






















E. The Aesertpd Lack of InfQrme:iQn bbQut 7~e Quality end
CQet Qf Health Care Services DQe~ NQ: :4~tify CON
ReQule.tiQ!1

~he unavailability of consume~ info~ma~ion about health care
quality and C05t has a160 been cited os 0 reason for continuing
CON regulation. However, health ca~e providers, third-party
payers, and othe~ groups have strong incentives to provide
consumer infQrmation and can be expected tQ prQvide more of it as
the market becomes more competitive. ~hese incentiv€B to pro,~de

informatiQn should increase in the absence Qf the CON process,
which insulates prQviders from competition.

Ilr. PlAC'T').,q:-;NT n'P S.B. 398 WOULD BEERE'~::NT A Ql:'t/l=;"r("IP..L, THOUGH
L:V1'T'':'D! B;'LAXl:TION 0" GEORG!},' S CON EEG'\JLb'1"ION

For ~he reasons discussed above, Georgia'S CON process may
have an adverse effect on competitiQn in the state's health care
markets; increasing the price and decreasing the guality of health
care services. If so, then passage of S.B. 398 should result in a
beneficial reduction in the costs that CON regulation im?oses en
health care consumers in Georgia. However, two Qf the bill's
provisions appea~ to diminish its poten:ial benefits to he~lth

care consumers. These provisions e~e (a) the bill's limitation to
a one-yea~ period, and (b) the exclusion from it5 coverage of home

-------- --hea 2.-~h-ea ~e_ a nd-inp a.tJ._e n t n.~_J;:~j.~c are .
---

We encouraoe the sponsors of S.B. 398 to reconSlaer its
exclusion of inpatient nursing care and home heal:h care. A 1986
FTC s~a£f report concluded the: CON reg~lation d~~S net decrease,
and may inc~ease, ~he costs of hQme heelth care. ~Sirnilarly, a
study of :he econemic ~ehavior of nu=sinc homes has noted :hat CON
regulatio~~me.y have increased the average cost of nursing home
services . .)"

1
~o~eQver, by restricti~g ~he relaxation of Georgia'S CON

regulatio~ to a one-year period, :he potential co~sumer benefits

S:e~e-by-Sta:e Survey: A Specie.l Report," Se?:./Oct. 1986 at 27-42.
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Anderson & Kase, ~u~=e note 4, at 74, 82.

Lee, 3irnbauffi, and Bishop, 5u~r: note 14, at 1906.
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of S.B. 398 are further limited. Although the bill'e enactment
should provide substantial relief for any present underinvestment
in beneficial health care facilitieg and services that ie due to
the past imposition of inefficient CON constraints (i.e., some
investment opportunities that have been deterred in the past by
the actual or perceived inability to obtain CON opproval could
now be undertaken), it would leave in doubt the status of future
beneficial investment opportunities that would be unde~taken if
the bill provided for a more extended, or permanent, relaxation of
Georgia'S CON constraints. Because of the time restriction, some
beneficial investment opportunities that arise in the future will
be blocked by the reEumption of CON regulation at the conclusion
of the one-year period. On the other hand, Borne investments in
facilities ~nd services that would be postponed until a more
opportune time--if passage of S.B. 398 either abolished CON
regulation altogether or relaxed its effectivenes8 for a longer
time--may be made during the one-year open period. Those capital
outlays accelerated by the anticipation of CON regulation's
resumption at the close of the one-year window may combine with
those investments in health ca~e facilities and services which,
abser.~ CON regulation in the past, would have been made in earlier
years, to cause a surge of capital expenditures during the one
ye~r open period. It should be emphasized, however, that even
though the accelerated investments might be distributed more
efficiently over time if the time period p~ovision in S.3. 398
were longer, health care consumers would still likely be better
off with the bill's.proposed one-year window than they would be It
Georgia'S prevailing CON regulatory scheme is not relaxed at all.

--_.-.----- CITf{CLUSrQN------------ --. -------- -----.---

We believe that t~e continued existence of CON reg~lation may
be contrary to the interests of health care consumers in Georgia.
Ongoing changes in the health care financing system, including
prospective payment ~echani6ms and increased consumer Friee
sensitivity fostered by private insurers, are eliminating the
principel problems that prompted CON regulation. Moreover, the
CON r~gulatory process does not appear to serve its inte~ded
O " ........oc:e o~ -,.,n~.,..ol1~ng he""~'n c"' .... e - d d'- . -',_ ...._~ - - "" ... - _... .....:. ......._ cos ... s n ee , .1 ... may ;';0_1'

counter to that p~rpose because it interferes with competitive
market forces that would otherwise help contain costs." More
importantly, CON regulation tends to foster highe~ prices, lower
quality, and reduced innovation in health care markets. We
conc~ude thct enactment of Se~ate Bill 398 by the General Assembly
would li}~ely have jeneficial consequences for Georgia health care
consumers a~d believe the results of the bill's enactment wo~ld
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provide an incentive for further reductions of CON regulation in
the future.

We would be happy to answer any questions you may have
regarding these comments and to provide any other assistance you
may find helpful.

"Sincerely yourB I

\........._, ~.:::-......
\ ':. '-.",1r- e.- CJ \'. L)~
Paul K. DeviB
Director
Atlanta Regional Office
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