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February 16, 2012 
 
 
 
James Falahee, Chair 
Certificate of Need Commission 
C/o Michigan Department of Community Health 
Certificate of Need Policy Section 
Capitol View Building, 201 Townsend Street 
Lansing, Michigan 48913 

 

Dear Mr. Falahee, 

This letter is formal testimony by Spectrum Health about the proposed revisions to the 
CON Review Standards for Hospital Beds, as approved for public hearing by the CON 
Commission at their meeting on December 15, 2011.  Spectrum Health is supportive of 
the proposed Standards, particularly the updated bed need and hospital grouping 
methodologies and the proposed provisions directed at “low occupancy” hospitals.   

The Hospital Bed SAC conducted an extensive process to review and update the 
Hospital Beds Standards.  They authorized two work groups, each of which met multiple 
times to complete their tasks.  There was broad participation in the deliberations of the 
SAC and the work groups, and all viewpoints were given due consideration.   

One member of the SAC presented a proposal for possible initiation of new hospitals 
near the end of the last SAC meeting.  While some of the concepts included in this 
proposal may have merit, their introduction at the last minute prevented the SAC from 
giving them full consideration.  Since the proponent of these changes was an active 
participant in the SAC discussions and was vice chair of one of the work groups, there 
was ample opportunity to introduce a new proposal in time for the SAC to consider it 
fully.  Anyone claiming that all viewpoints were not given due consideration should be 
held responsible for failing to introduce new ideas in a timely manner. 

Employing a methodologies work group, the SAC developed proposed changes to both 
the sub-area methodology (the method by which hospitals are grouped together for 
purposes of bed planning) and the bed need methodology.  The existing subarea 
methodology is an artifact from the 1970’s.  It incorporates a cumbersome grouping 
method that is very difficult to replicate.  With the assistance from the MSU Department 
of Geography, the SAC devised a new methodology which creates “hospital groups.”  It 
is more objective, replicable, and sustainable than the old approach.  The new method 
groups hospitals both by similarity of hospital use patterns and by geographic proximity.  
It results in fewer groups than the existing methodology (approximately 35 proposed 
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hospital groups, as opposed to 64 existing sub-areas), and only one hospital group 
contains a single hospital (whereas there are 32 single hospital sub-areas currently).  For 
these reasons, the proposed new hospital grouping approach represents a substantial 
improvement to the existing sub-area methodology 

The hospital bed need methodology contained in the existing CON Standards also is left 
over from the 1970’s.  While the approach is valid, the methods and programs employed 
are substantially out-of-date.  The MSU Department of Geography also helped the SAC 
completely revamp the bed need methodology.  Using current methods and 
programming, the proposed new methodology is more elegant, replicable and 
sustainable than the current approach.  The new approach eliminates the use of zip 
codes in favor of counties, projects patient days instead of population and use rates, and 
combines calculations for all age groups.  As a result, it is simpler to implement and 
reduces the number of steps and, hence, the potential for variation.  All of these changes 
result in a more defensible process for predicting the need for hospital beds in Michigan. 

The other substantial change in the Standards addresses the issue of low occupancy 
hospitals.  Previous revisions to the Standards addressed the concerns of “high 
occupancy” hospitals ability to add licensed beds in areas without identified bed need.  
The proposed new bed need methodology predicts an excess of 6700 hospital beds in 
the state.  Much of this excess capacity is created by hospitals which are not using their 
entire licensed capacity of beds.  The proposed provisions define “low occupancy” as 
below 40%, with an adjustment for pediatric and obstetric use.  If enacted, the low 
occupancy standards will require low occupancy hospitals to reduce their licensed 
capacity in order to receive CON approval for replacement, acquisition or relocation of 
hospital beds.  The target threshold for capacity adjustments is 60% adjusted occupancy.  
These provisions are a reasonable complement to the existing high occupancy 
standards.  An adjusted annual occupancy below 40% represents a very minimal 
threshold for low occupancy.  A hospital operating at that level is not meeting optimal 
operating efficiency.  Since these standards only effect hospitals requesting CON 
approval for replacement, acquisition or relocation of hospital beds, these proposed 
standards represent a modest approach to reducing unneeded hospital capacity.   

The revised Hospital Beds Standards endorsed by the Commission represent the most 
thorough revision of these standards in over a decade.  Spectrum Health supports these 
proposed revisions and encourages the CON Commission to approve these draft 
standards without alteration.       

Sincerely, 

 

Robert A. Meeker 
Strategic Program Manager 
Spectrum Health 
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