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March 1996: Gastonia hospital seeks 
CON to offer open-heart surgery. 
August 1996: CON denied. 
September 1996: Hospital appeals, 
decision pending. 
November 1996: Applies for another 
CON as a result of Rules Review 
Commission decision. Application is 
pending. 

Lake Norman Regional 

February 1996: Mooresville hospital 
seeks CON to replace 121-bed old 
hospital in downtown Mooresville with 
new hospital near Interstate 77. 
July 1996: Granted CON for 94-bed 
new hospital. 
August 1996: Hospital appeals for 
111 beds. 
December 1996: Granted CON for 
105 beds. 

Piedmont Medical Center 

November 1991: Rock Hill hospital 
seeks CON to offer open-heart 
surgery. 
October 1995: Open-heart CON 
approved. 
July 1997: Heart center scheduled to 
open. 
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Carolyn Davis und.ergoes a CT scan at Gaston Diagnostic Center, owned by Gaston Memorial Hospital. The hospital had to get a 
certificate of need from N.C. regulators for the scanner, but has had less luck getting a certificate for a heart surgery program. r-,
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Q�e';�o gets 
state approval for new programs 
By SEAN JAMIESON 

Staff Writer 

On Feb. 14 last year, Caroli­
nas HealthCare System . chief 
executive Harry Norkin sent a 
note to Gaston Memorial Hos­
pital President Wayne Shov­
elin. It was not a Valentine. 

The "Dear Wayne" letter 
said Nurkin would not support 
Shovelin's effort to start a car­
diac surgery program at the 
Gastonia hospital. That was 
bad news for Shovelin, since 
he already faced an uphill 
battle to get a state-issued 

permit, called a certificate of 
need (CON), that would allow 
the heart program. 

A year later, Shovelin still is 
fighting for a heart program. 
State regulators have turned 
him down once, but Gaston 
Memorial is appealing and 
looking for ways to get around 
CON rules. 

Officials with CHS, which 
has heart surgery programs at 
Carolinas Medical Center and 
Mercy Hospital that attract 
Gaston County patients, have 
urged regulators to stick by 

the state · health plan, which 
says that no more heart pro­
grams are needed.  

Gaston Memorial's fight 
and a similar effort by Ca- . 
tawba . Memorial Hospital in 
Hickory may lead North Caro­
lina to do what two dozen 
other states have done - scale 
back or eliminate CON laws. 
Forty�nine states had CON 
laws in.the 1970s, but changes 
in the way government and 
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THE TWO SIDES 
l .. .JUL I Li .L I!!® 

Here are summaries of 
the arguments made by 
proponents and oppo­
nents of CON: 

Pro 
IJII> Prevents unnecessary and 

costly duplication of ser­
vices. 

IJII> Allows doctors and hospitals 
to develop greater expertise 
in procedures and services 
by keeping volumes high. 

IJII> Protects existing hospitals 
that made investments 
assuming that CON would 
continue. 

IJII> �ps hospitals from over­
spending and putting them­
selves in financial jeopardy. 

Con 
IJII> Interferes with the free 

market, which is best at 
allocating resources. 

IJII> Prevents competition and 
consumer choice, which 
improves quality. 

IJII> Time and money spent on 
applications and legal fees 
impose significant hidden 
costs on the system. 

IJII> Studies show the laws 
don't reduce health-care 
costs. 
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In the 1980s, Congress wised: 
up and started paying fixed fees 1 
for Medicare services, regardless 
of a hospital's costs or prices. 
With that change, Congress 
stopped requiring states to regu­
late health-care services. 

Health insurers soon began 

demanding discounts from hospi-
tals too, and hospital officials 1 

found themselves worrying about 
costs. 

"There's a lot of incentive for 
(providers) to control their 
costs," said Catawba Memorial's 
Hamby. "That's a completely 
different situation than existed in 
the 1970s. And that, in my 
opinion, has made the (CON) law 
antiquated." 

CON critics like Michael Tan­
ner, director of health and wel­
fare studies at the libertarian Cato 
Institute in Washington, say it's 
vigorous competition that pro­
tects consumers, not regulations. 
Competition leads to more con­
sumer choice, lower prices and 
better service, he said. 

CON also leads to significant, 
hidden administrative costs. 
"This being America, of course, 
everybody who loses sues. It's 1enormously costly." He can cite.·
studies that sh(?w the laws don't . 
save money. · 

Supporters argue that the heafffi-care market is unlike other 
markets. 
- "I happen to like the free
market ... but I fear that there is 
no free market in health care," 
said Alan Sager, a professor at 
Boston UniversiR:'s School of
Public Health w o has studied 
CON laws. "Respecting a hhony
free market is very muc hke 
worshtpmg a golden calf, Whictrt 
thought we weren't supposed to 
do." 
-safer and others say the
healt -care market is different 
because: 

• Few consumers are spending
tneir own money. 

• Consumers have limited pro­
viders to choose from. 

• Consumers have limited abil­
ity ·10 evaluate the quality of the 
services they're buymg. 

Having large numbers of pro­
viders isn't desirable, supporters · 
argue, because the more proce­
dures hospital staff members 
perform, the more expert_ise they 
gain. The more expertise, the. 
better the results for patients. 

Health-care industry observerif 
who approach CON from a con-:>< 
sumer-advocacy point of vie�· 
give CON mixed reviews. 

"I think it does have a useful 
purpose," said Jane Perkins, a 
Chapel Hill-based lawyer with the 
National Health Law Program, a 
not-for-profit law firm. "When it's 
done properly ... you can avoid :3-. 
situation where you have a heh­
copter pad at each hospital, ot 
expensive equipment at eac� 
hospital or an open-heart umt 
opening at one hospital before 
another hospital has become pro­
ficient. 

"The problem is CON often 
doesn't work the way it should," 
said Perkins, a former assistant 
attorney general in Maryland 
who worked with the CON 
agency in that state. Hospitals 
race to get ahead of proposed new 
regulations, hire high-powered 
lawyers to fight adverse deci­
sions, ask politicians to intercede 
with administrators and try to 
stymie their competitors, she 
said� .---·- -------�---

�ithout CON or some sort Qf. 
regu atory controls. Boston Uni­
versi 's Sa er worries that hos­
pita s ave the potential to ank;. 
rupt themselves. . 
�"1'herffill'reris going to close 

so many hospitals until the survi- . 
wrs enJoy geogra�hic monoP.Q: 
lies or ohgopohes, he said. "IL 
you want competition, you need · 
competitors." 

Hoyle was walking around the 
capitol last week with a draft of a 
CON reform law in his pocket. 
His draft would exempt existing 
hospitals with more than _ 150 
beds - meaning Gaston, Ca- · 
tawba, CMC, Presbyterian and 
many others - from CON rules. 
The idea, the Gaston· Democrat . 
said, is to let larger hospitals 
compete while keeping protec­
tions in place for more vulnerable 
smaller hospitals. 

Hoyle said he has spoken with 
Shovelin about Gaston Memori­
al's fight with CON regulators, 
but the hospital executive did not 
specifically ask for a change in 
the law. And Hoyle said he still is 
studying the possible conse­
quences of his bill �d has not ret 
decided whether to mtroduce 1t. 

"I want some study on this 
issue, on CON," Hoyle said. 
"Most everything I can think of is 
being deregulated. It may be time 
to deregulate the medical indus-
try." ,/ 


