities: patients with diabetes 
Cells A through H

Opportunities to improve care for patients with diabetes are EVERYWHERE…..

However MOST of the CLINICAL opportunity is not where the MONEY is……
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Clinical opportunities: patients with emerging risk 
Cells A through P

80% of obese patients and 50% of tobacco users are in cell O

(not where the MONEY is……)
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Clinical opportunities: patients with emerging risk 
Cells O and P

Most patients without PCP visits are in the lowest risk (highest N) CELLS…..

However MANY HIGH RISK patients lack a MEDICAL HOME ……

Prevalence of Patients with no PCP visit in last yearDistribution of Patients with no PCP visit in last year



Yes Virginia, it is avoidable

Health Dialog       Private and Confidential       2011 16

• Largest study of population care management to date

• Bottom line: 

• Total costs reduced by over 3.6%

• Total population admissions reduced by 10.1%

• Net savings of $6.00 pmpm



Results: Medical cost difference 

‐$6.04

‐$1.61

Inpatient

Hospital

Outpatient

Hospital*

Most of the cost 
reduction was due 

to reduced 
inpatient and 

outpatient 
hospital costs 

Wennberg DE, Marr A, Lang L, O’Malley S, Bennett GB.  
A Randomized Trial of a Telephone Care‐Management Strategy.  N Engl J Med 2010;363:1245‐55.

Accounted for by a

13.3%

 

reduction

 

in supply sensitive 

 
admissions

11.5% reduction

 

in preference‐

 
sensitive admissions

Average Monthly 
Cost Difference 

(Enhanced – Usual 
Support)



NEJM randomized trial results 
Impact on high variation and preference-sensitive admissions/1000

Hospital admissions for intervention group Patients were lower than 
for control group in 12 out of 16 cells
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Wennberg DE, Marr A, Lang L, O’Malley S, Bennett GB.  
A Randomized Trial of a Telephone Care‐Management Strategy.  N Engl J Med 2010;363:1245‐55.
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Agenda

1. Finding the connection : Patients

2. Finding the connection : Physicians

3. Are PCMHs or ACOs a solution to the conundrum?



FINDING THE CONNECTION:

PHYSICIANS
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Total Supply Sensitive Cost Coronary Artery Disease Gap 

  
  

Total Cardiac Testing Total Gap Score 

Coronary Artery Disease Gap

Total Cardiac Testing Total Quality Score

Avoidable Costs

Provider segmentation: finding the opportunities

Providers 
vary in their 

ability to 
deliver 
value



Provider segmentation: quality and efficiency NOT correlated
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QUALITY AND EFFICIENCY
Composite quality and efficiency scores for Group Physicians compared 

 
to their peers. Top/Bottom Performing Physicians
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Provider segmentation: how am I doing?
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Provider segmentation: where can I do better?
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Provider segmentation: what about my colleagues?



Health Dialog       Private and Confidential       2011 26

Agenda

1. Finding the connection : Patients

2. Finding the connection : Physicians

3. Are PCMHs or ACOs a solution to the conundrum?



PCMH/ACO ‘ecosystems’: are 
they answer to the illusive 
search for a connection 
between the quality and cost of 
care?



The Vision – The Triple Aim 
The Strategy – Accountable Care
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Population 
Health 

Population 
Health

Per Capita 
Cost 

Per Capita 
Cost

Experienc 
e of Care 
Experienc 
e of Care

Preference- 
Sensitive Care 

Preference- 
Sensitive Care 

Supply Sensitive 
Care 

Supply Sensitive 
Care Effective Care Effective Care 

“The care people want and nothing more; 
care people need and nothing less”



The PCMH/ACO ‘ecosystems’: the answer to the illusive 
search for a connection between the quality and cost of care?

Payment model(s) that incent 
behavior:

−

 

Effective care

−

 

Preference sensitive care

−

 

Supply sensitive care

Health care systems designed to 
optimize patient care and ‘win’ 
under new payment models

Population based care, 

one patient at a time



Current StateAccountable Care

Where the money should go
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Preference Sensitive 
Care

Effective Care

Supply Sensitive Care

Preference Sensitive 
Care

Effective Care

Supply Sensitive 
Care
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