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Health Care Spending per Capita in 2004
Adjusted for Differences in Cost of Living Using PPPs
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Per Capita Health Spending and Per 
Capita GDP in 30 OECD Countries, 2004

Linear Model

y = 0.102x - 310.05
R2 = 0.782
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Log Log Transformation

y = 0.0072x1.2444

R2 = 0.9011
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log(y) = 1.2444log(x) + log (.0072) 



Possible Reasons For Higher 
Health Spending in US

• Aging population
• Administrative expenses
• Health insurance
• Surplus of physicians
• More defensive medicine
• Expensive care for terminally ill
• Expensive technology



Why Is The U.S. So Much 
More Expensive?

Is Prices Stupid



Inpatient Hospital Spending per Capita in 
2004

Adjusted for Differences in Cost of Living Using PPPs
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Average Annual Hospital Inpatient Acute 
Care Days per Capita in 2004
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Hospital Spending per Inpatient Acute Care Day in 
2004

Adjusted for Differences in Cost of Living
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I don’t mind paying more IF I get 
better outcomes or I am more 

satisfied



Life Expectancy in 2004
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Increase in life expectancy 
1980 to 2004
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Infant Mortality Rate in 2004
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Decline in Infant Mortality Rate 
1980 to 2004
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Life expectancy and infant mortality 
are influenced by more than 

medical care

What about clinical measures?





Summary For 21 Clinical 
Indicators

• Indicators such as life expectancy 
following diagnosis of breast cancer

• No country consistently on top or on 
bottom on all indicators

• Each country best and each country 
worst on at least one clinical indicator



Satisfaction With Care

Perhaps Americans are more 
satisfied with the care they 

receive





Australia Canada Germany New 
Zealand

United 
Kingdom

United 
States

Patient Safety 4 5 2 3 1 6
Effectiveness 4 2 3 6 5 1
Patient-
Centeredness

3 5 1 2 4 6

Timeliness 4 6 1 2 5 3
Efficiency 4 5 1 2 3 6
Equity 2 4 5 3 1 6

Specific Patient Satisfaction Ratings

Note: 1= highest ranking, 6=lowest ranking

Source: “Mirror, Mirror on the Wall: An Update on the Quality of American Health Care Through the Patient's Lens,” The Commonwealth 
Fund



Unnecessary Care

• Are Americans getting more or less care 
than people in other countries?

• Cannot easily compare unnecessary care 
but can compare total care



Average Annual Hospital Inpatient Acute 
Care Days per Capita in 2004
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Average Annual Number of Physician 
Visits per Capita in 2004
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Is Profit-Seeking Inappropriate In 
Health Care?

• Do we have anything resembling a 
competitive market?

• Could we really ever have a truly 
competitive market in health care?

• Theory of Second Best
– When conditions for competitive market are 

not met then best course of action is unclear
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