



































of S.B. 398 are further limited. Although the bill's enactment
should provide substantial relief for any present underinvestment
in beneficial health care facilities and services that is 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 approval could

now be undertaken), it would leave in doubt the status of future
beneficial investment opportunities that would be undertaken 1if
the bill provided for a more extended, or permanent, relaxation of
Georgia's CON constraints. Because of the time restriction, soms
beneficial investment opportunities that arise in the future will
be blocked by the resumption of CON regulation at the conclusion
of the one-year period. On the other hand, some investments in
facilities and services that would be postponed until a more
opportune time--if passage of S.B. 398 either abolished CON
regulation altogether or relaxed its effectiveness for a longer
time--may be made during the one-year open period. Those capital
outlays accelerated by the anticipation of CON regulatiocn's
resumption at the close of the one-year window may combine with
those investments in health care facilities and services which,
absent CON regulation in the pest, would have been made in earlier
yeers, to cause a surge of capitel expenditures during the one-
yeaer open period. It should be emphasized, however, that even
though the accelerated investments might be distributed mcre
efficiently over time 1f the time period provision 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 if
Georgia's prevailing CON regulatcry scheme is not relaxed at all.

ONCLUSTON S

We believe that the continued existence of CON regulation may
be contrary to the interests of health care consumers in Georgie.
Ongeing changes in the health care financing system, including
prospective payment mechanisms and increased consumer rrice
sensitivity Iostered by private insurers, are eliminating the
principel problems that prompted CON regulation. ‘crecver, the
CON regulatory process does nct appear to serve its intended
purpose c¢i ceontrolling health care costs. Indeed, it mey work
counter to that purpose because it interferes with competitive
market Iorces that would otherwise help contain costs. More
impertantly, CON regulation tends to foster higher prices, lower
guality, and reduced innovation in health care markets. We
conclude thet enactment cf Senate Bill 398 by the General Assembly
would likely have beneficial conseguences for Georgia health care
consumers and believe the results of the bill's enactment would
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provide an incentive for further reductions of CON regulaticn in
the future.

We would be happy to answer any guestions you may have
regarding these comments and to provide any other assistance you

may find helpful.
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raul K. Davis

Director
hrtlanta Regional Offlice




