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| NTRODUCTI ON

CGood norning. Senator Stafford, Assenblyman Farrell and Menbers of the
Conmi ttees, Conmi ssi oner Sweeney and | are grateful for the opportunity to
nake this presentation of new welfare and enpl oynent initiatives included in
the 1996-97 Executive Budget. Wth us this norning are nenbers of senior
staff fromboth departnents to assist in providing detailed technica
information. W will respond to any questions you have and, of course, are
prepared to follow up with information that we do not have at hand this
nmor ni ng.

I think npst everyone now agrees that the tinme has cone for welfare
reform W are, in fact, at a pivotal point in the history of public
wel fare here in New York, in Washington and across the nation. The era of
ever-expanding entitlenents -- which began in the md-1930s and grew
prodigiously in the mid 1960s -- has, in the md 1990s, run its course, for
several reasons.

First, we sinply can no longer afford to fund them And, second,
everyone is coming to understand that the entitlenent nentality too often
bred prol onged dependency and suffocated individual initiative.

APPRCOPRI ATl ONS

In the table that conpares this year's general fund appropriations with
| ast year's, you can see a significant reduction -- nore than 15%-- in the
i ncone nai ntenance segnent of the budget. You will also note the "services"
and "other" segnents show i ncreases.

This is consistent with our desire to reduce both the amount of the cash
benefit and to inmpose tine limts, as a nmeans of inducing recipients to
work, and to be active in taking the first steps toward independence for
thenselves and their famlies. |'ll talk about other incentives to work a
bit later.

The other segnments are not reduced because, anpbng other reasons, t hey
allow us to make the system do what we think it should do -- help people to
hel p t hensel ves.

Overall, as the chart shows, general fund appropriations are down by
al nost $211 nillion, or about 6.7% fromlast year.

Before | go into the nmajor elenents of our proposals, allow ne to take
just a mnute to talk about what |ies behind them

PRI NCl PLES
Each of the welfare-reform proposals put forward in this budget rel ates
to, and is notivated by, at |east one of the foll ow ng principles:

- Wel fare shoul d provide tenporary assi stance; it should not
becone a way of life;
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- Work needs to be nore rewardi ng than wel fare;
- Wel fare should pronote individual responsibility and famly
i ndependence.

| would sinmply note that these principles constitute a philosophy of
public welfare nuch different fromthat which gave us a system whose costs
continually escalated wi thout producing desired effects.

I would also note that these principles are broadly shared -- by
President Cinton and many nenbers of Congress, and -- as various polls
indicate -- by the people generally.

NEED FOR TEMPORARY ASSI STANCE

Wel fare was never neant to becone sonething people could choose as a way
of life. Even Franklin Roosevelt who -- as Governor of New York and as
President -- fashioned nmany of the relief prograns that began the nodern
wel fare era, saw welfare as tenporary relief at a time of national economc
calamty. He called continual dependence on wel fare "fundanental | y
destructive to the national fiber". . . "a narcotic, a subtle destroyer of
the human spirit". . . and "inimcal to the dictates of sound policy."

Today, as this slide notes, one in twelve people in New York is
receiving some formof welfare, one in seven in New York City.

What's nore, 144,000 people, or approximtely 35% of all AFDC
reci pients, have been on welfare for nore than five years.

In addition, there were 447,000 nore people receiving assistance in
Decenber 1994 than there were in January 1989.

For the ten vyears before 1995, the single clearest reality of socia
services in New York was grow h: in the nunber of peopl e seeking assistance;
in program costs; and in the proportion of public resources -- both state
and local -- consuned by these prograns.

New York currently has the nobst costly public assistance benefits per
capita, and, is only one of 3 states with an unrestricted general assistance
or hone relief programfor able-bodied adults.

As the next chart shows, our welfare spending in the last 5 years has
grown at a pace al nost double that of our major revenue sources.

NEW YORK GETS RESULTS I N 1995

There is clearly a great deal of attention focused on welfare reform at
the national level, along with speculation about what will pass, in what
form and when. Depending on the final outcome of federal action
adj ustnents to our proposals nay of course, be necessary.

Not wi t hst andi ng the action, or inaction in Washington, the chart you see
di spl ayed nmakes the point, that New York has not waited to be led to welfare
reform We've already begun to revanp the systemw th sone inpressive
results.
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For 1995, the public assistance caseload was down by an estinmted
172,000 recipients, due in large part to a reconmtnent to programintegrity
and nmanagenent .

Part of our success can also be seen in the increase in entries to
enpl oynent. 66,592 entries to enmployment in federal fiscal year 1995,
represent an increase of 14,717 over the same period in 1994.

There is a new partnership between the state and | ocal governnents.

The best exanple is in New York City where Governor Pataki asked forner
Conmi ssioner Mary dass to work with t he city's Human Resource
Admi nistration (HRA) and the Mayor's office to inplement the "New York City
Way" program Careful eligibility checks, through finger inmaging and
Eligibility Verification Reviews (EVR), along with new job search prograns,
have hel ped the city reduce its welfare rolls by 103,000 people in |less than
one year.

We have al so had consi derabl e success in fighting fraud by providers and
reci pi ents.

In the area of provider fraud:

- Audits of providers have brought in $15.2 mllion in 1995;

- Card swipe/post and clear has allowed us to verify a
recipient's Mdicaid eligibility status at the point of
service. This process is estinated to have saved $1 million

- In Novenber, the Departnent added a new License Verification
edit to the MMS system which checks to see if the provider
has a valid professional |icense, before authorizing paynent.
This new edit has saved $5 mllion

- Provider enrollnment/re-enrollnment is a contract process that

all ows the departnent to examine billing histories, supporting
docunents and the providers physical prem ses before deciding
to allow providers to enroll or continue in the program We

estimate the new enrol | ment process has saved $15.8 nillion

- Pre-paynment reviews have disallowed $47 million in clains.
Providers are selected for review for various reasons, such as
a surge in billing, conplaints from recipients, or an
i ndi cation of abusive practices.

The Departnent has augnented our existing fraud investigators by
contracting for new "street investigators" who can blend into the conmunity
to find providers who are ripping off recipients and tax payers. Wile this
programis just getting underway, we expect to achieve cost avoi dance of $10
mllion in the new fiscal year;

The Departnent has al so had consi derabl e success working with District
Attorneys in the state to find and prosecute food stanmp fraud. 81 nmjor
i nvestigations have |led to 31 prosecutions, and 20 pleas and convictions.

In addition to the success in New York City | nentioned previously,
Eligibility Verification Review prograns designed by the Departnent for
Upstate New York have generated over $9.4 nillion in cost avoi dance in 1995.
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The Front End Detection System (FEDS) provides local eligibility workers
a client information profile that enables themto decide whether or not a
nore detailed investigation is required before assistance is provided.
Cases with insufficient or questionable docunentation are investigated to
prevent benefits being erroneously provided. Thr ough Novenber of 1995,
54,000 cases were referred for investigation.

- As a result of the investigations, nore than 22,000 cases were
wi thdrawmn or denied, and grants were reduced in al nost 2,000
cases.

The Autonmated Finger Imaging System (AFIS) is nowinstalled in 40
counties and New York City. Al'l counties are expected to be operational by
the end of this nonth. Counti es have al so been given the green light to
begin finger imgi ng AFDC heads of househol ds. As of January 4, nore than
266, 000 recipi ents have been added to the AFIS data base, nearly 215,000 in
New York City and 51,000 in the rest of state. Cost avoi dance for AFIS in
1995 is estimated conservatively at $25 million

The departnent has al so been using technology, in the form of conputer
matches to find cases that are open in nore than one jurisdiction. Mat ches
between counties within the state and with 9 other states have resulted in
over 6,000 cases being closed in the 1995-96 fiscal year. Cost avoi dance as
a result of these matches is estimated to be in excess of $24 mllion

A basic weapon in the war against fraud, has been the photo
identification card. The Departnent is currently in the process of
implementing the Common Benefit Issuance Card, which will replace al

current client identification cards. As an added benefit, CBIC will provide
Medicaid recipients in New York City with a photo ID for the first tine.

Taken together, these actions ensure recipient eligibility and prevent
fraud and abuse by providers and recipients alike.

Al of these positive gains |'ve nentioned up to this point, were driven
by change in the phil osophy governing New York's public welfare system

Federal reforns, when they come, will change welfare in New York in even
nore profound ways.

EXPECTED FEDERAL REFORVS

New York State is well positioned to nove into the new federal bl ock
grant environment by devel opi ng a new tenporary assistance systemto repl ace
the current Hone Relief (HR) and Aid to Families with Dependent Children
(AFDC) prograns.

Wiile the final configuration of federal welfare reform is stil

unknown, there are great simlarities anong the various proposals. We
believe we can expect to see a five year lifetime limt on welfare benefits
and a cap on the amount of federal aid we will receive -- projected to be

$2.4 billion -- in each of the next seven years.
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Wiile there is disagreement on sonme issues, President dCinton and
Congress appear to agree on the philosophical underpinnings of welfare
reform and support:

- stronger work requirenents;
- durational limts; and
- i ncreased personal responsibility.

Therefore, when a federal bill is finally agreed to, we believe it wll
include the followi ng requirenents:

- 50% of adults in the Tenporary Aid to Needy Fanilies (TANF)
program nust be in work activities by 2002;

- elimnation of nmost al cohol and substance abusers fromthe SSI
program

- new work requirenments for food stanps; and

- a state option fanily cap.

Wth the expectation that the new federal reforns will provide states

with greater flexibility with which to design our own prograrns, the
Departnment has worked with the Governor's office, the Division of Budget,
the Departnent of Labor, | ocal social service conmissioners and other

professionals to devel op a new Tenporary Assistance programthat enphasizes
wor k.

A broad spectrum of interest has come together in support of effective
tenmporary assistance prograns. Busi ness | eaders and advocates, and state
and | ocal governnments have found nore simlarities than differences in their
approaches to welfare reform Many of the elenments these groups have
identified as being necessary to achieve self-sufficiency are incorporated
into the Governor's proposal, including:

- stronger enphasis on work;

- i ncreased child care;

- | arger incone disregards;

- transitional health care;

- non- cash benefits; and

- time limts.

Allow ne to spend a few mnutes now discussing each of the mgjor

progranms contained in the Executive budget proposal that enbody these wi dely
agreed upon el enents of reform

THE NEW TEMPORARY ASSI STANCE PROGRANS

The four nmajor elenents of the New Tenporary Assi stance Program are:

- Tenporary Aid to Needy Fanili es;

- Tenporary General Assistance;

- Basi ¢ Care for The Needy Block Grant, and
- An Optional County Bl ock G ant

Tenporary Assistance to Needy Families (TANF) is the proposed federa
programto replace the current Ad to Famlies wth Dependent Children
(AFDC) program Under this program adults with children would receive
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wel fare paynents for a maxi mum of five years. Famlies «currently in the
state and |ocal funded Horme Relief program would nove to TANF, nmaking them
eligible for federal funding. Adults in the new programwould be required

to work after the second year, but as a new incentive to get famlies on
wel fare to work sooner, the state programwould reduce the current cash
grant and provide nuch | arger earned inconme disregards. This reduction wll
bring New York State's benefit levels inline with the national average.
The grant reduction of 26.5%would equate to a $153 per nonth reduction for
a famly of three in New York City. The gap between the current grant of
$577, and the proposed benefit level of $424, would be filled by the new
i ncone di sregard and hi gher food stanps.

As the chart shows, the new incone disregard in the TANF program all ows
famlies to keep 100% of earned inconme up to the famly standard of need,
and 52.5% of all earnings up to the poverty level, which is $1049 per nonth
for a famly of three. To replace the benefit reduction, a recipient would
have to work only 9 hours a week at m ni num wage, earning less than $40 a
week.

TEMPORARY GENERAL ASSI STANCE (TGY), would replace the current Hone Relief
program Simlar to the famly program individuals and childl ess coupl es
woul d be subject to a five year life tine limt on cash benefits and a 26.5%
grant reduction. The nmajor difference in the two prograns are that TGA is
l[imted to 60 days annually within each of five years. Real i zi ng that sone
people eligible for TGA may not be able to work full-tinme, the follow ng
i ndividual s are exenpt fromboth the 60-day and five year limts:

- peopl e over 60 years of age;

- peopl e who are H'V positive;

- those who are di sabl ed and applying for SSI

- those residing in donmestic violence shelters;

- those residing in honeless facilities that have contracts with

a local social services district; and
- those residing in SSI level 1 or 2 facilities.

Both of the new tenporary assistance prograns woul d begin on January 1
1997.

BASI C CARE FOR THE NEEDY BLOCK GRANT

Backing-up the basic welfare package will be a locally designed Basic

Care for the Needy block grant. This "safety net" program will provide
non- cash benefits, such as food, shelter, clothing or enploynent services to
peopl e who reach durational limts without finding work , and for additiona

children born to fam lies already on assistance. Counties and New York City
will be able to design a programsuited to | ocal need. Such a program could
use vouchers, or direct service contracts with providers. Once a basic care
programis devel oped by the | ocal government, it nust be subnmitted to the
State for review Start-up funds for the basic care block grant, wll be
$30 million in state and local funds. Wen annualized, the state and |oca
match is expected to reach $100 million
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OPTI ONAL BLOCK GRANT FCOR CQUNTI ES

Anot her option for local governnments is the ability to devel op their own

public assistance progranms by taking their welfare allocation, in whole or
in part, as a block grant. Counti es can vary program coverage, benefit
| evels and administrative procedures by subnitting a proposal to the
Depart ment . We will review all proposals to ensure that the | ocal prograns
neet constitutional and statutory requirenents. As an incentive to devel op
efficient, effective and econom cal |ocal progranms, the counties will be

all owed to keep at |east half of the state share savings to reinvest in
programs, or to provide local tax relief.

WELFARE TO WORK TRANSI TI ON SUPPORT

To help famlies on welfare transition into work, nearly $490 mllion --
including as the chart shows, $50 million in new funding for child care and
an additional $50 mllion for expanded enploynent activities -- will be
available to invest in activities that nove people into work and help keep
them enpl oyed. W& will further redefine the welfare systemby entering into
a new partnership with the Departnent of Labor. Labor, as Conmi ssi oner
Sweeney will tell you later, will make enpl oynent of welfare recipients part
of the state's overall work force devel opnent system Activities noved to
the Departnment of Labor will include:

- job placenent assistance;

- j ob search;

- grant diversion to enployers who hire wel fare recipients;
- on-the-job training;

- wor k experience; and

- vocational training

The Departnent of Social Services will continue to provide:
- child care;
- | arger income disregards; and
- transitional health care.

STRENGTHENI NG FAM LY/ PERSONAL RESPONSI BI LI TY

Q her elenents of the Governor's proposal are designed to strengthen
fam lies and increase personal responsibility. Statistics showthat famlies
headed by single nothers conprise the biggest share of famlies in poverty.

The prograns included in the Governor's budget to encourage persona
responsibility and help reduce illegitinmacy nake good sense and good policy.

They i ncl ude:
- A famly cap.
- A requirement that minors wth children attend school to
receive benefits.

In addition, the budget integrates the Departnent's strategy to prevent
adol escent pregnanci es. $7.5 mllion has been added to enable districts to
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develop services to prevent pregnancies anpong adolescents in welfare
househol ds. When conbined with the Teen Age Services Act or (TASA) program
a case mamnagenent programfor these sane teens, localities will be better
equi pped to prevent pregnanci es and prepare adol escents for independence.

ENHANCED CHI LD SUPPORT ENFORCEMENT

In every aspect of the system we need to reach a new, conmon
under standi ng that public welfare should be the last rather than the first
resort of those in need.

Nowhere is this clearer than in the area of child support enforcenent.
The public should not have to pay to support <children whose parents --
though absent -- have the obligation to support themand the nmeans to do
So. We have begun to be nmuch nobre aggressive in our insistence on
establishing and enforcing this principle.

The suspension of drivers licenses for failure to pay support, the
revi ew and adjustnment of old child support orders to bring themin line with
current guidelines, the seizure of delinquent respondent |iquid assets

without a return to court, and the inplenentation of a sinple civil process
for the voluntary acknow edgnent of paternity have led to an initia
increase in collections of $3.5 mllion to date.

To build on that success, the Governor's budget includes the follow ng
child support enforcenment provisions:
- stronger procedures for obtaining nedical support from the

private insurance of an absent parent, in order to reduce
Medi cai d costs;

- a closer linkage between voluntary paternity acknow edgnent
and financial liability, along with stricter conditions and

reduced tine frames for rescinding such acknow edgnent;

- an enhanced ability to | ocate and serve incone executions on
respondents by (1) permitting new hire information to be
shared with agencies admnistering W rkers' Conpensation,
Unenpl oynent | nsur ance, and public assistance and (2)
expansion of the State's Parent Locator Service to utilize new
data sources for |ocating absent parents.

Along with these legislative changes, we have begun a much nore
intensive effort to help local districts manage their casel oad, establish
goals and deploy their personnel in a way that wll Jlead to nore

acknow edgnents of paternity, nore support orders and greater coll ections.

To that end, DSS staff have recently participated in special efforts in
Nassau County, New York City, and Onondaga County. W expect to continue
these efforts as we seek every possible way to help the counties inprove
their performance in child support.

MANAGEMENT FLEXI BI LI TY

The budget is intended to reduce the admnistrative burden on |oca
social service districts by allowing themincreased or total flexibility in
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designing their wel fare prograns. As | nentioned in the section on new
tenmporary assistance prograns, the Governor's proposal will allow counties
to submt a plan to design their own wel fare program

Counties will also be allowed to require drug testing as a condition of
eligibility for welfare. Under this proposal, counties can require a drug
test as a condition of eligibility provided they have treatnent slots
avai | abl e.

Also new -- and significant -- is a flat grant. Under the current system
of providing public assistance in New York, caseworkers are required to go
through a conpl ex process to determ ne what benefits a recipient is eligible
for. Under a flat grant, the grant will be determ ned by:

- county of residence;
- size of famly; and
- whet her or not heat is included in the rent.

The flat grant wll also end the issuance of non-catastrophic specia
needs al l owances. Wth a flat grant, counties will do | ess case processing
and nore case work to hel p recipients becone self sufficient.

SERVI CES BLOCK GRANT

The Fam |y and Children Services Block Grant, which was enacted in |ast
year's budget to give localities greater flexibility in neeting child-

wel fare requirenents, is continued in this budget and increased by $80
mllion.

As | nentioned at the beginning of the presentation, these are funds
that -- wisely used -- can keep children safe and hel p prevent problens that

can lead to future dependency.

| want to enphasize sonmething in that regard. Wile we are changi ng our
Publ ic Assistance prograns, we remain committed to the children of New York

There have been sonme tragic failures in the child welfare system
recently. Here in Albany, in New York City and el sewhere peopl e are worKking
hard to avoid recurrences of these tragedies. This will require both
adm nistrative and statutory change.

As a nenber of CGovernor Pataki's Commission on Child Abuse, under
Attorney GCeneral Vacco's |eadership, we will submt recomendations to the
CGovernor and the Legislature for najor statutory reforns.

Qur agenda will likely include:

- nmaki ng avail able nore complete information to child welfare
investigators and to the public;

- nore effective automation of case records to nake nore
information available to child welfare workers and to insure
their tine is spent inthe field, not in the office;

- enabling and assisting local districts to establish child
fatality revi ew teans;

- | ooking at the work force to insure the child wel fare workers
and their supervisors have the necessary skills and training;
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- making CPS a community concern by reinforcing the ability for
| ocal districts, schools, health providers, |aw enforcenent
and others critical to the safety of children to share
i nformation;

- conducti ng an i nt ernal review of <calls mde to the
Departnment's SCR to ensure that our criteria for t he
acceptance of reports is appropriate.

- developing a recomendation to respond to the issue of
positive toxicology in newborns and nothers; and

- reviewi ng local district practices with respect to Child
Protective Services.

W look forward to continuing to work with you and your staff to enact
the necessary statutory changes required to strengthen protections for
chil dren.

The wuses to which the services block grant funding will be put are
di splayed in this slide.

- They will fund the investigation of some 130,000 reports of
chil d abuse and negl ect.

- They will enable localities to offer services that wll keep
nore than 41,000 children out of costly institutional and
foster care settings.

- And they wll provide additional funds to support the State
Central Register.

CH LD WELFARE

The next slide lists sone of the magjor initiatives we plan to undertake in
child wel fare.

We propose to repeal the nmmintenance-of-effort nandate on |oca
districts for preventive services. W believe that the value and the cost-
ef fectiveness of these services should be self-evident and do not need to be
nmandat ed, especially in the block grant environnment where we are trying to
| et innovation and creativity thrive.

Consistent with federal limtations, the upper limt for foster care
services will be 18 years of age. Foster care services will continue for an
estimated 1900 youth over 18 who are enrolled in school, and for 200 youth

who require speci ali zed nental health/retardation services.

In order to encourage pernmanent famly placenents, Kkinship foster care
reforns are being proposed. Qur objective is to pronote permanency for
children in kinship arrangenents - by reviewi ng kinship subsidies after one
year. W want to insure that kinship care is a tenporary arrangenent.

We will propose anmendnents to the State's ternmination of parental rights
laws to expedite the termnation of rights of parents who severely or
repeat edly abuse their children.

W are very proud of the efforts of local districts to increase the
nunber of adoptions. Over 5,000 adoptions were finalized | ast year.
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$9 nmillion is added for adoption subsidy funding, bringing state
adoption spending to $83 million, which -- as the bar graph shows -- is an
increase of sonme 38% over 1994-95. This year's increase wll support the
adoption of and additional 5,500 children who cannot be returned hone.

The budget also provides an additional $8 mllion to support ful
SACW S/ CONNECTI ONS i npl errent ati on. SACWS is the Departnent's Autonated
Child Wlfare Information Systemthat will provide |ocal caseworkers with
the tools needed to better nmanage and nonitor services provided to the
children in their care.

CONCLUSI ON

By nost indicators, New York out spends other states on welfare
progr ans. But, we do not get results corresponding to our |evel of
spendi ng.

Were it is clear that nore noney will have a positive effect -- as in
enpl oynent services and child care, for exanple -- this budget allocates
additional resources. But where it is clear that increased spending has not
worked well -- as in on-going naintenance prograns -- it proposes spending

reductions and redirects the prograns to achi eve desired ends, primarily
the novenent of nore recipients into the world of work.

| believe that the phil osophy, principles and goals enunci ated here, and
the plan for achieving them are capable of giving New Yorkers far greater
confidence than they presently have that the tax dollars we spend to assist
needy individuals and famlies are well spent.

Clearly, much will depend on final federal action on welfare reform and
it is undeniable that a key ingredient of success in welfare reformwll be
our ability to put nore people to work.

Conmi ssi oner Sweeney is prepared to talk nore about that. I will turn
the mcrophone over to him and then we will both be happy to answer any
questions you m ght have.



