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Senat or Chafee and Forum partici pants.

The M nnesota Governor's Planning Council on Devel opnent a
Disabilities supports the Community and Fam |y Living Arend-
ments and has, supported the bill since 1984. W provided
witten testinony to your Senate hearing which was held on
August 13, 1984, in M nneapolis that outlined the val ues,

i ssues, and phil osophical reasons for our support. W stated
at that tine:

1  CFLA supported a consuner driven systemrat her
than a provider driven system

2. CFLA woul d hel p neet denmands for service
t hrough a range of alternative |iving arrange
nents .

3. CFLA woul d enphasi ze neeting the needs of in
di vidual residents in small, honelike residen
tial prograns.

4, CFLA woul d provide |less costly alternatives
to out -of - hone pl acenents.

5. CFLA woul d enphasi ze and strengthen support
servi ces such as day progranms and case manage
nent .

6. CFLA defines the target population in conpara
ble terms with our state statutes, but nore
attention is needed for enotionally disturbed
children and people with nental ill ness.

Rat her than repeating our original testinony, the Counci
directed ne to testify about the results of a nine-nonth
study of our state hospital system W are interested in
di scussing the broad range of issues that each state nust
face in downsizing residential facilities.

During the 1984 Legislative Session, the D.D. Council of the
State Pl anni ng Agency was given | ead responsibility to con-
duct a study and propose a plan for state hospitals. There
were four events that pronpted the legislation: (1) the sud-
den cl osure of Rochester State Hospital, (2) the Title XI X
Hone and Conmunity Based Wai ver which called for additional
reductions in the nmental retardation units, (3) the Wl sch
v. Levine Consent Decree, and (4) the Decenber 1983 proposed
reorgani zation of the state hospital system by the Depart-
ment of Human Servi ces.

We conpl et ed ei ght separate reports which you have in front
of you. Each of these reports answers specific questions



posed by the legislation. |In addition to these reports, we
publ i shed this 40-page graphically illustrated report giving
“hi ghlights" of the reports.

An interagency board was established and consisted of 11
state agency conm ssioners. The interagency board entitled,
the Institutional Care and Econom ¢ | npact Pl anni ng Board,
met six times to carry out its mssion. This board approved
all reports and recomendations that were presented to the
Legi sl ature.

Let me enphasi ze that M nnesota has plenty of plans, and
some woul d argue that our state hospital systemis over-
studied. The problems wth planning is that when ngjor

st akehol ders are not involved, the planning is neaningless.
Second, the Legislature can act w thout planning or can
requi re planning and then not act. The study that we con-
ducted involved all stakeholders and did result in |egis-
| ative action.

The first priority in planning nust be the individuals who
are served; however, other issues need attention such as
econom c i npact, enployee displacenent, and alternative use
of buildings. M testinony will describe how we organi zed
t hese studi es and the concl usi ons we reached.

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

The maj or focus of this study was an analysis of the genera
condition of the buildings and potential alternative uses of
t hose bui | di ngs.

We exam ned several variables including the years the buil d-
ings were built, property size, building square footage,
physi cal condition, plunbing condition, and el ectrical con-
dition of the buildings.

There are many buildings in the state hospital system which
are unused and in poor repair. Many of these buil dings
continue to be heated because they have not been decl ared
surplus property. There are tables on the disposition of
surplus property from 1983-1984 in this report, and our
anal ysis shows that the state does not excel at disposing
surplus property.

Even though the projection for services for nentally ill
peopl e and chem cally dependent people remains constant for
the next biennium the projected decline of people who are
devel opnentally disabled will reduce the current need for
bui | di ng space.

There has been consi derabl e experience across the United
States concerning the conversion and disposal of state



hospital properties. W conducted a national survey of states
with 43 of 50 states reponding.

General ly speaking, state agencies report that they do not
save noney by using state hospitals for other governnent uses
rather than renting or building other facilities. This is
due in large part to the condition and age of the buil dings,
energy costs, and renovation 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.qg., corrections,
Veteran's, geriatric apartnments, college, and religious or-
gani zat i on.

Recommendati ons:

1 W recomended a systemwi de capital inprove
ment pl anni ng process that recognizes |ong-
term space requirenents and the condition of
t he bui | di ngs.

2. We recommended that unused buildings in poor
condi tion should be declared surplus and de
nol i shed if necessary.

3. W recommended an aggressive, coordi nated nar
keting strategy should be undertaken for al
potential alternative uses of state hospi
tals. Specific use decisions will require
the active involvenent of state, county, and
| ocal agencies, and affected comuniti es.

The uses should not conflict with established
state policy and should be conpatible with the
pur pose of state hospitals.

4, W supported proposed changes in state |aw
easing constraints on the sale of state prop
erty to the private sector

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

Energy consunption in buildings is affected by many factors
including original construction features, efficiency of heat-
ing plant, severity of weather and type of heating fuel used.
Meani ngf ul conpari son of energy use at the eight state hospi -
tals is difficult.

The Legislature directed us to analyze the energy efficiency
of all state hospital buildings. The analysis was accom
plished in five different ways:

1. Energy use by resident/patient;



Energy cost per resident/patient (FY "83 in
1982 dol l ars);

Energy use by square foot/degree day/ MVBTU,
Energy use and cost by square foot of build
ing space (FY '83); and

Energy cost as a percentage of operating
cost e

o W D

Recomendat i ons;

We recomended that energy conservati on neasures continue to
be taken:

Uilization of shared savings contracts;

Use of alternative fuels;

Purchase of electricity from whol esal ers;
Separate netering of |eased or rented build
ings to the tenants;

Surplus buildings to be identified for denoli
tion to elimnate heating costs; and

Energy inprovenents such as a sumer boiler.

& g h~owppE

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

The | egislation authorizing the study was very concerned
about the effects on the enpl oyees should a state hospital
close. The | egislation sought specific information about
the enpl oyees: Wiat is the projected displacenent of state
hospi tal enpl oyees because of deinstitutionalization, and
what is the extent to which displacenent can be nmtigated
through attrition, retirenent, retraining, and transfer?

There are over 5,900 people, including part-time and inter-
mttent enployees working at our eight state hospitals.

1 64 percent of all enployees are female; the
maj ority are covered by the Non-Professiona
Health Care Unit, which is the |argest bar
gaining unit, and this group of enployees
earn an average wage of $8.51 per hour

2. The average length of service for all enploy
ees is 8.15 years.

3. The separation rate for all enployees (all
forms of termnation: death, voluntary, and
involuntary retirenents) varied greatly in
the state hospital system The total nunber
of separations for FY '84 was 820.

4. Under the Rule of 85 (if a person's age and
years of experience equals 85), 369 enpl oyees
are currently eligible for retirenent. |If



the Rule of 85 were extended, 742 additiona

empl oyees would be eligible within five years.

The State Planning Agency conducted a survey of state hospita
empl oyees to determne future career choices. There were 2 6

questions,

and 3,154 empl oyees responded to the questionnaire.

Here are some results:

Question: "If this state hospital were to close
within the next five (5) years, or if patient/
resi dent reductions were to result in staff reduc-
tions, and if | were offered a transfer to another
state hospital for a simlar position, | would

most

likely .

The hypothetical question was

followed by a set of four (4) choices:

1. Maintain my current residence, refuse

the transfer, and seek other empl oy

ment el sewhere. 3 &%
2. Refuse the transfer, seek other em

ployment outside the area, and change

my address accordingly. 12%
3. Accept the transfer and move to the

area offered. 24%
4. Accept the transfer but would attempt

to maintain my current residence and

commute if at all possible. 27%
5. Unknown. 2%

Question: "If this state hospital were to close

within the next five (5) years, or if patient/
resident reductions were to result in staff reduc-
tions, and if | chose not to accept a transfer to
another state hospital, my next career preference
woul d be . L

1.

Work for a state agency in the field
of human services.

31%
Work for a state agency outside the
field of human services.
Work in another public sector (city,
county, federal) in the field of
human services.
20%

Work in another public sector (city,
county, federal) outside the field
of human services.



5 Wrk in private industry in the field
of human servi ces.

12%
6. Work in private industry outside the
field of hunman services.

7. Retire, if possible. 7%

8. Self-enploynent. 14%

9. Return to school. 5%

10. Unknown. 11%
Question; "Should you wish to continue in the human

services field, what would be your nost preferred work
setting?" The choices on the questionnaire were

1 State hospital. 54%
2 Privately operated comrunity program

(day or residential). 11%
3. State-operated conmunity program (day

or residential). 22%
4. County-operated community program

(day or residential). 7%
5. Unknown. 6%

We al so exam ned the question of portability of pensions. Pen-
sions are portable in sonme cases but cannot be transferred when
| eavi ng public service.

Recommendat i ons:

1 W recommended that any staff reductions result
ing fromdeclining state hospital popul ations
shoul d occur through natural attrition and re
tirement whenever possi bl e.

2. The Departnent of Human Services and the Depart
ment of Enpl oyee Rel ations shoul d devel op a pl an
to facilitate the voluntary transfer and retrain
ing (i.e., retraining of workers transferring to
mental illness units).

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

A large industry such as a state hospital contributes signif-
icantly to a conmmunity's econony. The smaller the community



and |l ess diverse its commercial or industrial base, the
greater the inpact of any closure or downsi zing. Econom c
inpact is not only a function of where enpl oyees |ive and
spend their noney but also where they work in terns of com
muti ng di stance.

For purposes of the report, there are three econom c i npact
areas. W used zip codes to define the areas:

1 Primary inpact zone is where 50 percent of
the enpl oyees live. (Zip codes closest to
state hospital.)

2 The secondary inpact zone is where 75%of the
enpl oyees live (includes the prinmary inpact
zone).

3 The regional inpact area is where at |east 90
percent of the enployees |ive and includes
both prinmary and secondary zones.

4. This report has several sections:

a Drect Effect of Hospital Enploynent:

— enpl oynent as a percentage of
total area enpl oynent;
— hospital payroll as a percent

age of total area wage and sal
ary incone; and
— estimates of unenpl oynent by
county.
b. Indirect Enploynent Loss.
c. State Hospital Purchases.
d Efect of Resident/Patient Spending.
e Efect of Visitor Spending.

5. Counties where nost state hospital enpl oyees

resi de are:
a R ce 1, 017
b CGow Wng . 647
C. Qter Tail 637
d Kandi yohi 605.

6. Alternative enploynent would be nore diffi-
cult in an area of high unenploynent. State
hospi tal counties' unenpl oynent rates as of
July 198 4 showed a high in Carlton County
(Moose Lake) of 10.1 percent, 8.0 percent



in Ctow Wng (Brainerd), and 7.9 percent in
Oter Tail (Fergus Falls).

7. Salaries of state hospital enployees nmay be
the nost significant factor in community
econom c inpact. O the total operating ex
pendi tures, $128,433,135, or 85.9 percent,
are for personnel costs. The anounts ranged
from $9, 809, 295 at Anoka State Hospital to
$24,993, 232 at Faribaul t.

8. Since the state of M nnesota has a central
i zed procurenent system based in St. Paul,
the local state hospital purchases as a per
centage of local retail sales are small as
shown by the tables on pages 2 0-26.

Reconmmendati ons:

We recommended that alternative econonm c devel opnent strate-
gi es can be devel oped but require a cooperative effort be-
tween state and | ocal officials. Econom c inpact zones may
be one way to handle this issue in the future.

PAPER NO. 5: PUBLIC OPI NI ONS
ABOUT STATE HOSI TALS

A significant part of the study of the state hospital system
was the devel opnment 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 ngjor el enents:

1 The convening 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 w tnesses,
and 80 separate organi zati ons were repre
sented. )

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

a. Pro state hospital 117
b. Neutral 15
c. Pro community-based faci

ities 121
d. Opposed the waiver 49
e. Against state-operated com

munity facilities 131.



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

4 W also sent a "Dear Colleague" mailing once
a month to 1,500 people giving results and
announci ng neeti ngs.
The overwhel m ng nmessage of the town neetings and phone calls
was to keep the state hospitals open. The letters were split
on this issue.
Here are the major thenes that we heard at the town neetings:

Concerns about Patients and Resi dents:

* The speci al needs of residents should be the
ﬁrlnary concern in planning the future of state
ospital s.

e Persons nost "difficult to place" because of
severe behavi oral, physical, medical, conunica-
tion, or nultiple handicap problens are served
by state hospitals.

* Residents and patients need quality care and a
base of support-state hospitals are the only
hone t hey have, they shoul d not be nade "hone
| ess" nor "shuffled about."

 The i nprovenent of residents and patients has
been docunented. Individuals described the
progress they have nade. Sone famlies prefer
the state hospital placenent.

e The fact that state hospitals are geographi
cally dispersed makes it easier for famlies
tovisit. dosure is viewed as forcing fam
lies to travel |onger distances.

e During the call-in day, several callers cited
incidents and criticized both state hospital s
and community services because of inadequate
or inappropriate treatment.

« Famly menbers requested greater invol venent
and respect fromstaff.

Vi ews on Community Prograns:

e I ndividual s have noved out of institutions and
into the community. They have i nproved.



‘l
Community progranms (comrunity nmental health
centers, case nmanagenent, and community sup-
port prograns) need nore financial support.

., Community placenent will occur, but it nust be
orderly.

. Comuni ty- based services are client-centered
and provide integration.

.|Residents have a right to live in the conmu-
nity. The state hospital is not the | east
restrictive environnent.

_The state should phase out of operating any

program The state should use a "request for
proposal " approach. The state cannot provide
services and at the sanme tine nonitor itself.

W& need a state policy on deinstitutionaliza-
‘tion.

.Do not stop community-based facility devel op-
ment because of enployees and econom c inpact
i ssues.

_Community services are not available in al
parts of the state.

»+Some community services experience high staff
turnover. Staff aren't well trained. Commu-
nity services are underfunded. Conmmunity pro-
grans do not provide a full range of therapy
and health care services. Class action suits
may be necessary to address inappropriate
pl acements in the comunity.

,Comuni ty-based facilities do not accept all
types of people.

. Community prograns do not provide the sane
| evel of care as state hospitals.

.,There is abuse in the comunity prograns and
overnedi cation in sone.

+Community facilities are not prepared for the
clients who are | eaving state hospitals.

+County case managenent is understaffed.

.-Sone state hospital prograns are snaller than-
| arger group hones.



Quality of State Hospital Staff and Care:

« State hospital staff and the care provided were
descri bed as caring, hel pful, dedicated, the
best, concerned, enthusiastic, skilled, supe
rior care, excellent care, warm professional,
and nationally recognized.

e Staff care about residents and provide a surro
gate famly relationship 2 4 hours per day.

« Staff are concerned about quality of care, con
tinuity of care, standards, and a nultidisci-
plinary approach.

e State hospital staff salaries are justified be
cause the residents are the nost difficult to
serve. The salary levels in the community are
| ow by conpari son.

« Staff turnover rates are lower in state hosp
tals conpared to community services.

Community Econom c | npact on Hospital C osure

e The effect will be an econom ¢ chain reaction
characterized by direct |oss of hospital jobs,
indirect |loss of jobs because of slowed indus
trial growth, |owered gross community incone,
reduced retail sales, closed stores, fewer fam
ilies, underutilized schools, increased taxes,
hi gher utility costs, depressed housi ng narket,
and rising unenpl oynent.

 Several attenpts to estinate the magnitude of
t he econom c inpact were presented.

A sunmary of every town neeting is provided in this policy
paper. A file of letters is also avail able and copi es of
transcripts fromthe neetings.

PAPER NO. 6: RESI DENTS/ PATI ENTS

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

Al'l eight state hospitals do not provide the same services.
Canbri dge and Fari bault state hospital serve only persons
with devel opnental disabilities; Anoka serves only persons
with nental illness and/or chem cal dependency.



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 ati on of
the state hospitals was 4,006 people: 1,230
people who were nentally ill; 2,182 people
who were devel opnental | y di sabl ed; and 594
peopl e who were chem cally dependent.

3 Patients who were nmentally ill range fromthe
severest forms of illness (9 percent) to the
| east severe synptonms (12 percent). Patients
who experienced psychotic epi sodes, attenpted
sui ci de, and abused drugs conprised 2 6 percent
of the state hospital popul ation; and patients
with poor social skills, little initiative,
and difficulty controlling enptional control
conprised 3 9 percent of the population. The
remai ning 13 percent have limted social in
teraction and self-care skills.

4. 90 percent of the residents in state hospi
tals were severely or profoundly nentally
ret ar ded.

5. Residents who were devel opnental | y di sabl ed
were highly dependent in areas such as self-
preservation (ability to egress a buil ding
on their own in case of an energency), be
havi or probl ens, bathing, groom ng, and
dr essi ng.

6. Patients with chem cal dependency were typi
cally young white mal es who were single, un
enpl oyed, had a hi gh school degree or |ess,
wer e al cohol dependent, and were indigent.

Recommendat i ons:

The study of "Patients and Residents in M nnesota State Hospi -
tal s" provides only prelimnary information about denographic
characteristics. The Institutional Care and Econoni c | npact
Pl anni ng Board recommended that additional reports be prepared
and recomrendati ons regarding the relationship between state
and county responsibilities be subnmtted to the Legislature.
The board al so recomended i ncreased enphasis be placed on
supporting quality of care and quality of life in the current
servi ce system



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

The | egi sl ati on mandati ng the state hospital study and pl an
required the Long Term Health Care Conm ssion to "eval uate
the conparative costs to the state institutional and nonin-
stitutional care for developnentally disabled persons.” There
are four parts to the cost report: (1) review of literature,
(2) revenue and expenditures of state hospitals, (3)

conpari sons of noney spent on institutional and comrunity
facilities, and (4) a needs approach to cost. Here are sone
hi ghli ghts fromthe cost study:

Costs of State Hospitals:

L 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 better staffing. Costs increased.

3 In this sane period, people wth devel opnen
tal disabilities were noving to the commu
nity. Costs continued to increase in the
state hospital s because:

a. The fixed costs increased because of
fewer residents;

b. Renodeling and construction occurred
across the United States to neet fed
eral | CF-MR st andards;

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

d. Unionization of public enployees oc
curred which led to higher salaries;

e. Inflation had an i npact;

f. The proportion of residents with se
ver e/ prof ound nental retardation in
creased as | ess handi capped people
| eave; and

g Indirect costs were added such as
over head and other state adm nistra-
tive costs in order to maxim ze fed-
eral financial participation.



Costs of

Community Residential Facilities

1

2

The nunber of group homes in the community
has i ncreased dramatically.

The ownershi p patterns can range fromfam
ily, nonprofit, profit, chains, or systens.
Fam |y operations are the | east expensive.

Community residential facilities need a stand
ard chart of accounts and inproved cost ac
count i ng.

Community residential facilities include cap
ital itens but not day programs or service
costs.

Community residential facilities now serve
all ages and all types of handi caps but
the proportion who are nost dependent is
slightly lower than state hospitals.

Wiy average per diens shouldn't be conpared
bet ween state hospitals and conmunity facil
ities:

a Costs vary by type of resident (age,
| evel of independence, services needed,
and staffing needed). Children are
al ways nore expensive than adults.
More severely handi capped peopl e are
nore costly regardl ess of setting.

b. Per dienms do not contain the sane
i tens

No standard chart of accounts exi sts.

d No cost accounting systemexists.

e There are several ways of determ ning
costs which produces different out
cones in cost studies:

— reinbursabl e cost reporting;
— average per person costs;

— fixed and variabl e costs;

— unit costs; and

— needs appr oach.

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



Concl usi ons from Past Cost Studies:

1

Costs don't differ if both types of clients
are provided full array of service. (Myeda)

Comunity costs are fragnented across several
accounts. (O Connor)

By adding in day prograns and nmedi cal serv
ices, the difference narrows. (Mayeda)

As a treatnent site, the state hospital is
not as desirable as a comunity setting.
(Jones & Jones)

| npossible to conpare because no standard
chart of accounts and no standard cost
accounting exists. (O Connor)

We need to add in the issue of the "famly"
that provides care. The famly may be the
most cost-beneficial approach.

Real | ocation of funds nust be considered if
nunbers of people keep noving out of state
hospi tal s.

The Pennhurst study concl uded:

a State salaries and fringes are higher
than community salaries and fringes.

b. Community staff spend nore hours of
direct staff time per client than
Pennhurst staff.

c. There is a greater division of |abor
in state hospital s—apre managemnent,
nmore specialists, and nore nedically
oriented staff. Community staff do
nmore jobs.

d  Savings in comunity are due to use of
generic services.

e. How soon before community staff union
| zes?

f. How | ong will we expect a | ow paid,
transient work force to serve nore se-
verely handi capped people in the com
munity?



g. Rather than say conmmunity services are
cheaper, we should say that we get nore
staff time for the noney.

h. Sone institution prograns are | ess ex-
pensive than conmmunity; nost institu-
tions are nore expensive; average per
diemreflects a wi de range of peopl e.

11. The gross cost of Mnnesota state hospitals
for FY '84 was $159, 045, 479; 85.9 percent
was for personnel.

12.  Reinbursenents totaled $120, 594, 420 from al
sources with the |argest anount com ng from
federal Medical Assistance ($52, 656, 694).

13.  In 1980, expenditures for comunity services
reached the sane | evel as expenditures for
institutional services for nentally retarded
peopl e. S nce 1980, expenditures for commu
nity services have exceeded institutiona
servi ces.

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_hosgitals and _begin
st at e-oper at ed, communi ty-based servi ces.

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

4 dosure of one or nore state hospitals.

On page 2 of this final report, we begin with a list of all
the conflicting roles. Wienever interest groups di scuss 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:

— provi de services;

— supervi se servi ces;

— nonitor and |icense;

— guardi an;

—defendent in court; —

enpl oyer ;

— negoti ator;

—provider of services to em
pl oyees in case of closure;



— cost containnment; and
— naximze federal financial
participation.

CPTION 1: Continue operation of all eight state

hospitals with staff reductions or down-
sizing in the nental retardation units.

— The nental retardation popul ation
will continue to decline because
of the Wl sch Consent Decree and
t he wai ver.

— There could be as nany as 582
fewer nmentally retarded peopl e by
July 1, 1987, or it could be a
mni numof 3 00 fewer peopl e under
t he Wl sch Consent Decree.

Ef fects on Enpl oyees:

— Because all types of staff |evels
are stipulated in the Wl sch Con
sent Decree, the nunber of staff
who coul d be reduced coul d be
pr oj ect ed.

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

— Based on historical experience,
there are 1,640 separations be
cause of turnover, retirenents,
deaths, and resignations. This
nunber includes all enpl oyees
I ncluding part tine.

— It is our opinion that natura
attrition can be used for down
sizing as a first option conpared
to layoffs. Special exception is

made to fill positions for health/
safety and for Wl sch conpliance
reasons.

— The next option is to make early
retirement attractive through ex
tension of Rul e of 85.

— The next option is to extend the
Rule of 85 and to add nedical in-
surance benefits for people until
they reach age 65 years. This



CPTI ON 2;

CPTION 3

option is also | ess expensive than
| ayof f s.

Ef fects on Buil di ngs/ Ener gy;

— The denmand for |iving space is
goi ng down and yet capital costs
wi Il continue for renodeling/
renovat i on.

— | f the popul ati on can use consol
idated |iving space, then sel ected
bui | di ngs can be decl ared surpl us
and sold, rented, or denolished.

Decentral i ze the state hospitals.

V¢ | ooked at Rhode Island s approach in
begi nni ng st at e-oper at ed, conmuni ty-
based services. Qur state AFSCVE grouP
prepared a proposal. The Departnent o
Human Servi ces al so created a proposal
included in this report.

Ef fects on Resi dents and Enpl oyees:

— Individual s woul d conti nue to
nove to the comunity.

— Enpl oyees woul d be allowed to bid
on positions in comunity settings.

— Enpl oyees woul d be cover ed under
CPIIective bar gai ni ng and pensi on
pl an.

— Retraining woul d be necessary.

— Space needs woul d be reduced.
FToperty coul d be decl ared sur
pl us.

— The state mght incur new capital
costs in the comunity or exist
I ng housi ng coul d be used.

— Econom c i npact would be dis
persed dependi ng on rel ocation
of residents.

| nprove efficiency and effectiveness of
state hospitals and introduce
el ements of conpetition.



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

— State hospital s woul d generate
revenue as a function of services

r ender ed.

— Each state hospital would be re
sponsi bl e for programm x, budget
ing, marketing, and rate setting.

— No catchnent areas woul d exi st.

— Counties and case nmanagers woul d
be responsi bl e for paynent of serv-
i ce.

Effects:

— Individual s and counti es woul d
have choi ce of using state hos
pitals at a prenegoti ated cost
of service.

— State hospitals would still be
under the sane poli cies.

— There woul d be nore need for
flexibility than civil service
currently allows. Enpl oyees
woul d be trained and trans
ferred based on need.

— Each state hospital woul d have
control over buildings. There
woul d be an incentive to conserve.
(This is a real problemarea be-
cause the state bonds and every
facility is not equal in terns of
bui | di ngs.)

— Proceeds of sale of property
woul d revert to state hospitals.

— Econom ¢ i npact depends on skills
of state hospitals:

* rental val ue woul d approach
fair market val ue;



* laundry could be a profit
center; and

* per diens would reflect true
costs.

Cautions about this approach:

— Concern about "dunpi ng" nost dif
ficult clients or "creamng" or not
provi di ng service. The state has
up to this point not rejected cl
ents.

— True conpetition does not exi st
since the State Legi sl ature has
i mposed norat ori uns, sets funding
| evel s, and has rate setting nech
ani sns.

— Counties have differing capaci
ties to handl e these new reponsi -
bilities.

CPTION 4. dosure of the state hospitals.

— It is extrenely difficult to ter
m nat e gover nmental organi zati ons.
There is little political incen
tive to do so.

— Termnations are usual ly accom
pani ed by a budget crisis and/or
an ideol ogi cal struggle.

— There is a lack of systematic
eval uation studies to determne
i npact of cl osure.

— Wy cl osure doesn't occur:

* guarant ees instant, gal vani zed
opposition to the idea;

* benefit is mninmal and nmeans
"fractional ly | ower taxes";
and

* increnentalismforces nost pro
grans to grow rather than be
t er m nat ed.

Each state hospital was hypothetically
cl osed for purposes of this study, and
the inpacts were assessed.



Ef fects;

Based on past experience, if the
state does not have tine and noney
to devel op conmunity alternatives,
the residents are sent to another

state hospital. Consideration nust
be given to:

* home county of each resident;

* where are beds avail abl e?

* do they match what the indi
vi dual needs?

*if not licensed or certified,
how nuch noney i s needed for
bringing into conpliance?

There are several research stud
ies of effects on residents/pa
tients and famlies. Results

are m xed—hanges in nortality,
heal th probl ens, enotional changes,
and adj ustnent issues.

In the event of closure, we |isted
ni ne separate options for enpl oyees
(pages 28-29). W also estimted

t he nunber of people who woul d take
each option, including listing bar
gai ning i ssues such as |ayoffs.

We sunmari zed the research on cl os-
ure and effects on enpl oyees (| ow-
ered noral e, stress, physical prob-
| ens, enotional problens).

We summari zed the alternative uses
of buildings, the cost of closure
and cal cul ated by hospital, the
anount for severance, health bene-
fits, unenpl oynent conpensati on,
and ot her costs such as heating,
security, etc.

Finally, each state hospital gave
their own views about cl osure.



