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Thi s addendum provi des an executive summary of eight policy-
papers prepared by the M nnesota Devel opnmental Disabilities
Council in response to a legislative request for a plan re-
garding the future of state institutions.

Let ne enphasize that M nnesota has plenty of plans, and sone
woul d argue that our state hospital systemis overstudi ed. The
problenms with planning is that when maj or stakehol ders are not

I nvol ved, the planning is nmeaningless. Second, the Legislature
can act w thout planning or can require planning and then not
act. The study that we conducted involved all stakehol ders and
did result in legislative action.

PAPER NO. 1: M NNESOTA STATE HOSPI TAL
FACI LI TI ES AND ALTERNATI VE USE ( BUI LDI NGS)

The maj or focus of this study was an anal ysis of the general

condition of the buildings and potential alternative uses of
t hose bui |l di ngs.

We exam ned several variables including the years the buil d-
ings were built, property size, building square footage, phys-
ical condition, plunmbing condition, and electrical condition of
t he buil di ngs.

CGeneral |y speaking, 43 state agencies reported to us that they
do not save noney by using state hospitals for other govern-
ment uses rather than renting or building other facilities.
This is due in large part to the condition and age of the

bui | di ngs, energy costs, and renovati on costs.

O the 31 institutions reported closed nati onwi de, none have

been purchased by private industry. Over half have been con-
verted to other types of institutions, e.g., corrections, Vet-
eran's, geriatric apartnents, college, and religious organiza-
tion.

PAPER NO. 2: M NNESOTA STATE
HOSPI TAL ENERGY USE AND COST

Energy consunption in buildings is affected by many factors
i ncluding original construction features, efficiency of heating
pl ant, severity of weather and type of heating fuel used.

Meani ngf ul conpari son of energy use at the eight state hospi -
tals was difficult.

We recommended that states should undertake energy conserva-
tion nmeasures including: utilization of shared savings con-
tracts; use of alternative fuels; purchase of electricity from
whol esal ers; separate netering of |eased or rented buil dings
to the tenants; identification of surplus buildings for denp-
lition to elimnate heating costs; and installation of inprove-
ments such as summer boil ers.



PAPER NO. 3: A PRCFILE OF M NNESOTA
STATE HOSPI TAL EMPLOYEES

The | egislation authorizing the study was very concerned about
the effects on the enployees should a state hospital close. The
| egi sl ati on sought specific informati on about the enpl oyees:
What is the projected displacenent of state hospital enpl oyees
because of deinstitutionalization, and what is the extent to
whi ch di spl acenment can be mtigated through attrition,
retirement, retraining, and transfer?

There are over 5,900 people, including part-tine and intermt-
tent enployees working at our eight state institutions. Di-
rect care staff are often female. The average wage is $4.00
to $5.00 higher than m ni rum wage. The |ength of service
averages over eight years, and the separation rate varies by
| ocati on.

The State Planni ng Agency conducted a survey of state hospital
enpl oyees to deternm ne future career choices. There were 26
questions, and 3,154 enpl oyees responded to the questionnaire.
Regar dl ess of how t he question was asked, nost enpl oyees indi-
cated preference for public sector enploynment.

States may have to be creative in making early retirenent nore
attractive rather than incur |ayoff costs. The portability of
pensions may al so need to be investigated at the state |evel
to encourage transfer of enployees rather than | ayoffs.

PAPER NO. 4; THE ECONOM C | MPACT
OF M NNESOTA STATE HOSPI TALS

A large industry such as a state hospital contribute signifi-
cantly to a conmunity's econony. The snaller the community
and |l ess diverse its comercial or industrial base, the
greater the inpact of any closure or downsizing. Economc

i npact is not only a function of where enployees |ive and
spend their noney but also where they work in ternms of com
muti ng di stance.

Sal ari es of enployees are the npost significant factor in esti-
mati ng comrunity econoni c inpact. The inpact changes depend
upon t he di spersion of enployees in a geographic area. Eco-
nom c i npact should not be calculated by nultiplying total
revenue by a multiplier effect such as "10" because it over
estimates true inpact.

Si nce nost states have centralized procurenent systens, |oca
purchases by the institution are a snall percentage of |oca
retail sales.

If institutions are located in rural areas with high unenpl oy-
ment, alternative enploynent strategies are difficult to de-
velop. Retraining and voluntary transfers of enpl oyees should
be considered as a preferred econom c devel opnent approach



Alternative econom ¢ devel opnent strategi es should not inply
"filling up buildings with a newly discovered deval ued groups
such as people with AIDS, Al zheiner's, or those who are hone-
| ess. ™

Institutions |ocated on prine property may be the first to
cl ose since econonmic inpact will be |essened. It may be a
wrong reason, but it is often nore feasible.

PAPER NO. 5: PUBLI C OPI NI ONS
ABOUT STATE HOSPI TALS

A significant part of the study of the state hospital system
was t he devel opnent of a public process which provided M n-
nesotans with an opportunity to express ideas and concerns
regarding the future of state hospitals and the delivery of
services to persons with nental illness, nental retardation,
and chem cal dependency.

This public process involved three major el enents:

1 The conveni ng of nine town neetings, one in
each area of the state served by a state hos
pital and one in the Metro area. (Over 5,000
peopl e attended. There were 3 62 witnesses,
and 80 separate organi zati ons were repre
sented. )

2. Soliciting letters fromthe public and inter
ested parties who woul d express their views.
(Cver 433 letters were received.)

3. Receiving calls during a "toll -free call-in"
day. A total of 202 calls; 174 favored state
hospi t al s.

4, We al so sent a "Dear Colleague” mailing once

a nonth to 1,500 people giving results and an-
nounci ng neetings.

The overwhel m ng nessage of the town neetings and phone calls
was to keep the state hospitals open. The letters were split
on this issue.

Here are the nost frequently heard themes energing fromthe
t own neeti ngs:

Concerns about Patients and Resi dents:

" The special needs of residents should be the
primary concern in planning the future of state
hospi tal s.

Persons nost "difficult to place" because of



severe behavioral, physical, nedical, comunica-
tion, or nultiple handicap problens are often
served by state hospitals.

Views on Community Prograns;

* Individuals have noved out of institutions and
into the community. They have i nproved.

e Community prograns (community nental health cen
ters, case managenent, and community support pro
grans) need nore financial support.

Quality of State Hospital Staff and Care:

State hospital staff and the care provi ded were
descri bed as caring, hel pful, dedicated, the best,
concerned, enthusiastic, skilled, superior care,
warm professional, and nationally recognized.

PAPER NO. 6: RESI DENTS/ PATI ENTS

M nnesota's state hospitals exist to serve people with nental
i1l ness, devel opnental disabilities, and chem cal dependency.
VWile there are many factors which will influence the future
of state hospitals, a very inportant factor nust be the indi-
vi dual s for whomthey exist.

The state hospital study al so found:

1 In 1960, a peak of 16, 355 residents/patients
were served in the state hospital system

2. In FY "84, the average daily popul ation of the
state hospitals was 4,006 people: 1,230 peo
ple who were nentally ill; 2,182 people who
wer e devel opnental |y di sabl ed; and 594 peopl e
who were chem cally dependent.

W recommend that states shoul d undertake independent verif-
ication of individualized needs and treatnments to address
t hose needs.

PAPER NO 7: THE COST OF M NNESOTA
STATE HOSPI TAL

There are four parts to the cost report. Here are sone high-
lights fromthe cost study:

Costs of State Hospitals:

1. Fifteen (15) years ago, the care given in



state hospitals was custodial, and the cost per day
was extrenely | ow.

2 Court cases and federal standards resulted in bet
ter staffing. Costs increased.

3 In this sane period, people with devel opnental dis
abilities were noving to the comunity. Costs con
tinued to increase in the state hospital s because:

a. The fixed costs increased because of fewer
resi dents;

b. Renodeling and construction occurred across
the United States to neet federal |CF- MR
st andar ds;

c. Staffing increased or stayed |evel in order
to reach rati os;

d. Uni oni zation of public enpl oyees occurred
which | ed to higher salaries;

e. Inflation had an inpact;

f. The proportion of residents with severe/
prof ound nental retardation increased as
| ess handi capped people | eave; and

g. I ndirect costs were added such as over head
and other state adnministrative costs in
order to nmaxim ze federal financial par
ticipation.

Costs of Comunity Residential Facilities;

1  The nunber of group honmes in the comunity has in
creased dramatical ly.

2. The ownership patterns can range fromfamly, non-
profit, profit, chains, or systens. Famly opera
tions are the | east expensive.

3. Community residential facilities need a standard
chart of accounts and inproved cost accounting.

4  Community residential facilities include capital
items but not day prograns or service costs.

5. Comunity residential facilities now serve al
ages and all types of handi caps, but the propor-
tion who are nost dependent is slightly |ower than
state hospitals.



6. Wy average per diens shouldn't be conpared be-
tween state hospitals and community facilities:

a. Costs vary by type of resident (age, |evel
of independence, services needed, and
staffing needed). Children are always
nore expensive than adults. Mre severely
handi capped people are nore costly regard
| ess of setting.

b. Per diens do not contain the sane itens.
C. No standard chart of accounts exists.
d. No cost accounting system exists.

e. There are several ways of determ ning
costs which produce different outcones
in cost studies: reinbursable cost re
porting; average per person costs; fixed
and variable costs; units costs; and
needs appr oach.

f. In M nnesota, costs vary by geographic
| ocation (urban, rural); size (6 or fewer,
17 or nore); staff ratios, and speci al
certification.

PAPER NO. 8: OPTI ONS/ RECOMVENDATI ONS

The four options presented in this last report include: 1.
Keep all state hospitals open but downsi ze.

' 2. Decentralize the state hospitals and begin
st at e-operated, community-based servi ces.

3 I ncrease efficiency and introduce el enents of
conpetition in all state hospitals.

4. Closure of one or nore state hospitals.

On page 2 of this final report, we begin with a |list of al
the conflicting roles. Wenever interest groups discuss what
is the state's role, there is a tendency to say, "the state
ought to," forgetting that we do not have a bl ank sheet but
rather a conplex set of roles including: provide services;
supervi se services; nonitor and |license; guardi an; defendant
in court; enployer; negotiator; provider of services to em
pl oyees in case of closure; cost containnment; and naximn ze
federal financial participation.

OPTION 1; Continue operation of all eight state hospitals



with staff reductions or downsizing in the nmental retardation
units.

* The nental retardation population will continue
to decline because of the Wl sch Consent Decree
and the wai ver.

Ef fects on Enpl oyees:

* Because all types of staff |evels are stipul ated
in the Wl sch Consent Decree, the nunber of staff
who coul d be reduced coul d be projected.

* The nunber of staff to be reduced total ed 644
positions.

* Based on historical experience, there are 1, 640
separati ons because of turnover, retirenents,
deat hs, and resignations. This nunber includes
all empl oyees including part tinme.

* It is our opinion that natural attrition can be
used for downsizing as a first option conpared
to |layoffs. Special exception is made to fill
positions for health/safety and for Wl sch com
pl i ance reasons.

* The next option is to nake early retirenent at
tractive through extension of early retirenent.

* The final option is to extend the early retire
ment option and to add nedi cal insurance benefits
for people until they reach age 65 years. This
option is also | ess expensive than | ayoffs.

OPTION 2: Decentralize the state hospitals.

We | ooked at Rhode Island's approach in begi nning state-
oper ated, comunity-based services. Qur state AFSCMVE group
prepared a proposal. The Departnent of Human Services al so
created a proposal included in this report.

Ef fects on Residents and Enpl oyees:

| ndi vi dual s woul d continue to nove to the com
munity.

* Enpl oyees would be allowed to bid on positions
in comunity settings.

* Enpl oyees woul d be covered under collective bar
gai ni ng and pensi on pl an.

Retrai ni ng woul d be necessary.



OPTI ON
hospi ta

Ef f ects:

Space needs woul d be reduced. Property could be
decl ared surpl us.

The state m ght incur new capital costs in the
community or existing housing could be used.

Econom c i npact woul d be di spersed dependi ng on
rel ocati on of residents.

3; Inprove efficiency and effectiveness of state
I s and i ntroduce el enents of conpetition.

Managenent information systens woul d have to be
in place—hart of accounts, resident tracking,
et c.

State hospitals would generate revenue as a
function of services rendered.

Each state hospital would be responsible for
program m x, budgeting, marketing, and rate
setting.

No catchnent areas woul d exi st.

Counti es and case nmanagers woul d be responsible
for paynent of service.

| ndi vi dual s and counti es woul d have choi ce of

using state hospitals at a prenegotiated cost of
servi ce.

State hospitals would still be under the sane
pol i cies.

There woul d be nore need for flexibility than
civil service currently allows. Enployees would
be trained and transferred based on need.

Each state hospital would have control over
bui |l di ngs. There would be an incentive to con-
serve. (This is a real problem area because the
state bonds and every facility is not equal in
ternms of buil dings.)

Proceeds of sale of property would revert to
state hospitals.

Economi ¢ i npact depends on skills of state
hospi t al s:

—rental value woul d approach fair narket
val ue;



— laundry could be a profit center; and
— per diens would reflect true costs.

CPTION 4. dosure of the state hospitals.

It is extrenely difficult to term nate govern
mental organizations. There is little political
i ncentive to do so.

Termnations are usually acconpani ed by a budget
crisis, and/or an ideol oqaical struaale.

There is a lack of systematic eval uati on studies
to determ ne inpact of closure.

Way cl osure doesn't occur:

— qguarantees instant, gal vani zed opposi
tion to the idea;

— benefit is mninmal and neans "fraction
ally lower taxes"; and

— increnentalismforces nost prograns to
grow rat her than be term nat ed.

Each state hospital was hypothetically closed for
pur poses of this study, and the inpacts were
assessed.

Effects:

Based on past experience, if the state does not
have time and noney to devel op community alterna-
tives, the residents are sent to another state hos-
pital. Consideration nust be given to:

— what is the hone county of each resident?

— where are beds avail abl e?

— do they nmatch what the individual needs?

— if not licensed or certified, how nuch
nmoney is needed for bringing into conpli
ance?

There are several research studies of effects on
residents, patients, and famlies. Results are
m xed—hanges in nortality, health probl ens,
enoti onal changes, and adjustnent issues.

In the event of closure, we listed nine separate
options for enpl oyees (pages 28-29). W also es-
timated the nunber of people who woul d take each
option, including listing bargaining i ssues such
as |ayoffs.



We sunmmari zed the research on closure and effects

on enpl oyees (I owered noral e, stress, physical
probl ens, enotional problens).

We summari zed the alternative uses of buildings,
the cost of closure and cal cul ated by hospital,
the anmount for severance, health benefits, unem

pl oyment conpensation, and other costs such as
heati ng, security, etc.
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