YII

i éuWéM ;] @W-@/W

,D’SJ Public Vgliare

. i wdd
ﬂ H(‘/ L - MJM""
\\ - — A
Senator Willism Dosland, Chaimann | \ MarchVS%iigéﬁfJﬂ

Senate Finance Svb-Lormities on Velfsre

David J. Vail, M.D., Director : }%M
Medical SBewvices Divigion : g
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¥ir. Chapado recently referred to me a list of questions you had asked him relating to

__the possibilily of converting the state hespital system into a public corporation or

grovp of corporations, As I told you in a previous note, this subject is very close
to my heart end T am glad to have this chance {o respond.

According to Mr. Chapado’s notes your questions are as follows:
!

ve controls on the quality of patient care could be developed undar

1. Vhat effsct
ration approach?

i
the corporati

2. What effcctive cost controls could be developed?

3. Yhnt impact might federad construction and other federal funds have on the meatal
hospital corporation and vhatl would be the requirements in qualifying for federal
funds?

&, What have other states done &long these lines?

Before tzking up the questions specifically there are gonzral comments I would like to
make, to vrovide a context or conceptual fremework to the questions and their answers.

I have been impressed in this legislaiive session especially with the futility of =olving
the problens before us so long as we try fo operale within the present manegensut wmodsl.
Ve have on the one hat'd a set of local progrems operating independently from one another
in response {o communily necds. Ve have on the other a large and expensive establish-
nent in the form of a dozen institutious run Ly a state agency in 8t. Pauld. The
legislatvre is being asksd to invest in volh sysisas and is faced with the real rrospost
of building up one at ths expense of the other. This is unavoidable in the present
framevork, in vhich twe partiesz are funded separately in a way whlch tends to prevent
them froa being partners with one another and mzkes them rivals instead.

The present system of direct funding of the state hospital system is bound to lead to
self~perpetuation efforts, attempts to keep up case loads, and various other false
outcomzs. The present system of funding and management of the state hospital systenm
tends to keep dovm the responsiveness: oi‘ the hospitals to the real needs of its service
community and there is insufiicient power of influence and control given to servige
CONGUNEeTrS, -

‘aybe nouw is the time
The idea is simply th
world. The best way

ta chanpgs over entirely to a ngw funding and management uys S e
s: turn the state hoapitals loose to make their own way in
o @o this, I believe, would be:
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1.

2.

3.

Hake each hospital an independsnt public corporation.

Reduce direct state subsidy of sach hospital to anortization and/or property

-maintenance costs, plus a subsidy adeguate to mainizin a decent domlcilary level

of care, based on a formula related to the general population of the region
served and not to the in-patient popvlation of the hospital.

Pool the balanse of money thal now gozs to the state hospitels and redistribute
it on the basis of general population to county welfare departments, existing
area boards, or special new regional mental health and hospital boards created
for the purpese. The bodiea vhich would receive the money under the new plan
would buy the service they need from the vendor who glves them the best deal.
Szid deal would have to be subject to advocacy-iype monitoring on behalf of
individual service recipients or patients -~ especially those vho are indigent

or unahle to protect themselves -- to make sure that cazsze plans are made truly in
the best intevests of the patients. '

Such en arvengenment would strenpthen the hand of cownumity groups who now complain
sbout inadequacies of the hospitals, Under this plan the hospitals would be
inpelled to provids a service vhich the community vieus as necessery and of the
proper qualily.

A single public corporation might accomplish the same ends, but it might lend
itself to the centraliswm, self-perpetuation and bwreaucracy in a wey that would
net be en alventage over the existing system.

/ To answer your questions:

1.

-

2,

Gualivy of Patient Care,

To aypproach this guestion properly I sugppose one would have to ask, What control
do ve have at the present time over the quelity of patient care? I think it would
be fair to say thol the mechanisms that exist are very imperfect. They consist
chiefly of peer revicw processes at the hospital level, such supervision as we are
able to provide from the central office, and speclal advocacy activities like
Review Boards end the Huvens Practices Committess. The advent of federal Titles
XVIIT and XIX have promoted the establishment of Uiilization Review Cormittees
and has exerted other pressures toe up-grade service and this has beon helpiul.

Let me put in a plug here for our Right to Treatnent bill, which would work to
bring about a belter quality of case planning and care generally.

The corporation approach would iumeasurably improve the quality of care and
strengthen the control mechanisms. It would bring consumer and community pressure
directly to bear on tho hospital. Hore importantly, if the money would be in the
hands of a commumity agency to purchase care from the corporation as a vendor, the
local egency would then demand a high guality of service as being in the direct
interest of the comsmunity and its citizens, including those citizens who are now
residing and receiving care in the hospital, '

Cost Control.

A11 that I have said sbout. quality of care applies in principle to cost control.

A new element added under the corporation idea,”if coupled with rearranging the
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finance machaniens, would be the neorket principle, by wliich prices and cosis
L s U X
would be controlled by the commelifions existing in the free entérprise systen.

Federal Requirements,

I am not sure I can address this cuestion too well, for there are meny complexities
in the federal finance arsa which I do not wnderstand., Bul egain, I think the
corporation apbroach would lend itself far more readily to fecderal financial
assistance than the present systen, esyzcially if we would go to the wodel

of individusl corporations. The federal requirements keep a very iuswportant
preseure on s in the direction of program inproverent, as Tor exaple in

thelr insistence on Utilization Review Comiiittees, adeguate madical records, ete.

I think that indépendent corporations operating much nore in accordance with the
free enterprise system than is now the case would be motivated to Mmaximize the
Tederal buckl, especially invqualifying as being elipible to receive reinbursenent
through insuronce propramns. Under the corporation model I believe that the hosdital
would be able to dezl more directly and effectively with the federsl agencles than
ig now the case. The corporation model would change the hospitals into comnunity
facilities in the true sense, and this would incresse their cligibility for such
federal staffing, construcltion, and yroject grants as may be available as coopared
to the present situation; for in my experience historically the federsl agencies
do not like fo deal with the monolithic state institutional systeus, and sec

thenn a5 being outside of the mainstresn of commnmity-based services" and
Meommunity cate’.

Othexr States.

I know of no other siate that hes gone into the corporation idea. Towa for many
years hos mads the counties responsible to provide and pay for mental healtn care.
I believe that the stale appropriates directly to the hospitals only sbout 205

of the total cost of operation, end the rest goes to the counties; vhich provide
or purchase care. One result of this arcvangement has been & very drastic
retuction in the nuwber of paticnts in stale hospitals in Towa, a reduction

even mors éramatic fhan Nimmesota's. One wnfortunate effect, I believe, is that
the couwntiss, handling the monsy with which to buy services, tend to go on the
cheap and may place large nunbers of persons in county-run institutions at a

lower cost than that of the state hospitals. Critics of this system have pointed
oul that while the state hoapiials have become snaller and possivly betier, this
is little aid and coufort to the patieats who may now be residing in a sub-standarad
county homes. It would be important to build in safepuards to see that this would
not happen. California has rearranged its financing plan to provide $0¥ of the
cost of mental health care on a capitation basis to counties, which then negotiate

with state hospitals or other vendors, or provide the core themselves. The state

hospitals there are still run directly by the state Departiient of Mental Hygienec.
The California plaan is relatively recent znd I believe the resulis are not in yet.
1 have heard that there vwes a greal deal of confusion about converting to the

nev plan. But at the same time I believe that at least one of their state
hospitals has been closed down after having literally gones out of business.

T an not aware of the corporation medel as such in other countries. Britain has
regional hospital boards vilch distribute money on a regionel basis to all the
hospitals -~ general, mental, tuboreulosis, elc. -~ within the region in accordance
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vith & regional plani but there all hospitsls are ouned and oneratsd oy theo
governuent. Swaden recently tuvrned over their state (i.2., rational) mental
honpitzls to locnl governnienils to operate, with the nationzl state continuing to
subsidize the bulk of the cost. The Netherlands for decades has had a systen
scnewnat like the multiple corporation approacn. There the care is basically

the resvonsibility of the local health departments. They avrenge for care vhere
they can find it from anong a fairly large nuwbsr of mental hospitals, which way dbe
run by churches, non-profit corporations; or sometinies local governments. One of
the very desirable effects of this arrangement is that the local health dowari-
ment-: keeps: a very close watch on all their patients cven while they are in
hospital, and as we would soy do nolt lose control of the case.
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This is o very couplex issuc. I have iried to cover sone of the poinits in this memo-
randum. I am sure there are pany obther questions to discuss. I would be very pleased
to peat yith you at any time to go over this nmatter.
I thers is any further information which you need, please let me Imow.
DIV rahy
CC: DB Czbinet
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Typed version of the unsigned and undated handwritten comments on Page 4 of this

memorandum as found in Box 127.H.6.2 (F) at the Minnesota Historical Society, the
subject matter files of the Superintendent of Faribault State Hospital.

In the past 3 months there have been 8 admissions to sunny side Unit, all are
readmissions. They are higher functioning than those we are now trying to place.
Readmitted for 2 reasons:
1. Inadequate supervision at point of placement.
2. No jobs
Conclusion: We provide better supervision than given at County level: Co. is not
Junctioning as they should.

So if they have the money they will seek lowest cost placements despite programming.
Quality control is of vital importance and if not properly followed we will backslide to
pure custodial care. (Statewide)



