
What’s at Stake

The American healthcare system has become a financial burden for families, employers, and our 
government while our population gets sicker. 

 �Almost 20% of our national GDP is spent on health care, a much higher amount than 
other developed nations. 

 �Insurance premiums rise each year as workers’ wages stagnate and out-of-pocket 
costs continue to grow. 

Despite our high costs, we have worse outcomes compared to other developed countries, such as 
lower life expectancy and higher numbers of preventable deaths. 

There are many reasons why healthcare costs are out of control, but one is that the supply of 
health care is often restricted by arbitrary government rules and regulations.

Certificate of Need (CON) laws are a regulatory process by which a state must give approval for 
the creation or expansion of certain healthcare facilities. Evidence shows that CON laws reduce 
the number of hospitals and surgical centers, worsen health outcomes, and raise prices by 
protecting existing providers from competition. States that do not have CON see expanded 
access, lower costs, and improved care compared to states that do.

The Way Forward 

Certificate of Need laws were created with the intention of controlling costs and ensuring access 
to quality health care. However, decades of evidence show that they have had the opposite 
effect by restricting competition, reducing the supply of care, and driving up prices. By having 
costly barriers to entry and allowing existing competitors to block new facilities, CON laws 
undermine the very goals they were meant to achieve. States that have repealed or reformed 
these requirements have greater access to care, better outcomes, and lower costs. 

The lesson is clear: Health care does not thrive under bureaucratic gatekeeping, but free-market 
competition. To make our healthcare system more affordable and accessible, policymakers must 
dismantle these outdated regulations and allow communities to meet their own healthcare needs 
without unnecessary interference.
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MISPERCEPTIONS FACTS

CON laws help ensure 
access for rural and 
underserved 
communities.

It has been shown that CON laws lead to fewer hospitals 
overall and especially in rural areas. The Mercatus 
Center’s study of state-level CON data for 1992 to 2011 
found that states with a CON law have 30% fewer 
hospitals across the entire state, and 30% fewer rural 
hospitals, per 100,000 residents. Similarly, in states with 
CON laws for ambulatory surgical centers (ASCs), there 
were 14% fewer ASCs across the state, and 13% fewer in 
rural areas per 100,000 residents.

CON laws help keep 
healthcare costs down.

When existing facilities are protected from competing 
with new ones, they are able to exercise more power over 
their pricing, most likely increasing prices since patients 
don’t have a choice to go elsewhere. CON laws are 
associated with 10% higher variable costs in general 
acute hospitals, 20.6% higher expenditures per capita, 
and higher Medicare and Medicaid costs. Research has 
also found that repealing CON can decrease costs, with 
overall healthcare spending falling by 4% after five years 
in states that repealed CON. 

CON laws improve 
health outcomes.

When there is reduced access to healthcare facilities, the 
data also suggests that it leads to worse health 
outcomes. For example, a 2019 study found that states 
with CON have 4% fewer MRI scans, 3.52% fewer CT 
scans, and 8.13% fewer PET scans compared to non-CON 
states. Another analysis also found that mortality rates 
are statistically significantly higher in CON states than in 
non-CON states. The average 30-day mortality rate for 
patients discharged with pneumonia and heart failure 
was between 1.7% and 3.2% higher, and there were six 
more deaths on average per 1000 surgical discharges 
that resulted in complications. 

Addressing Misperceptions

To learn more, read Policy Focus: Reform and Repeal Certificate of Need Laws.
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