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D vi sion: Conmm ssioner's
Ofice

TO Local District Commi ssioners

SUBJECT: NYPWA Committee Meetings: Distribution of Materials

ATTACHVENTS: |. |IMPublic Assistance Grant Initiatives
(avai |l abl e on-1ine)
I1. Work Toward | ndependence | nfornation
(not avail able on-Iine)

For various reasons a nunber of districts are unable to attend the NYPWA
conmittee day neetings. Therefore, to ensure that all districts are kept
abreast of Departnent activities and plans, we will be sending out copies of
materials distributed at NYPWA comrittee day neetings.

Encl osed are nmaterials distributed by Inconme Maintenance at the Septenber
neeting. The other divisions did not distribute any materials. |f you have
any questions regarding these naterials please do not hesitate to contact
Oscar Best or Reinal do Cardona.

Gregory M Kal adj i an
Executive Deputy Conmi ssi oner
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PUBLI C ASSI STANCE GRANT | NI TI ATI VE

I ntroducti on and Sunmary

New York State's public welfare system has becone an increasingly
i mportant part of the economc safety net, as the lingering recession has
forced ever nore famlies and individuals to turn on public assistance as a
neans of subsistence. The welfare rolls now conprise close to 1.5 million
peopl e, and 1991 expenditures for grants totaled nearly $3.7 billion

The 1980s brought a series of increases in the public assistance
grant. A Hone Energy Allowance was added in 1981. Shel ter all owance
ceilings were raised in 1984 and again in 1988. A Suppl enental Honme Energy
Al'l owance was added in 1986. And t he basic all owance was increased in
1990. Toget her these changes protected the purchasing power of the grant
agai nst the effect of price changes during the decade.

Since 1990, however, the State's fiscal circunstances and ot her
consi derati ons have bl ocked further grant inprovenents. But rising prices
and increasing needs nmake further del ay unacceptabl e. The Depart nent of

Soci al Services therefore proposes a coordi nated series of steps that wll
provide a targeted grant increase, by raising the shelter all owance ceilings
and incorporating positive work incentives, while also |laying the groundwork
for further inmprovenents.

Descri ption of Conponents

The Departnent will seek budgetary and |egislative approval for two
positive changes in the public assistance grant:

1. Increase the shelter allowance ceilings, by raising the maxi num
al | owances set out the section 352.3 of the Departnent's regul ations. The
new ceilings will be derived, wth appropriate adjustnents for timng and
for famly size and conposition, from 1990 Census data. Payment wil |
continue to be nade based on cost, wup to the ceiling; this wll target
increased expenditures to recipients wth higher shelter costs, while
avoiding a "windfall" to those whose costs are wunder the ceiling. In
addi ti on, the departnent is exploring the feasibility of conbining the two
current schedules (for rent with heat and for rent without heat) into one
uni fied schedul e, and elimnating the schedule of separate heating fue

al | owances; this change would avoid locking clients into specific types of
housi ng arrangenents.

2. Provide positive work incentives, by allow ng for the disregard
of additional earned incone. Under current law, going to work can actually
result in decreasing a recipient's net disposable inconme, especially after
four nmonths of enploynment, when the disregard of $30 plus one-third of
earnings expires (the $30 disregard continues for another eight nonths);
even the one-third disregard neans that earnings are being "taxed" at the
rate of alnobst 70 percent. Thus the relatively |ow percentage of recipients
who are conbining work and welfare at any given tine (around 5 percent)
reflects rational behavior by recipients in response to the structura
i nconpatibility between work and wel fare which has been designed into the
wel fare system |In contrast, the Child Assistance Program where financi al
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support is withdrawn much nmore slowy, is denbnstrating that the pron se of
real financial rewards can induce substantial nunbers of recipients to turn

to enploynent for an increasing share of their total household incone. By
design, however, CAP is directly beneficial only where a recipient's
earni ngs exceed about $350 per nonth; no financial advantage accrues to a
recipient with | ow earnings. Wthout replicating all of CAP's other
features, it is possible to extend simlar financial incentives to
reci pients at the lower end of the earnings scale. One way to do is to take
advantage of a federal regulation which permts the disregard of sone or al

of earnings and certain other incone up to the difference between the

standard of need and the standard of payment. In addition to a statutory
change, a federal waiver would be required to linit the favorabl e treatnent
to earned incong; such a waiver could be sought to denponstrate the
ef fectiveness of this additional earnings di sregard in encour agi ng

reci pients to go to work.

In addition to the changes descri bed above, the follow ng related
conponents will be pursued:

3. Rationalize special needs allowances, by review ng the various
items of special need with a view toward consolidation and sinplification
New York State has the nation's nbst extensive set of special needs
al | owances, each with its own rules for eligibility and issuance; nmany of
t hese all owances rest on regulatory authority only, while others were
created by st at ute. Al t hough in the aggregate such all owances account
for a substantial percentage of all grants issued, adm ni stration and
utilization vary from district to district. The Departnent intends to
reformthe area of special needs all owances, seeking to develop a consistent
policy governi ng their use and pronoting responsibility and self-
determ nation. This work, proceeding in consultation with the |ocal socia
servi ces districts, shoul d al so result in sinmplifying benefits
adm ni stration, and should yield fiscal savings as well. It could also |ay
the basis for further changes in the grant structure.

4., Reeval uate the public assistance standard of need, to neet
federal requirenents for a report to the U S. Department of Health and Human
Services which is due by January 15, 1994, The Departnent has already

conmenced its study, and is consulting with local districts, advocates and
other interested parties to keep them apprised of our progress and to seek
information and opinions fromthem This study, and the report it wll
support, could provide the foundation for further inprovenents in the grant.

5. Reform State/l ocal cost sharing arrangenments for the Hone
Energy Allowance portion of the public assistance grant, by replacing the
rei mbursement cap contained in this year's Budget with a provision for cost-

sharing at the rate which applies to all other portions of the grant. When
the Hone Energy Al lowance was created in 1981, the State agreed to assune
the full non-federal share of costs, since the change was inpl enented
wi t hout allow ng | ocal governnent time to accommpdate the increase. Thi s

speci al provision, however, was placed in statute and carried forward from
that first instance until the current year, when a reinbursenent cap was
substitut ed. The Departnent seeks a statutory change which woul d pl ace HEA
rei mbursement on the sane 50/50 basis as applies to other grant conponents;
t he change woul d becone effective April 1, 1993.
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