
Discussion: The Debate Moving Forward 
 

The annual estimated cost impact of a CON program in Michigan is slight compared to all other healthcare spending. Despite this, the estimation of an additional 2 billion dollars 
spent annually is substantial and suggests that CON programs do in fact have a significant impact on state health spending.  
 
However, before the Certificate of Need debate can be put to rest some important considerations must be addressed. As in this analysis, previous CON research has estimated the 
effects of CON programs with a simple binary variable signifying whether any CON laws are present in a state. However, each state’s CON program is very different, yet states with 
one or two regulated services are measured as CON states. In addition to services, there are many other variations across states that could affect programs’ abilities to contain 
costs, such as independent review boards and regularly updated standards. Further data collection and studies should be taken to better determine CON programs’ impacts. 

Rising Costs a Growing Problem 
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Containing Costs: Two Theories 
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Certificate of Need Policy History and the Question of Repeal 

Growth in U.S. health costs consistently outpaces inflation and the growth of GDP. The U.S. 
spends more on healthcare per capita than other any wealthy country, exceeding the next 
highest spender, Norway, by 42%. 

Healthcare costs 
consistently demand a 
top percentage of both 
Federal and state 
government spending.  
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Market Guided 
Provision of 
Healthcare Services 
• Market incentives  

guide what services 
are available. 

• Regulation leads to 
decreased market 
competition, 
monopolies, fewer 
innovations and 
higher costs. 

Demand 

Quantity 

Price Limitation of 
Duplicative Services 
Through Regulation 
Existing Free Market 
Barriers: 
• Low consumer 

information 
• Third-party payment 

and moral hazard 
• Non-price competition 
These barriers inhibit free 
market functioning and 
lead to a costly over-
supply of services. 

 
Lower regulatory barriers to market entry leads to more consumer options, competition, and lower prices. 

Healthcare market characteristics enable providers to shift demand to meet increased supply. 

What are Certificate of Need (CON) Programs? 
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New York initiated the first 
CON program in 1964 
following rapid expansions of 
healthcare systems. Seeking 
to contain rising costs, the 
federal government required 
states to implement their own 
CON program to receive 
healthcare funds. 

The federal mandate was lifted in 
1986 finding little evidence of CON 
effectiveness at controlling costs. 
This triggered a wave of state 
repeals. Later studies continued to 
find mixed results, sustaining 
debates about whether to repeal. 
The Michigan legislature has 
recently debated repealing in 
2013 and 2015. 

? 
Should Michigan 
repeal its CON 
Program? 

Data & Method: Public and private, per capita, 
inflation  adjusted healthcare spending was 
gathered per state and year from 1980 to 2009. 
The cost impact of a state not having CON laws 
were estimated with a two-way variable 
representing the presence or absence of CON laws 
for each state and year with a one year lag. 
Estimates of CON programs’ impacts on costs 
were calculated using regression analysis using the 
following variables. 

Dependent Variable: 
• Total Healthcare Spending 

Per Capita CPI Adjusted 

Independent Variables: 
• CON Regulation ,  

1 Year Lag 
• % State Pop. Over 65  
• % State Pop. Female 20-44 
• State Income Per Capita 
• State (fixed effects)  

What Impact Does CON Repeal Have on Healthcare Costs? 

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

$5,000

$5,500

$6,000

$6,500
Michigan Per Capita Health Spending and Estimated Spending Without CON 

With CON Without CON

The difference in Michigan’s mean per capita yearly expenditure is shown at left with 90% confidence 
intervals. If Michigan, like several other states, had repealed its CON laws in 1987, its actual costs would be 
lower, as illustrated below. The presence of a Certificate of Need program in Michigan is estimated to 
result in an additional $181.48 per capita. After multiplying this by the state population in 2009 and 
adjusting it to the 2016 dollar value, Michigan’s CON program is estimated to relate to an increase in 
public and private annual spending by $1,998,921,330. Results were arrived at by estimating costs 
according to the mean values of the independent variables in Michigan throughout the period.  This 
amounts to approximately 2.6% of total annual healthcare spending. 

Reassessing the Certificate of Need Controversy 
Has Market Regulation of Healthcare Services Helped Contain Costs in Michigan? 

Mike Cnossen, Master of Public Policy Program, Michigan State University 

$0

$20

$40

$60

$80

CON Related Annual Costs 
to All Other Healthcare 

Spending, Adjusted 2009, 
In Billions  

CON Related Spending, $1.9b

All Other Spending, $68.5b
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