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FORWARD

In 1979, an Executive Summary of the future role of state operated
facilities was published. The study was conducted by the Office of Policy Analysis
and Planning of the Department of Public Welfare, and represented a two-year

effort.

On April 27, 1982, a memorandum authored by Ronald Young, M.D., Assistant
Commissioner of the Department of Public Welfare, stated that the Governor had
recently asked the Department of Public Welfare to prepare a report on the future
of the State Hospital System, and to be completed by August 2, 1982. Each State
Hospital was to complete a section of the report by June 15, addressing the impact
of the closing of that State Hospital with respect to the following issues:

(1) Population served (utilization by county)
(2) Capacity lost (where clients would go)

(3) Impact on clients

(4) Impact on counties

(5) Impact on staff

(6) Impact on community.

In the process of gathering information in response to the above requirement
placed upon Brainerd State Hospital, we have tried to provide the most objective
data available in conjunction with professional judgment in determining effect on
clients, counties, services, and programs. In assessing the impact on the
community, we patterned our report on a study completed by Dr. Mary Reider of
Winona State University, "Economic Impact of the Closing of Rochester State
Hospital on Rochester and the Region." (Report available from Mary Reider, Ph.D.,
Professor of Economics, Winona State University.)

June, 1982
BRAINERD STATE HOSPITAL



COUNTY UTILIZATION

AND POPULATION



County Utilization and Population

Brainerd State Hospital recorded a total of 793 admissions during
calendar year 1981. The Psychiatric Program accounted for 289 admissions
from 22 different counties; the Chemical Dependency Program had 404 ad-
missions from 19 counties; the Developmental Disabilities Program recorded
30 admissions from 13 different counties; and the Minnesota Learning Center
had 70 admissions from 23 different counties. Totally, the Hospital
admitted clients from 40 different counties out of Minnesota's 87 counties.
When looking at admissions and current populations, 54 of the 87 counties

have utilized services at Brainerd State Hospital during calendar year 1981.

A breakdown of admissions and population by county is shown in Table I

(on the following page) .



TABLE I BRAINERD STATE HOSPITAL
BRAINERD, MINNESOTA
Number of Admissions by County
January 1, 1981 thru

December 31, 1981
Population by County

As of May 1, 1982

Counties MI MR CD MLC Total MI MR CD MLC Total
Aitkin 23 1 25 49 1 13 4 18
Anoka 1 12 13 3 4 7
Becker 2 2 1 1 2
Beltrami 39 3 68 1 111 6 18 9 33
Benton 18 3 22 43 8 8 2 18
Blue Earth 1 1
Carlton 2 2 4 1 5
Carver 1 1 2 2
Cass 25 1 72 1 99 6 17 8 31
Clay 1 1

Clearwater 5 12 1 18 1 1 2 1 5
Cook 3 3
Crow Wing 58 2 63 123 24 36 12 72
Dakota 3 3 4 2 2
Douglas 1 1 1 1
Faribault 2 2
Fillmore 1 1
Goodhue 1 1
Grant 1 1
Hennepin 14 3 8 25 1 14 5 20
Hubbard 6 12 18 5 9 2 16
Itasca 3 2 5 24 24
Kandiyohi 2 2 1 1
Koochiching 1 1 1 13 1 15
Lake 4 4
Lake of the Woods 6 6 1 3 4
LeSueur 3 3 1 1
Lincoln 1 1

McLeod 2 2
Mahnomen 1 1

Marshall 1 1
Martin 1 1 2 1 1
Meeker 1 1 1 1
Mille Lacs 1 1 2

Morrison 33 1 45 2 81 8 27 4 1 40

Continued on Reverse Side



Brainerd State
Hospital Page 2

Number of Admissions by County

January 1, 1981 thru Population by County

December 31, 1981 As of May 1, 1982
Counties MI MR CD MLC Total MI MR CD MLC Total
Mower 1 1 2 2
Nicollet 1 1
Olmsted - 1 2
Otter Tail 2 1 1 4
Pennington 1 1 1 1 2
Polk 1 1 2 2 2
Ramsey 11 11 1 5 5 11
Redwood 1 1 1 2
Renville 1 1
St. Louis 3 3 4 10 24 2 26
Stearns 34 4 45 5 88 4 36 5 3 48
Steele 1 1
Todd 12 3 18 33 5 24 4 33
Wadena 8 2 8 18 4 16 3 23
Waseca 1 1
Washington 3 3 1 1
Wilkin 1 1
Winona 4 4 2 2
Wright 1 1 2
TOTALS 289 30 404 70 793 78 325 |55 36 494




IMPACT ON CLIENTS AND COUNTIES



Brainerd State Hospital currently provides services in four different program
areas. All population figures shown are as of May 1, 1982.

1) Chemical Dependency Unit - In-patient treatment for chemically
dependent persons age 18 and older. Population 55. Serves 12
North Central counties.

2) Psychiatric Program - In-patient treatment for persons age 18
and over who are acutely or chronically mentally ill. Population
78. Serves 12 North Central counties.

3) Minnesota Learning Center - Treatment program for borderline MR
youth and adolescents who display maladaptive behaviors. Population 36.
Receiving area is statewide.

4) Developmental Disabilities Program Division - Training and treatment
program for mentally retarded persons of all ages. Population 325.
Serves 14 North Central counties plus the Moose Lake State Hospital
area for children, and a statewide program for the deaf/blind (14
residents). It should be noted that almost 90% of the developmentally
disabled residents fall into the severe and profound range of retardation.

(Total hospital population is 494.)

Alternative Placement and Treatment Sources

Chemical Dependency

Outside of the Brainerd area the nearest state operated chemical dependency
programs are 100 miles away at Willmar and Fergus Falls State Hospitals. The
nearest private treatment center is 65 miles away, however all of these facilities
are operating at, or near capacity. The only other resources available for this
population in this area are Alcoholics Anonymous and related support groups, County
Social Service Chemical Dependency counselors, and the area mental health centers.

Social Service



Department Counselors have extremely heavy caseloads, sometimes in excess of 75
clients. In addition to those who are currently being served at Brainerd State
Hospital, there is a long waiting list for admission at Brainerd as well as
other state facilities. Therefore, it would be expected that if the Brainerd
Chemical Dependency Unit were closed, community resources would be overwhelmed
and would have an extremely difficult time providing adequate services for the
number of chemically dependent individuals in need of service. Although there
are resources in the community to serve the chemically dependent person, there
are instances where outpatient treatment is insufficient. Persons in need of
in-patient treatment and with limited financial resources would be unable to
obtain adequate care and treatment without leaving the area. The majority of
clients served by the Brainerd State Hospital Chemical Dependency Program have
limited financial assets and would very likely be unable to pay for treatment at
a private facility. This would place undue hardship on the client's family in
terms of cost, transportation and therapeutic involvement. If the present
clientele of the Brainerd State Hospital Chemical Dependency Unit were referred
to other state hospitals, the county social service agencies would incur
additional but unknown transportation costs to remain involved in the thera-
peutic process. All other costs would remain relatively stable. If current
services were to be continued within the present catchment area, alternative in-
patient facilities would need to be developed for primary care. The costs of
developing alternative facilities are not known. The per diem rates for
community-based primary care range from $78 (free standing) to $125 (hospital-
based) according to the 1981 study completed by Walker and Associates. Funds
for development and operation of free-standing facilities are not currently
available, nor is the capacity of existing community-based hospitals for

chemically dependent patients.



Psychiatric Program

Many of the problems noted for the chemically dependent client will also occur
for the mentally i1l client, such as the dispersal of patients, which will likely
result in decreased involvement on the part of the county agencies and families.
Again, community mental health centers will be a resource but the influx of clients
into the community might place such a strain on the system that services for the
mentally ill client will prove to be either unavailable or inadequate. Private
treatment programs are available, but for most clients presently being served,
financial circumstances, particularly for the chronic patient, eliminates the private

treatment option.

In 1981, the Psychiatric Program at Brainerd State Hospital had 289
admissions. Of this number, 205 were either admitted on a court ordered hold or for
court ordered evaluation. If the program were not available, these services would
have to be provided at another state hospital. In addition, 45% of the current
population are chronically mentally i1l and 10% are mentally ill and dangerous.
These two groups would require hospitalization at another state institution. Within
the Brainerd State Hospital catchment area, there are no community residential
facilities for the psychiatric patient and it has been necessary to contract for
these services with Hennepin, St. Louis and Ramsey counties. For many of the
psychiatric patients, return to their families or independent living is not a
realistic alternative. If all of the present patients were transferred to other
state hospitals, transportation costs for some county social service agencies and some
families would increase due to the increase in distance to the treating hospital.
Following some initial transfer costs, all other costs would remain relatively

stable.



In order to provide current levels of services within the communities of the
Brainerd State Hospital catchment area, new facilities would need to be established
for those able to function in community settings including: group homes, board and
care, and foster homes. Roughly 45% or 35 of the Brainerd State Hospital
psychiatric patients could feasibly be placed in such facilities or return home. It
has been estimated by the program that 18 of these individuals could return home and
18 would need in-patient care in the community. If one assumes in-patient facilities
would house between 6-8 individuals, then approximately three homes would be needed.
The Management Support Division of the Mental Health Bureau estimates that operating
community homes for the mentally ill range from $17.24 per diem to $60.22 per diem
depending on the home's size and services delivered. The costs to the counties for
providing psychiatric services and vocational training to individuals residing in

homes that do not offer day treatment cannot be accurately estimated at this time.

Minnesota Learning Center

The Minnesota Learning Center is a unique program within the state hospital
system. There is not another facility even within the Twin Cities metro area designed
to serve this clientele. 1In fact, approximately 60% of the students served by the
Minnesota Learning Center since 1970 were from Cambridge and Faribault State Hospital's
receiving areas. These two hospitals are the receiving facilities for the 7-county

metro area.

The alternatives for the Minnesota Learning Center clientele are limited. These
persons would have to be served in existing state hospital programs which do not have
programs oriented to this particular disability group, i.e., these individuals would
have to be served within available mental retardation or psychiatric programs. This

approach has proved ineffective in the past in



attempting to meet the needs of these clients. It is also likely that a number of
these individuals might become involved in the penal system which obviously would
preclude the kinds of treatment gains that have been attained for these individuals

when appropriate treatment has been available.

If the Minnesota Learning Center students would be absorbed by other existing
state hospital programs, the cost involved in their treatment would not change
significantly. However, in order to receive present levels of treatment- many would
need to be referred out of state. The costs involved in out-state treatment are not

known, but are assumed to be substantially higher than at present.

Developmental Disabilities

Based on placement rates during the past two years, and considering
available resources outside the state hospital system, it would be estimated
that approximately 10% of the developmentally disabled residents at Brainerd
State Hospital could be absorbed by community placement (i.e., group homes,
foster care, family, nursing homes, boarding care, etc.). This would leave
approximately 295 residents that would have to be housed at other state

facilities.

The primary obstacles for community placement are behavior problem residents and
medically fragile residents who are in need of 24-hour nursing supervision. Difficulty
in placing developmentally disabled residents also arises due to the fact that
almost 90% of these residents fall into the severe and profound range of
retardation. Even excluding these obstacles, the fact still remains that
community programs do not have sufficient bed-space to accommodate this number
of clients. Nor would day programs, at any level, be able to provide adequate
services to these individuals. Additionally, community residential and day

programs have the option of refusing to provide services.



A number of Brainerd State Hospital residents require a full range of
medical services. These types of services are typically available in most
communities, either directly or through referral, however a problem that will very
likely arise is that outside of the institutional setting, medical personnel typically
do not have any experience in providing health care services taking into consideration
problems associated with mental retardation. Background information and symtomotology

would have to be provided by the community caretaker.

If the 295 residents of Brainerd State Hospital who could not be placed in
existing community facilities were transferred to other state hospitals, most costs
involved in overall treatment and care would remain relatively stable. There would be
an increase in transportation costs for most county social service agencies involved
in resident planning and an initial cost to transfer the individuals to the other
hospitals. Transportation costs would also accelerate for families, resulting in

decreased participation from the family.

Transfer of residents to other state hospital facilities would result in an
average of 200 additional miles round trip per client, for the family to visit and
participate in planning of individual programs. The total additional mileage for

families making one trip per year would be 65,200 miles, or $13,040 additional cost

per year.

Computing the costs involved in continuing current levels and quality of care
within the communities served by Brainerd State Hospital is difficult due to a lack of
examples of intensive-program group homes. For residency of the 295 individuals, 37
group homes housing 6-8 residents each would be needed. The cost of developing these
homes has been estimated by a member of the Governor's Planning Council for
Developmental Disabilities at $70,000 -$100,000 each. Since these residents would

require intensive behavioral



and/or medical treatment, the per diem operating cost could be comparable to the rates
set for existing Class B facilities that specialize in non-ambulatory residents. The
1979 Residential Care Study by the Department of Public Welfare indicated a
correlation in cost between homes serving non-ambulatory and behavior problem
individuals. The following is a typical example of the residential and non-
residential per diem rate for a Class B facility specializing in non-ambulatory

retarded individuals operating within the Brainerd State Hospital catchment area:

1. Residential per diem rate .......... $61.00

2. DAy ProOgral .. ...eeeeeneeeneenenns ..5821.00
(Average cost:
Day Activity Center Work
Activity Center Shelter

Workshop)
3. Transportation (1977 cost) .......... $ 3.36
4, Medical Service (1977 cost) «.v.ov.o.v... $ 4.22
5. Social Services (1977 cost) ........ $ .91

This total cost compares closely with the per diem cost of an average Michigan

Alternative Intermediate Services facility minus the cost of individual case managers:

1. Resident per diem rate .............. $65.91
2. DAy Program . .. ..eeeeeeeeeeeneennenns $13.47
3. Technical Services..........coeveuen. $ 4.57
4. Medical and Dental.... ....ciiiunnnn. S .42
5. Transportation ......eeeeeeeeenneenn. $ 1.42
6. Utilitdes «oiiiiii ittt $ .92
7. Case MANagerS . u v v evueeeenneeennenenn $16.63

$103.39

The percentage of operating cost borne by the county for group homes has been higher

than the percentage of costs paid for state hospitalization. Current per diem for

' n W e
state hospitals is $87.95. "{""aj //r YL 7695 57 ol

XY ED



County Social Service officials have stated that although day rates are generally
less in community facilities, the all-inclusive costs are substantially more. When the
extra costs for medication, Day Activity Centers, special education, physical therapy,
etc., are considered, the state hospital becomes competitive and even less. This will
be particularly evident as the remaining mentally retarded clients who pose multiple
handicaps are reviewed for discharge. The cost comparison for those already placed
does not reflect the cost of additional services those still in a state facility will
require. Since there is a lack of Class B facilities, these will need to be new con-

structions which will require more capital and will be more expensive.

The kind of behavioral programming available at Brainerd State Hospital is not
generally available in the community, but it is expected that there are personnel
employed by community facilities who are capable of developing and implementing
behavioral programs. As was the case with chemically dependent, mentally ill, and the
Minnesota Learning Center clients, community mental health centers could be a source
for this service. The costs involved in providing this service cannot be estimated at
this time, but there does not appear to be any community-based facilities for the
developmentally disabled client which are able to match the sophisticated program
currently provided at Brainerd State Hospital. The absence of Brainerd State Hospital
could result in a number of legal problems, for example court ordered evaluations,
hold orders, etc., which would have to be carried out elsewhere because community
facilities are not equipped to perform these functions, and can refuse to admit a

client.



ECONOMIC IMPACT ON THE BRAINERD AREA



ECONOMIC IMPACT

BACKGROUND

"The impact of a hospital's closing must inevitably have profound impact on
the surrounding community....the State hospital has provided the largest
single source of demand for the development of supply systems, educational
systems, and so on. The ecological impact of a State hospital closing is
unassessable, staggering, incredible in its proportions. The fact that
State departments have no notion as to how to meet our obligation to these
communities does not make the obligation go away."

Paul R. Dingman Colgate
University

In the early and mid 1900's the logging industry, railroad industry and Cuyuna Iron Range
provided a large number of employment opportunities. With the decline of these activities, the

resort and tourism industry became the primary economic base for the area during the summer

months.



Some fifty manufacturing firms, employing between 5 and .700 people are located in the
Brainerd area. Another major source of jobs in the area is government services, health care,
and the educational system. Several government departments and agencies associated with the

local, county, state, and federal government have offices in Brainerd.

The December, 1981 labor survey identified the major employers in the areas as follows:

Firm Product/Service Number of
Employees

Brainerd State Hospital Health Care 700

Potlatch Fine Paper 698

School District 181 Education 600

St. Joseph's Hospital Hospital 564

Crow Wing County County Government 320

Madden's Inc. (Seasonal) Recreation 250

Burlington Northern Railroad 169

Larco Manufacturing Door Hardware 125

Anderson Brothers Construction Construction 96

City of Brainerd City Government 95

Brainerd Daily Dispatch Newspaper. 83

Northstar Plating Electroplating 56

Lakeland Color Press Printing 56

North Country/Great Six Ladies' Coat Mfg. 40

Crow Wing Power & Light Co. Electrical Distributor 62

The community labor force of 8,505 includes 1,349 employed in manufacturing and 7,156 in
non-manufacturing. The available County labor force numbers 15,780; the employed labor force is
13,574. During the next three years, an estimated 105 high school graduates will enter the work

force each year and approximately 740



persons each year will graduate from the Brainerd Area Vocational Technical School. The 1980
census records a population of 11,489 in the city of Brainerd and 41,722 in Crow Wing County.

The per capita income (County) is listed at $7,714.00 (1980).

Allowing for 10% of the employees at Brainerd State Hospital residing out of Crow Wing
County, a demographic economic summary indicates:
(@ of the fifteen largest employers in the Crow Wing County area,
Brainerd State Hospital employs one-fifth of the workers;
() of the 13,574 employed labor force in Crow Wing County, 6% are employed
at Brainerd State Hospital. Using the jobs generated figure, 9% of
the total employed labor force is employed at Brainerd State Hospital;
(©) Brainerd State Hospital is the largest single employer in Crow Wing

County.

The Economic Impact of Closing Brainerd State Hospital on the City of Brainerd and the Region

In our search for a model to use in assessing the economic impact of closing the State
Hospital in the Brainerd area, the literature revealed much has been published on the value of
new jobs to a community. An example is the results of a survey made by the Chamber of Commerce

of the United States, which indicated that 100 new industrial jobs contributes the following to a

community:

MOTE PEOP L. v v e et e et e et e et e et ee e ee s aesoeeaeneesanens 359

more school children. . ... ...ttt innneennn. 91

more households. . . o v ittt ittt e e 100

more employed in non-manufacturing............. 65

more retail establishments................... 3

more passenger cars registered .............. 97

more retail sales pPer VeaTr. .uo.ieeeeeeeeeanns $331,000
more bank deposits ...t ittt e e $229,000

more personal INCOME PEY YeaAT v vwieeeeeeeneenns $710,000.



To be able to see what 100 new jobs can contribute to a community is impressive; to take
away 700 Jobs effects a reversal but assumingly not in the same proportion that new jobs

contribute to the economy.

To assess the impact of closing Brainerd State Hospital, we have developed our report
similarly to an economic impact report conducted by Mary Reider, Ph.D., Winona State University,
on the closing of Rochester State Hospital. Time constraints do not allow us to replicate the
study, and variables will be considered in our report which were not included in the Rochester

report.

Loss of Employee Spending

The projected salary budget for FY 83 is $15,651,555 for Brainerd State Hospital. The loss of

spending to the community will be lower when considering the following:

Gross Payroll $15,652,555
Less State Contributions* 1,508,204
Sub-Total $14,143,351
Less Employee Deductions* 3,970,771
Net Payroll $10,172,580

*State contributions include FICA payments, retirement matching, and unemployment insurance
contributions. Employee deductions - include Federal and State withholding, retirement

contributions, union dues, and life insurance payments.

Turnover Rate of Dollar/Multiplier Effect

In discussions with Dr. Reider, it is her opinion that the turnover rate of money
overstates the impact on the region because of intermediate sales and the unknown dollars that

leave the region immediately for purchases of goods, service: and financial investments.



In Dr. Reider's opinion, the multiplier effect may be estimated with the
realization that the real formula is not truly known and the human service
multiplier effect is low, in contrast to other industries. Therefore, it seems
realistic to establish a multiplier effect of 1.5 to 1.7 which converts in dollar
loss ranging from $15,258,870 to $17,293,386.

As stated in the Reider Report, we know that all workers will not leave the area, but it is often
helpful in an analysis where several important variables are not predictable, to present the "worst case

projection", realizing the predicted loss could only be less.

The various economic sectors of the community would be affected differently with the loss of

$10,172,580.00 in the following categories:

ALL ITEMS $10,172,580.00 (100%)
Food $ 2,136,241.80 (21%)
Housing $ 3,153,499.80 (31%)
Apparel and Upkeep $1,017,258.00 (10%)
Transportation $ 1,322,435.40 (13%)
Health & Recreation S 2,441,419.20 (24%)
Miscellaneous S 101,726.80 (1%)

An individual business can approximate its potential dollar loss by estimating its
market share in its particular sector, and multiply its share by the projected dollar loss.

The sub-components of each sector are identified in Table II.



TABLE II

Losses in Spending by Sector in Brainerd
Due to Loss of Employee Spending
Worst Case Projection

ALL ITEMS ¢ ~ $10,172,580.00
FOOD - 2,135,242.00°
Food ot HofiBeesiessvassisessssirimesnenenviensveres $Ly 729,339,006
Cereals.coveeransoncsssassansnanensed 75,816.00
Bakery ProductS.esssessssssnsssseses 159,497.00
Beef & Vealiceasssassvsssnsnsssnssss 213,630.00
POrKeiseeresasaceassarnsasnssesssnns 125,664.00
Other Meab.iiissnsssissiiasessessnns 9086500
Poultr‘ylll.ll-‘II‘.I‘...II....’II.I. '?0|566100
Hah--a.o--------ocll-ocac--lnt-tupa ll-3 f+9900
Dairy ProductS..cceesseesaceaassseas 270,662,00
Fresh FruitsS.cicecisisscasaccaananans  73,465.00
Fresh VegetableS..cuueoans cesssenany 9086500 !
Processed Fruits/Vegetables......... 127,598.00
BEESwvvs v v serassasenerscvess 0LyB56.00

" Fats & OilS.cevesenncens teeseseeesss  53,166.00
Sugar & SweetS.seisevsannenn svEanaia 16186600
Non-alcoholic beverages...sesses eees 97,632.00

Prepared & partly prepared foods.... 112,682,00
Food Away From Home. ................................$ 106,903.00
HOUSING ; - 3,153,500.00
SHElLer.cersnsesesavsssesasnnssssanssnssasannasessss$l,912,218.00
ReNbecssccasaneavanccnnnscivasans beed 521,945.00
Hotels & MotelS.iveeapeacanconcaness  36,0562.00
Home Purchase & Finance.......s..... 86L,531.00
. Home Tax & INSUrancCe..sesssseeeesse 202,135.00
Home Maintenance ItemS...essesssss- 93,001.00
Home Maintenance ServiceS.seeavssse 194,543.00
Fuel end UtilitieS.isuesasessscossssssansesncssaescaad £499,170.00
Household Furnishings & UperationsS.eeecsscesresrsesae$ T42,112,00
Textile House FurnishingsS.sesss...% 57,889.00
FUrniture.sceeeecesassaassanassnes  136,655,00
¥loor Coveringesesscssscesscsssans 45,552.00
AppliancesS.iieesacsesesarssnaasass 129,063.00
Other FurnishingS..cessescesscesss  78,766.00 -
Housekeeping Suppli€S..sesssssssss 147,085.00
Housekeeping Services........ seess  147,085.00
Apparel and UpKEePeeeescesesssnsanassssnansssssassas$1,011,058.00
Men's Apparelececevesscsccacsassess 210,201.00
Boy's APpParel.cccsessesasascsssncs 61 824,00
Women's Appareleeeccsesssssesessss  307,217.00
Girl's Apparelecsccessscssvansenss 80,8&7.00
FOOLWEAT s seveveesesonnsnnasnesssn-s  143,621.00
Commodities & ServiceS...asesees.. 207,348.00
TransportatioN.eececsseressssssssseranscnsassanansss $1,32,177.00
Auto PurchaseS.esesecesesssesssess$ L77,470.00 -
Gasoline & Motor Ollisssssvsonnens 311,973.00
Auto PartS.ieeavesesncsacancnnsnsas 68,482.00
Auto Repairs/Maintenance...sssess. 93,211.00
Public Transportation.sseesessesss 117,941.00
Other Auto EXpens€ieissssscssseees 251,100,000
Health and RecreatioN.ccsccacscsusccscaccnanaceseees$2,510,301.00
Medical Car€eeecesssocsnces .--.....Sl 202 148900
Personal Care..sessceacrsssssasasss 261,562 00
Recreational GoOdSeeesesssssesssass 26!;’1}1600
Recreational ServiceS.esssssessass  150,276.00
Reading & Educationiseeesescssssss 150,283.00
Tobacco ProductSicesessscsssssssss  179,765.00
Alcoholic BeverageSieeessessasscss 251,100.00
Personal EXpenseS.cecieccscseccess 50,1410,00
lﬁ.scellmeous..........u-..........................$, 37'019a00 .
Source: Table is based on adjusted ratios of the Rochester report which used weights
used in the Consumer Price Index, U.S. Department of Commerce, 1974 - 620-171-2352



Unemployment

The 1979 Department of Public Welfare Executive Summary of the Residential Care Study
identified Brainerd had the largest unemployment of all cities in Minnesota where state
residential facilities are located. Brainerd was listed with an unemployment figure of 7.5%

which would accelerate to 13.9% with the closure of the state hospital.

The Brainerd office of Employment Services identified the March, 1982, unemployment figure
at 12.8%; the official 12.8% figure would accelerate to 18.7% when discouraged workers are
considered. The closing of Brainerd State Hospital, adding the 6$ figure of the employed labor
force would cause the unemployment figure considering the discouraged worker, to increase to a

dismal 24.7% Consideration of the jobs generated figure would cause unemployment to increase to

26.68.

Ironically, when discussion of the number of positions affected by closure are examined,
most people fail to realize the Public Schools employ 80 teachers and aides at the State
Hospital find have a budget of nearly $1,000,000.00 The unemployment figures increase when

public school is considered.

It was estimated by Employment Services that a maximum of 10-15$ could be absorbed, but,
into jobs with less pay. Other factors that must be considered are the recent closure of a
snowmobile manufacturer in near-by Crosby, Minnesota, which caused 300 employees to be displaced,
and the now publicly announced reductions of Burlington Northern Railroad Shops. The railroad
reductions indicate imminent closure of the shops. Finally, the contribution of the seasonal

tourism industry can be of concern due to the renewed acceleration of fuel prices.

Indirect Economic Impact

The indirect economic impact is based on the 1979 Residential Study completed by the

Department of Public Welfare. The report stated each state facility



generates additional community jobs which provide support and services to the facilities and
their employees; total jobs generated both in the facility and community for Brainerd was 965.
Using a 1.6 factor (estimated approximation of the 1979 report), and considering Brainerd State
Hospital and Public School at 780 jobs, the indirect impact would be a loss of 1248 jobs.
Considering an average job salary at $18,500, a gross total of $23,088,000 would be lost from
the economy.

Unemployment Benefits

Employees will be eligible for benefits for six to nine months following employment
termination. Unemployment benefits are paid for either 26 or 39 weeks depending on the state
unemployment rate. Benefits on July 1, 1982, are equal to 50% of average gross wages, up to a
maximum of $177 per week.

The unemployment benefits could be as much as two-thirds of take home pay. How many
employees would actually apply for unemployment benefits is difficult to determine. Using job
service figures and projections, and assuming 66% of the employees will receive benefits, a

dollar cost can be assumed ranging from $2,316,470.00 to $3,474,705.00 for 26 weeks to 39 weeks'.

! The cost was developed in the following manner:
Average salary $18,500 + 52 weeks converts to weekly
benefit of $173.00 x 515 employees (66% of 780 employees
which includes School District personnel) = $89,095.00
weekly benefit x 26 weeks = $2,316,470.00 ($89,095.00 x

39 weeks = $3,474,705.00) .

School District/Local Government Sector Analysis

The changes in population, income and property values are the means which affect the
municipal government sector and school district sector. In reviewing the literature, a few
formulas were found that determined dollar impact of new jobs into a community affecting local

governments and school districts.



Because of time limitation and for consistency of this report, certain assumptions will need to be

made and developed.

School District Sector

An earlier estimate by the local job service office indicated that approximate one-third of
the currently employed would leave the area. If we assume that each employee leaving the area has
1.7 children (source Brainerd Public Schools), the loss would translate to a lower school

enrollment and, consequently, less state and federal aid.

Employees Leaving # Children Loss Enrollment Basic Aid Total Dollars
State/Fed. Loss
260 X 1.7 442 x $1131 $500,000

The loss of 442 students would also mean a loss of 15-20 additional school system jobs and

$300,000 to $400,000 economic loss in the community.

Municipal Sector Impact

Crow Wing County collects approximately forty-four million dollars annually from property
tax revenues. A loss of 260 employees permanently, assuming all are homeowners, may not mean an
immediate loss of property tax revenues, of those employees leaving, since they would try to

maintain the homes to sell, but would cause a decrease in property valuations.

In the Spring of 1982, a community in Colorado lost two thousand jobs; the value of houses
decreased 25% in one day. If the value of houses decreased by as little as 12%, a loss in revenues
could accumulate to over five million dollars annually. If 260 homeowners could not pay their
property tax, a minimum $239,500 would immediately be lost to local governments ($921.00 tax based

on $36,000.00 house).



Institutional Spending by Brainerd State Hospital

Brainerd State Hospital has non-payroll expenses of $1,136,100.00 in Fiscal Year July,
1981 to June, 1982. The total dollars spent directly in the city of Brainerd was $651,600.00,

considering the remaining dollars purchased natural gas and heating oil from wholesalers outside

the community.

Nearly one-third of a million dollars was spent on local trade and local service
$177,000.00 or 16% on local trade and $113,300.00 or 10% on local services. A detailed

breakdown of expenditures is provided in Table III.

TABLE III

Brainerd State Hospital Spending on Goods and
Services in Brainerd Area July, 1981 - June, 1982

Utilities ¢¢¢-$766'700-00 ’
Brainerd Water and Light....... i b i eemiwsacne $280,000.00
Natural Gas, Oil.n-na---ao.lc-ooa.;..lno---..l-- 1’4861700.00
commmcations... |uo.nacaaocn|-.¢-¢¢-¢nooo-ooo..anoootaon-n--q.ac¢'$ ’-IB 140 o
local Trade.$17700 .00

Vehicle Gas, Diesel Fuel.veee'seass Vewa ceesen$ 29,700.00
Parts and SupplieS.seseresesssacss AR SR B ” 25,700.00
FOOd. E.n.dBusiness.........-‘....-..- ------ R llO,i;D0.00
Medical Supplies and DrugS..sssececssacasssaseass  4,800.00
Other Retailiceeecasosseanes iwemms e emneasaame. | Oy HO0L00
L‘DCal Semces ----------------------- dssses ...-..-....-.-......-$113,300.00

Health Serv:l.ces and Lab Fees....................$ 89,400.00 .
CarbaAge SeTvitluaaais vsiieswavsas’s oo vas véessasses 6 -100.00
Repair (Vehicles, Other Machines, Furniture).... 15,600.00
U:n.ited Parce}.'ccvuunn--o.-ulconnlo.-ccocnuoo‘alcu 2,&)0000
Government ServicCeB.ssssessssascassssssnssstnassssnssssssnssssssenssd 30,700.00
Federal (Postmaster)esssessesessssnssssssnsssasssd 11,400.00
Community College/Vocational Schoolisesssesssess 6 900.00

City (Fire Service)icseeccscessaces R h,OO0.00
MiscellaneousSisssssessssascasssnsassnssssacs eess 8,400.00
Totral..t.llnlnnn.-l-.-,nl-Q.-'l.lo.l-.tc‘loiit‘--lntliiﬂi.CCIIDOCU-'$1!1§6!100000

Impact of Volunteer Spending at Brainerd State Hospital

The volunteer program at Brainerd State Hospital recorded 29,107 hours of donated time in
calendar year 1981 which converts to a dollar value of $148,255. In 1981, the canteen purchased

$52,766.00 of food, gift, and beverage items. Nearly all of the items were purchased from local

wholesalers.



Cash donations of $12,350 were made to the Volunteer Council and through the hospital flea
market. The money was used for purchases of clothing, recreational equipment, furniture, and gifts
such as radios, combs, and cards. Local retailers benefited from all of those purchases.

Approximately $32,200.00 in various items were donated to Brainerd State Hospital. The items

included free admissions, food, furniture, equipment and clothing.

Summary of Loss

Canteen purchases $52,766.00
Cash donations 12,350.00
Donated items 32,200.00

Sub Total $ 97,316.00

Cash value of volunteer hours 148,255.00
Total loss $245,571.00

Patient, Resident, Family and Visitor Spending

In determining the approximate dollar loss to the Brainerd community due to decreased
spending in the community, we based our projections on the study completed at Rochester with
patients/residents, and fiqures obtained through the Patient/Resident Accounts Office at Brainerd

State Hospital.

The average expenditure for mentally i1l patients at Rochester was $128.00 per month. It was
suggested that the chemically dependent probably spend more than mentally ill, on an average, but
lack of empirical data caused the researcher: to estimate the expenditures for chemically dependent

at the same level as the mentally ill.

The monthly expenditure of $128.00 per patient converts into an annual spending amount of
$1536.00 ($128.00 x 12 months) per patient. The average number of patients in-house for

calendar year 1981 was 67 mentally i1l and 44



chemically dependent.

The total dollars spent by chemical dependent and mentally ill was $170,496.00
($1536.00 x 111 patients). Table IV identifies the profile of annual expenditures

based on total dollars spent.
TABLE IV

Profile of Annual Expenditure by Patients at Brainerd State Hospital*

Category of Spending Annual Amount f&gj Total
Groceries, Snacks, etc. $ 37,339.00 21.9%
Clothing and Apparel 62,572.00 36.7%
Auvtomobile Related IExpenses * AE 13,299.00 - 7.8%
Room Furnishings, ILinen, etc. 8,013.00° L%
Recreation and Amusement 6,6549.00 3.9%
Food and Drink at Restaurants, Bars © 30,689.00 18.0%
Personal and Business Services 2,557.00 1.5%
A1l Other Retzil Items 2,378.00 5.5%
Total Annual Spending $170, 4956.00 100%

*Based on Rochester Survey Profile

Spending by Mentally Retarded

The Resident Accounts Office at Brainerd State Hospital was consulted to estimate
spending by mentally retarded residents. In June, 1982, 100% of 324 residents had accounts
at the Hospital. The total dollars distributed to resident/patients for FT 82 was

$298,100.00.

The following table illustrates the client disability groups and the percentage with

accounts:
Estimated % With
Clients # of Patients Accounts # of Accounts
Mentally Retarded/MLC 360 100% 360
Mentally I11l 67 67% 45
Chemically Dependent 44 70% 31

471 436

An estimate of total resident expenditures can be projected by applying the average

expenditures of a patient/resident with an account, to the 360 mentally retarded:



$298,100 + 436 = $684 annual spending
$68L x 360 mentally retarded = $245,2L0

The total loss in resident/patient spending in Brainerd is estimated at
$416,736; $170,496 by the mentally ill and chemically dependent, and $246,240

by the mentally retarded.

Visitor and Family Spending

To establish a value for family and visitor spending, we again referred to the Rochester
report which hypothesized that on the average, each client had 1.5 visits per month. The 1.5
average was seen as a median somewhere between individuals who receive several visitors to
those who have no visitors. It was also assumed that the average expenditure per visit was

$12.00

The total estimate expenditure by family visits was developed in the following
manner:
1.5 visits x 471 clients x 12 months = 8,478 visits 8,478 visits x

$12.00 per visit = $101,736 in spending

The combined client, visitor and family spending estimates result in a spending loss of

$518,472.
Family, Visitor Spending $101,736.00
MI/CD Clients 170,496.00
MR Clients 246,240.00
Total Loss $518,472.00

Impact on Camp Confidence

Camp Confidence is a non-profit corporation providing camping experiences
for Developmentally Disabled children and adults on a year-around basis. The camp
developed and grew through the initial support of the State of Minnesota and

continues to receive support through Brainerd State Hospital.



The closure of Brainerd State Hospital would result in the following direct

loss:

Salaries (Director and Assistant) $57,839.60
Utilities 5,100.00
Office Space 7,344.00
Storage Space 2,176.00
Mortgage Payments on Land 1,560.00
(by Volunteer Council from Canteen proceeds)

Total $74,019.60

According to camp officials, over 10,000 camper days are logged annually involving over
2,700 different people and 750 staff. Specific data is not available on spending patterns of
the campers, so to establish some value for camper spending, we assumed an average of five
individuals arrived at camp in one vehicle, -bringing with them most food supplies. We also
made a conservative assumption that each vehicle would purchase 20 gallons of gasoline and
spend $12 per vehicle for snacks and refreshments in the area. These assumptions provided
the following estimated expenditures by campers:

2,700 campers + 750 staff + by 5 per vehicle = 690 vehicles
690 vehicles x 20 gal. at $1.15 per gal. =$15,870.00 +

$12.00 miscellaneous per vehicle ($8,280.00) - $24,150.00 in spending.

Another important income producing aspect of Camp Confidence are the fund raising events
held in the community. Most notably is the Celebrity Golf Tournament held for three days
during the summer and involving 250 golfers and celebrities, along with their spouses,
children, and 1,500 spectators. Using very conservative figures of 200 participants
staying two nights at $50.00 per room ($20,000.00), and considering a family of 3 for each
participant at $10.00 per day for food (600 x $10.00 x 3 days = $18,000.00), $38.,000 in

spending is generated not considering vehicle costs or spectator spending.



The conservative estimates of Golf Tournament spending is included because a Camp Board
member stated that should the State Hospital close, the Board would have to reduce the camp

staff by five positions ($76,566.00) which effectively would close the camp.

Summary of Worse Possible Impact on Camp Confidence (closing) on Community

Salaries $ 57,839.60
Utilities 5,100.00
Office Space 7,344.00
Storage Space 2,176.00
Mortgage Payments 1,560.00
Campers' Expenditures 24,150.00
Golf Tournament Spending 38,000.00
Termination of 5 Camp Staff 76,566.00

Total Loss $212,735.60
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APPENDIX A

Losses in Spending by Sector in Brainerd Due
to Loss of Employee Spending Worst Case

Projection

CorealBiiisssnsssisivsnisssvsvesined 15816.00
Bakery ProductS.ceesavascssssassssns 159,497.00
Beef & Veal.eeeescorerrsoornssnrssss 213,630.00

Porkiee: i vensessassivesasusanaaiee 125,;664.00

. .$10,172,580.00

Pool ub Hottiiassosss ot sessssis AR SR TR SR

$1,729,339.00 *

Other Keabsssnessessnssrosrassssnsass 90,865.00°

Poultry...........-.-..-.-.----.---- ?0|566-00
Hshlinll‘l.ll'l.lllll'i(.l.!l'.ﬂ"l ‘+311099-00
Daivy ProductsS...c.sssisssissssnsnsss 270,662,00
Fresh FruibSeeevecssscseasesasssssss 13,465.00
Fresh VegetableS..ivciaveneansasianss’ 50,865.00
Processed Fruits/Vegetablis.sieees.. 127,598.00
BEESeensvrnasnainiarssnnanssnanassss 61,866.00
Fats & OilS.icascecsassnsssnsssncass 53,166.00
Sugar & SweetSieeseccsassnccnasanass 61,866.00
Non-alcoholic beveragesS.sssssssssess 97,632.00
Prepared & partly prepared foods.... 112,682.00

Food Away From Home.s.iseiainanrarancasnnnnsnsncnnans

Sheltericeicscessssessssssssssrssnsnsssnnnssrressenrs

REntsies s i vem s vassessd v s vess .$ 521,945.00
Hotels & Hotels,.u.eeiesssensesanes  36,0562.00
Home Purchase & Finance,......,.... 864,531.00
Home Tax & INSUrancesssssssesss eees 202,135.00
Home Maintenance Items..isssscsssss  93,001.00
Home Maintenance ServiceS.eveeecaess 194,543.00

$ 105,93.00
~ 3,153;500.00
$1,912,218.00

Fuel and Utilities.aicianesansessrioensssonnsinivansd 499,170.00
Houschold Furnishings & Operations.cecessenscansseee

Textile House Furnishings.........$ 57,889.00
Furnituressescosereiosisssissinass 1367655.00
T1oor CoOVeringicccassssessareannns 45,552.00
ApPplianceS.siescsssisansneanessass  129,063.00
Other FurnishingS.ceseeceasasseiee 78,765.00
Housekeeping Suppli€S.........ce..  147,085.00
Housekeeping Services.seseesssssss | 147,085.00

$ 742,1i2.00

Apparel and UpKeep:essessssosasosacesasacssaaasasssaa$l,011,058.00

Men's Apparelicescssasesscsvansess$ 210,201.00
BOY'S ADDAreleeseeeaseenesesensass 61,824.00
Homen's Appareleeessseessssesessss  307,217.00

_ Girl's Apparel.sessscecassesrsasas 80,8L47.00

FOOLWEeAT e veveevescannnsnnoasnnnass  153,621.00
Commodities & ServicesS......es....  207,348.00

Transportation..eseeeeiessnisacansisasassnnnasesssas$1,32,177.00

Aubo PUrchaseS.cscesssssssssssases S L77,470.00
Gasoline & Motor Oil.iceccesvaaasns 311,973.00
Mt Partsivivinvessssvvaivsmieise 68,1,82.00
Muto Repairs/Maintenance..cve.en.. 93,211.00
Public Transportabtioniiesesecscsss 117,941.00
Other Auto EXpense..essssssesesses  251,100.00

Health and Recreation..ccecessesessoasassassscnayasss$2,510,301.00

Medical CarteseesssssssssanansasssS1,22,469.00
Personal CarC.eecesecccssancecasas  201,562.00
Recreational GoodS.eesessssssnssss  260,416.00
Recreational ServiceS.essessseeece  150,276.00
Rﬂﬁdin[{ & Educabionsessscasacenasa 150'283-00
Tobacco ProductS.eesesseessseseess 179,765.00
MAlcoholic BeverageS.eeesssssssssss  251,100,00
Personal EXpensS€Sesssesssreassssas 50,410.00

MiscellancousS, sesessssanscesssssssssasssssnnsscacesd . '37,019.00 .

Source: Table 1s based on edjusted ratios of the Rochester report which used
weiphts used in the Consumer Price Index, U.S. Department of Commerce,

(over please)



muTIﬁllllllllll.ll'l.'..'l‘!II'l'l-.ttl-..l.".':l'l.m'm.m
YOCAL TRADE.usasiossvnsnsanssasisssasannnsnssssnvassssedl?7,000,00
Vehicle pas, fucliceenieccnasnanss (i
Parts and SupplieS.vessesrrrcsssscensas '
Food and BusinesSS.sescesessssssssssnss 110;1130'
Medical Supplies & DrugScessscesacaans 4,800,
Othor: Retoddeivovenossnmnrsassnsesanss 0,000,
LOCAL SEAVICES.stcsassasssscsssasnssssssssssnsssonas
Health & Labisssscesssersaacecsnsrsees S 89,100,
GarbaZe ServiCCeisssessscssassssasssrss O
ROPAiT. coeb¥ivksssnasrnasntnstnbassasne LD
United Parcddeiessessesssssanisessssne 2
GOVERRIMENT SERVICE.cesscscasaassssssensasvsnsns
FERGTEL s en sasnieininnoimsns vanmsn s sy Bl
College/Vocational SChOOlessscuenssess
Cit¥esaserarvarnnassesssasscnssann-nnns

MiscellaneousS, . secsrsassssnrsasasssenas
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Cash DonationSivisessdeovasssnsssvasass 12
RESIDENT/PATIZAT SPEIDINGs et sessassasesoscssenesss-0s$416,736.00
MI and CD..... teverscssceaieanseannsss$170,496,00
Mentally Retardediissssescisscssnaress 256,240,00
FAMILY/VISITOR SPENDING.cxssasacacancessnsssossansnesss $101,736.00
CAMP CONFIDENCE LOSSeeteavescarsncnrasannenass seneness$196.556,00
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