Certificates of Need
Are a 1970s Relic

Dust off Alaska s Statutes
and Eliminate Them
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Alaska has incredibly high health-care costs, and a recent report by a
nationally respected healthcare economist demonstrates that our state's
certificate of need (CON) program is one of several reasons why.! Over
the years, research from a variety of economists and antitrust lawyers
have found that CON laws increase costs, limit accessibility, and
discourage quality health care.? A simple solution in response is to repeal
Alaska's archaic CON program.

Alaska’'s CON program requires potential health-care service providers to
get permission from the state government before opening a new facility,
expanding an existing facility, or purchasing new equipment, including
additional hospital beds. The potential service provider must attempt to
prove to state bureaucrats that the community needs the new or
expanded facility, and existing service providers are solicited to testify
against the would-be competitor's application. The application and
approval process is lengthy, expensive, and prohibits service providers
from expanding patient options and from responding in real-time to
community health needs, such as a pandemic.

Certificates of need were mandated by the federal government in 1974, in
the hopes that they would slow down quickly inflating health-care costs,
as well as improve accessibility and quality of health care.® By 1987,
however, Congress repealed the mandate, as they found it did nothing to



curb health-care costs, and in fact increased
them. Today, 12 states have abolished their
CON programs, and Alaska should follow suit.

By regulating new facilities and expansions, the
state decreases competition and increases
prices. According to the Federal Trade
Commission, “[bly interfering with the market
forces that normally determine the supply of
facilities and services, CON laws can suppress
increases in supply and misallocate resources.
They also shield incumbent health-care
providers from competition from new entrants
and innovations in health-care delivery, which
means consumers lose these benefits."
Additionally, the CON application process itself
is a costly, lengthy endeavor and discourages
would-be applicants from even beginning.

To put it simply, eliminating Alaska's CON
program would result in more competition and
lower consumer health-care prices. A study by
the Mercatus Center found that repealing
Alaska's CON requirements would save $294
per capita annually on health-care costs and
$129 per capita annually on physician
spending.®

Estimated Changes in Access to Health-
Care Facilities in Alaska without CON
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Source: "Certificate of Need Laws: Alaska State Profile,"
Mercatus Center at George Mason University, 2017.
"ASC" stands for ambulatory surgical center.
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Research has also found that CON laws limit
health-care accessibility.® In Alaska, CON laws
particularly affect rural areas, leading to fewer
rural hospitals and ambulatory surgical centers
compared to states without any CON
requirements. In  fact, without CON
requirements in Alaska, there could be nearly 25
hospitals in rural areas, rather than the current
17.7

In addition, CON laws were originally
implemented to encourage quality health care.
However, in practice, this has not been the case.
Without CON requirements, overall quality
ratings of Alaska hospitals would improve, heart
attack and heart failure readmission rates
would decrease, and deaths from post-surgery
complications would decrease by an estimated
5.6 percent® Opening up the market to

competition  incentivizes  innovation  and

efficiency, leading to increased quality of care.
Additionally, when there are multiple locations
for a patient to receive care, patients are more
able to “shop around” or switch providers when
not receiving quality care. This encourages
providers to increase quality and decrease
prices.

In the spring of 2020, many states, including
Alaska, temporarily suspended CON laws in
response to COVID-19, so that hospitals could
be more flexible in providing beds and care
where needed.® To increase accessibility, quality
care, and drive down high costs, Alaska should
make this temporary suspension permanent
and repeal all other components of its CON
program as well. In the words of one author,
repealing CON laws is one step in “try[ing] to
raise the bar and not just flatten the curve” when
it comes to health care.™®
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