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WHAT IS A CON LAW ?

A permission slip to compete
Not a quality gate

Designed to assess "need”

Unusual in a market economy
A barrier to entry that restricts supply

Anticompetitive
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A SHORT HISTORY OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
Promote high quality HC

Promote charity care

Encourage hospital substitutes
Restrain the cost of care
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ALASKA'S CON LAW

ithotripsy  rgdiation therapy organ transplants

PET Scanners VIR| Scanners
burr‘] care Nursing home beds

psychiatric serviceS  CT Scanners

open-heart surgery NICU Renal failure / dialysis

cardiac catheterization  ~hgtetrics mobile Hi tech

long-term acute care .
J acute hospital beds

subacute services |
Ambpulatory surgical centers
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THE STATED GOALS OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
Promote high quality HC

Promote charity care

Encourage hospital substitutes
Restrain the cost of care
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Limited supply of dialysis clinics (Ford and Kaserman, 1993)

Limited supply of hospice care (Carlson et al., 2010)

Fewer hospitals per capita (Stratmann and Russ, 2014)

Fewer hospital beds per capita (Stratmann and Russ, 2014)

Fewer hospitals with MRIs (Stratmann and Russ, 2014)

Fewer CT, MRI, PET scans (Stratmann and Baker, 2017)

More out-of-county CT, MRI, PET scans (Stratmann and Baker, 2017)
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THE STATED GOALS OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
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30% tewer rural hospitals (Stratmann and Koopman, 2016)
Less access to rural hospice (Carlson et al., 2010)

Longer travel distance to care (Cutler et al., 2010)

More out-of-county CT, MRI, PET scans (Stratmann
and Baker, 2017)
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THE STATED GOALS OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
Promote high quality HC
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Mixed early research on particular conditions

No effect on all-cause mortality (Bailey, 2016)

Higher mortality rates following heart failure,
pneumonia, heart attacks (Stratmann and Wille, 2016)

Higher rates of post-surgery complications
(Stratmann and Wille, 2016)

Lower levels of patient satisfaction (Stratmann
MERCATUS CENTER and Wille, 2016)
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THE STATED GOALS OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
Promote high quality HC

Promote charity care
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No evidence of higher rates of charity
care (Stratmann and Russ, 2014)

Greater racial disparity in the provision
of services (Delia et al., 2009)



THE STATED GOALS OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
Promote high quality HC

Promote charity care

Encourage hospital substitutes




ASC-specific CON states have 14% tewer ASCs
per capita (Stratmann and Koopman, 2016)

ASC-specific CON states have 13% tewer rural
ASCs per capita (Stratmann and Koopman, 2016)

CON limits use of new hospitals and non-hospital providers,
but not existing hospitals (Stratmann and Baker, 2017)

/W\eerrs




Estimated number

of Alaska ASCs
without CON
MERCATUS CENTER with without
nmN George Mason University CON CON



THE STATED GOALS OF CON LAWS

Ensure an adequate supply of HC
Ensure rural access to HC
Promote high quality HC

Promote charity care

Encourage hospital substitutes
Restrain the cost of care




Quantity

/W\eerrs



Quantity

/W\eerrs




2\
Demand S\)Q?\\I

$/Q V

Quantity

/W\eerrs



/N\

MERCATUS CENTER

George Mason University

Do Certificate-of-Need Laws
Limit Spending?

Matthew D. Mitchell

September 2016
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Do Certificate-of-Need Laws
Limit Spending?

Matthew D. Mitchell

September 2016
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A review of 20 peer-reviewed
academic studies finds that CON
laws have worked largely as
economic theory predicts and
that they have failed to achieve
their stated goal of cost
reduction. The overwhelming
welght of evidence suggests that
CON laws are associated with
both higher per unit costs and
higher total expenditures.
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4 decades of research

20 studies
O n ‘y peer reviewea
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THE REALITY OF CON LAWS
Restrain the cost of care”?
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THE REALITY OF CON LAWS
Per unit cost
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Restrain the cost of care”?
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Per patient expenditure

RECULATION ON HOSHITAL
CLINTNS ANLD INFET D 1ISE

FRANC A LY wnd BRLCT S AWeLL
Vd e L inp

L BT LTSRN T

[9 the st Dt of s comoury, ot realntione aletag heis xidls were
&

o be prernits ety anarance thiragh Shnier sl Rocnrex 1

e AN

The T8t of Cerdficam-of MNeed Laws oo Hospizal 3eds
anc Heal:heare Sxpendrturcs: An Ecpircal Anaslyas

of cortcax of mood (OIS

TR et dgn was
o order %0 Dversgak

Care hospals 0 | s2and

TP were wand T depend
iad=iasion in 199 Podicee
cuch hospaly st and the

[chasscierstan. Asociet wes

had & powte, taistaly

al wtrC alvauce

by that CON e ot mwaly
Doew by wf g coom

N

wnds, hes

R
Lerwr v

e U

Drmews Moy Cyw Momoge=ert

———— b

W —————— 1
e 11X XV Poroen 3

o ol B gy, By 010 L1010 )
PR R R i ]

Bation ant ks ®IMecix on
p-hosprtal Expencriurs:
JONTE A LAadNING

Sl Lomatnumis * m | i
Mo gnur Consev ot (owrpe Mavon

el fort s b0 o B powid o

1P Auten b he et ey o

far ey s an “woemomic neod. ™

wwwlste of wond (TEN) fvww & wae
méed sherr CUN rpamcty mgod
dy ol watet Swand L Dndd L
hwaret ad v e Tw
e Bt CON vill mowans Wi bw
oo n pondeg. Useg dms om
CON e do o rodae spendmgy
WYY BTN WOTOR] 07 ME TPOY

. Moharvad | Barasse Mot Vin el
- ) rewvemevs ol Pomy
m V18 et wd severs!

¢ Effect; of CON
peal on Madicad
psing Home and
pg Term Car
peadituses

[ dows v e Wiy ) ey -
By e covndow s Aosvnry
B Seve polioes wor Plrve &
IVALEEn YR IVI0 AR D
|
foaw Modvud apentinuws b S
|5 Ay, An ) presn

| of mrerees cormdnrs o

—_

B pper 1l fis void s e s N i
By rram i d olhos A g o
| e comsrumon monsors s McScud
B OE OQmEneT oY B W)
porod. g Sowe vean. M st
Sor CON senang Yom lew: for sone

[exgondineres. but s muy low o proser
Ihome Reakivoum sorvcns  peple cig:
[ T -
henvse s pral oA womr survmghone
[prgrems narepen e ine sy
Por B ofiats o0 cominod Mickond

cate-of-Need
to a Surge in

Care Spending?

and Fank A Sloan
Cuke Unieryty

icate of Need
Epital Caosts

W s 4 Figony

|-
»
|
|
3
|-
| ™
|

| heratre e S0 comiey
rowe ia hosgeed cgwal o pendosn
W v -

Wow Ldmad by B
v land o 1eland Chfwmn
bl Rt AR
wiied B Sechd Secuy As

;’1;;‘-‘n)\&hl‘--"\0‘-l -

e ]
P T

£ e N B0

Ny v e —

ALV e —

heudth Ja'e ageeCed Mave eee
Y g mclhdng the vdbpuon
VAR CIFe I PHOCION g
e vanke: Nw (pevnddng
Suam-chiwnd OOMY hra, whid

P oo Frowws Presith bodws e

W DAZOETY Qe ERpand e
L

Aove a'e speadeg. horre heath

P L B

Sarey Cvpars 5 Fasn b e Pty 4w Samar b crwary bee

M Sarsinvie BTV LA

Ural sowaes v >oveds

/ studies: CON increases expenditures

2 studies: No statistically significant eftect

2 studies: Increases some expenditures an

1 study: Reduces the number of beds

d reduces others



THE REALITY OF CON LAWS
Restrain the cost of care”?
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THE REALITY OF CON LAWS
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2 studies: CON increases some measures of efficiency

1 study: CON has no effect on efticiency

1 study: CON reduces efficiency
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THE REALITY OF CON LAWS
Restrain the cost of care”?
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1 study: CON fails to reduce investment but changes its composition

1 study: CON backfires, increasing investment
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