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Abstract

Health spending per capita in the United states is not necessarily more than expected relative to the
pattern seen in other industrialized countries.

There is a widespread perception that the United States spends "too much" on health care. Health care
is a "normal" good. As incomes increase, so does consumption of health care. Thus, an important reason
that the United States has much higher health spending per person is that it also has much higher GDP
per person than most other countries have. The relationship between income and health is sufficiently tight
that income alone explains approximately 90 percent of the differences in health spending across countries.
A statistical prediction line is one that best fits income versus health spending data for OECD countries.
The United States is far above its predicted value when using such a line (figure 19.4a).
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The United States is a huge country that dwarfs many of the industrialized countries of Europe, Asia, or
North America. For example, if the U.S. states were countries, six would rank among the top 20 countries
in the OECD in terms of GDP. Health spending per resident varies by a factor of two to one across states.
Separating U.S. states (including D.C.), 13 Canadian provinces, and seven Australian states/territories, the
relationship between GDP per capita and health spending per capita changes considerably (figure 19.4b).
Both Nunavut in Canada and D.C. are clear outliers. Calculating the best-fitting prediction line that ignores
these outliers, the line increases initially but eventually plateaus. (Were the outliers included, this line would
continue to rise although much slower than as illustrated in figure 19.4a.)
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This alternative S-shaped line in figure 19.4b fits the data better (it explains more of the spending
variation) than does the line in figure 19.4a. Although U.S. states are both above and below the line, health
spending per capita for the United States as a whole is almost exactly on the prediction line. The small
difference between actual and predicted health spending illustrated in figure 19.4b does not prove that the
nation’s health spending is what it "should" be nor does the large difference in actual and predicted health
spending in figure 19.4b. The size of the difference is sensitive to the assumed shape of the prediction line.
Reasonable people can disagree about which shape more accurately predicts where other countries will be
when they reach the U.S. level of GDP per capita.

1 Downloads
Download PowerPoint versions of both figures.

• Figure 19.4a Image Slide (as it appears above)1
• Figure 19.4a Editable Slide (can be formatted as desired)2
• Figure 19.4b Image Slide (as it appears above)3
• Figure 19.4b Editable Slide (can be formatted as desired)4
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