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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As required by the 1994-95 Budget Act, the Bureau of State Audits presents its audit report
entitled “Department of Social Services: The Department’s Approach to Welfare Automation Is
Too Costly and Unlikely To Succeed.” It was prepared under contract by Ernst & Young, LLP.
The report concludes that the department’s approach to welfare automation will cost over
$1 billion and that the department’s estimated savings from this project will not recover the costs
for nearly ten years. Moreover, we are concerned that the department’s estimated savings may
not be attainable.

In addition, the software selected by the department may not be suitable to accommodate a high
volume of transactions and is based on a proprietary system not suitable for competitive
procurement. The technology approach is inefficient, outdated, and not performing as expected.
Further, our contractor found a number of serious deficiencies in the department’s management
of welfare automation including the lack of a strategic plan, measurable objectives, and adequate
cost accounting or reporting. Because of these deficiencies, we recommend the Legislature limit
funding until certain conditions are met, the department competitively procure statewide welfare
automation, and the department improve its management of welfare automation.

Respectfully submitted

KURTR. SJOBE
State Auditor

BUREAU OF STATE AUDITS
555 Capitol Mall, Suite 300, Sacramento, California 95814  Telephone: (916) 445-0255 Fax: (916) 327-0019
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Ell ERNST & YOUNG LLP w555 Capitol Ml a Phone: 916 449 3400

Suite 650 Fax: 9164430774
Sacramento, California 95814

April 3, 1995

Mr. Kurt R. Sjoberg
California State Auditor
Bureau of State Audits

660 J Street, Suite 300
Sacramento, California 95814

Dear Mr. Sjoberg:

Ernst & Young LLP is pleased to present our independent review of the Statewide
Automated Welfare System (SAWS). This project is the largest and most costly
computer-based system ever undertaken by the State of California. The review provides
critical needed analyses in order to assess the future direction of welfare automation. We
hope the recommendations in this report are quickly implemented in order to provide
counties with the enabling technology for delivering welfare services, and to help better
manage the significant investment in state expenditures.

We would like to express our thanks for the substantial help and insight of Mr. Fred S. C.
Forrer, Special Assistant State Auditor, on this complex and difficult review. The project
director on this effort, Mr. Edward Kaempf, and our information technology manager,
Ms. Martha Maxwell, along with myself, appreciate the opportunity to be of service to
the Bureau. Should you have any questions or comments concerning this review, please
do not hesitate to contact us in Sacramento at (916) 449-3400.

Very truly yours,
ERNST & YOUNG LLP
ames A. Gibson
Director of Management Consulting
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Summary

Results in Brief The California Welfare and Institutions Code requires the Department
of Social Services (department) to implement a Statewide Automated
Welfare System (SAWS) for the following public assistance programs:
Aid to Families with Dependent Children (family group and foster
care), food stamps, Medi-Cal, aid for adoption of children, special adult
programs, and, where feasible, social services programs. The statutes
set no time schedule for when welfare automation must be implemented
statewide. In its initial detailed workplan, submitted to the Legislature
August 1, 1984, the department planned to complete SAWS by June
1990. The department currently has no date set for completing
statewide automation.

The purpose of this review was to evaluate the effectiveness and
efficiency of the department’s approach to statewide welfare
automation. Our review included the evaluation of two completed pilot
projects developed by Napa County and Merced County, and an
assessment of a third welfare automation project being developed by
Los Angeles County. We examined the goals, benefits, and costs of
welfare automation, and evaluated the department’s strategy and
evaluation plan for a pilot system being implemented in 14 small to
medium-sized counties, known as Interim Statewide Automated
Welfare System (ISAWS). Nine of the 14 ISAWS counties are in
various stages of installation, with the remaining five counties to begin
later this year.

We project that the Department of Social Services (department) will
spend $166 million to automate 14 counties (eight percent of cases).
Projected costs for statewide automation may exceed $1 billion, or $455
million over original department budget estimates. Some of the savings
expected by the department from automation may not be attainable, and
may not be sufficient to recover projected costs for nearly ten years.

The approach chosen for automating the 14 interim SAWS (ISAWS)
counties is unlikely to succeed as a cost-effective approach to statewide
welfare automation. Administrative cost savings of $231,000 during
fiscal year 1993/94 in Napa County are below what should be expected
after the NAPAS was implemented. The annual cost of keeping the
application software up-to-date with welfare laws is $6.8 million, and
increasing. A backlog of requested rules and other changes to the
software may take $3 million to resolve, and indicates that the
underlying software is difficult to maintain. The NAPAS software may
not be suitable to accommodate a high volume of transactions and
records, is based on a proprietary system not suitable for competitive
procurement statewide, and is inefficient. The technology approach to
ISAWS is outdated and the system is not performing as expected.

S-1
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The state is bearing full financial risk for making sure ISAWS performs
as originally planned. The department is not requiring its hardware
supplier, nor its software maintenance vendor, to meet system
availability or response time standards, and has not established a fixed
price to meet performance objectives. As a result, the department does
not know how much hardware is needed to service all ISAWS counties,
nor what the hardware and software costs will eventually be.

Support for the ISAWS approach is waning. Counties believe that the
department and federal government have been “unwilling... to allow
counties to pursue viable alternatives.” In California, other welfare
automation systems compare favorably with NAPAS. One of these, the
Merced Automated Global Information Control (MAGIC) system
developed by Merced County, already was paid for by the State and is
now in the public domain. Annual costs savings in Merced County
after implementation of MAGIC are estimated at $5 million. These are
net savings after subtracting out the amount of savings which may have
been attributable to county efforts to reorganize and streamline their
manual operations before automating. The county reduced its total
1993/94 costs per case by 55 percent since 1989/90, the largest
reduction of any county in California over the same period.

A second welfare automation system which compares favorably with
NAPAS is Los Angeles County’s proposed Los Angeles Eligibility,
Automated Determination, Evaluation and Reporting system
(LEADER). Though no contract has yet been signed to deliver the
system, planned commitments are to implement the system in
42 months. The total projected cost, including county actual and
projected costs, is less than the cost of ISAWS for four times as many
cases. The approach required by Los Angeles County and bid by
Unisys Corporation and Deloitte & Touche is based on client/server
technology and a relational database design. The contract being
negotiated now to produce LEADER will require the contractor to meet
specified and measurable performance targets for the system, provides
for penalties and damages for failing to meet these targets, and
establishes a fixed price bid. If the contract is signed, and assuming it
is managed to completion as planned, the county will know up front
how much it will pay the vendor for the project.

In organizing and conducting its activities to provide welfare
automation to counties, the department has failed to deliver a statewide
system. The results of our review, which included activities back to
1984 up through this year, indicate the need for substantial changes to
how the department is organized and how it performs its responsibilities
for welfare automation. The complexity of this project has
overwhelmed the department’s ability to manage it; we estimate that
statewide welfare automation may not be available until the year 2000,
ten years after the department’s original plans for SAWS.

As discussed in this report, the department:

a Has no strategic plan for statewide welfare automation. Without
this plan, it is difficult to keep the project on course, to
understand when the project will be implemented, or to assign
and mange the resources needed to implement the plan



Recommendations

Has not developed measurable objectives, and as a result is
unable to evaluate the effectiveness, efficiency, or progress of
the project

Has not established an effective cost accounting or reporting
system for welfare automation efforts, is unable to tell the
Legislature how much has been spent to-date on welfare
automation, and has not tracked actual cumulative costs to
budget estimates since the Legislature initiated the Statewide
Automated Welfare System (SAWS) in 1984

Places the SAWS branch chief at too low a level to command
authority and accountability, and has had six changes in the
branch chief in the last eight years

Has not prepared a risk assessment plan and does not share risks
of the project with vendors providing ISAWS

Has not complied with Legislative and administrative reporting
requirements

Has not provided the Legislature with a complete cost estimate
for ISAWS, and continually underestimates costs of statewide
automation

Has made, and is planning, expensive and unnecessary
enhancements to ISAWS (workstations, graphical user
interface)

Does not have an evaluation plan for ISAWS which would
result in an unequivocal recommendation to continue with or
cease ISAWS

Does not properly utilize outside expertise where staff do not
have the specialized skills to meet a specific need. There has
been no independent validation or verification of the project’s
progress, budget, or performance.

The department has much more to do in order to remedy the concerns
presented in this report. We make the following recommendations to
the Legislature to move forward with implementing statewide welfare

automation:

Q The Legislature should limit welfare automation funding until
certain conditions are met

Qa The department should competitively bid the statewide
implementation of welfare automation

Q The department should improve its management of welfare

automation
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Q The Legislature should consider continued independent review
of welfare automation.

Department of Social Services’ Comments

In its response, the Department of Social Services acknowledges that
the ISAWS software is not a viable solution for statewide welfare
automation, that competitive procurement of SAWS is needed, and that
vendors should be required to provide performance guarantees for the
automated systems being procured. However, the department states that
there are many issues throughout the audit report with which it
disagrees. In particular, the Department is concerned that the report
leaves the incorrect impression that it is wasting money in its
administration of welfare, and that the report understates the
achievements of the SAWS project.

The department expresses concerns with three of the report’s
recommendations. The department would like the Auditor to reconsider
the recommendation to limit ISAWS funding to six months. They are
concerned that this recommendation would put ISAWS counties in
limbo and believe that the department could address the conditions
raised in the report adequately over the next few months. The
department also is concerned with the report’s recommendation to issue
a Request for Proposal to automate 42 counties. Finally, the department
believes the recommendation to continue legislative independent review
of welfare automation would divert department staff from SAWS
project activities, and that normal federal and legislative budget
oversight processes provide ample review.

Napa County’s Comments

In its response, Napa County alleges that the report is inaccurate and
flawed. Napa County provides remarks on the goals it achieved with
the automated system, response time improvements, user satisfaction,
time to process a welfare case, and development costs.

Merced County’s Comments and Los Angeles County’s Comments

Merced county believes the report to be thorough and reflective of
MAGIC’s impact on operation of public assistance programs in the
County. Los Angeles County did not have any comments on the final
report.

L 2 2 2 2 * L 2 2 *
To provide clarity and perspective, we provide our comments to

responses from the department and Napa County at the end of this
report.



Introduction

SAWS Welfare
Programs

In 1979, the Legislature passed Assembly Bill 8 requiring the
Department of Social Services (department) to implement in all counties
a centralized welfare system by 1984. After four years of effort and a
lack of progress, the Legislature cut off funding for the project and
asked the department for an evaluation of why the effort failed. In its
1983 evaluation report to the Legislature, the department recommended
that the State proceed with automation of California’s county-
administered welfare system in a manner that takes advantage of the
existing county systems and the county computer centers that are
already equipped and staffed for operating the welfare system.

The department’s proposed new system was subsequently called the
Statewide Automated Welfare System (SAWS). Following the
department’s recommendations, the Legislature then passed Senate Bill
1379 in 1984 to develop and implement SAWS beginning July 1, 1984.

Welfare is a term commonly used to describe public assistance
programs designed to provide cash payments, goods, or services to
needy individuals. The following public assistance programs are
included in SAWS:

Q Aid to Families with Dependent Children (AFDC) -- direct cash
payments to needy families with dependent children

Q Food Stamps -- coupons for food or food-preparation items
redeemed at participating retailers

Q Medi-Cal -- funding to cover costs of medical care for low-
income individuals; known outside of California as Medicaid

a Foster Care -- funding for children who otherwise would be
living in AFDC-eligible homes

Q Refugee Program -- direct cash payments to eligible refugees
and funding to cover costs of their medical care .

Q County Medical Services -- funding to cover costs of medical
care for those who do not qualify for Medi-Cal

Exhibit 1, at the end of this section, provides an overview of these six
programs. As shown in the exhibit, approximately $18.4 billion in
benefits were paid in California during fiscal year 1993/94 for just
AFDC, food stamps, and Medi-Cal.
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Other NonSAWS In addition to the above six programs, each county in California is
Welfare Programs

County Welfare

Page 2

Operations

required by the State to operate a General Assistance program to further
assist needy individuals who may not qualify under other aid programs.
Because eligibility requirements and benefit levels are set at each
county’s discretion, program specifics vary from county to county.
General Assistance is not included in SAWS.

The department has responsibilities for a number of other information
technology projects and initiatives, including the automated income
eligibility verification system (IEVS). However, a discussion of these
other projects, including their costs, benefits, and performance, are not
included in this report. Finally, costs and benefits of fraud detection
and reduction efforts are not included in any of the department’s plans
for statewide welfare automation, and are not discussed in this report.

Of all levels of government involved in public assistance, counties
operate on the front lines, and are in direct contact with welfare
recipients. They are responsible for providing cash and other benefits to
needy individuals and families. To do this, county staff must first
identify eligible recipients and determine the type and amount of
benefits to be delivered according to state and federal policy.

Counties rely on individuals who want to apply for aid to initiate
contact with the local county welfare office. At the office, individuals
complete an initial aid application, receive information about the
various public assistance programs, and schedule an appointment with a
welfare eligibility worker. Applicants are required to bring to the
appointment documents and information which will be used to
determine which programs they are eligible for and how much their
benefits should be. At the conclusion of the appointment, applicants are
told if they have qualified for assistance, as well as the type and amount
of aid they will receive, provided that all information is complete and
verified. This process is known as client intake.

All applicants are given a Notice of Action (NOA) which describes
what, if any, benefits they are entitled to receive, how benefits for their
particular case are calculated, and their appeal rights. Individuals with
immediate needs can receive benefits on the day they are found eligible.
Nonemergency cases are processed according to the county’s routine
benefit cycle.

Aid recipients must complete periodic reports and notify the county of
changes which could affect benefits (such as changes of address,
income, household, health, etc.) to remain eligible for aid. Welfare
eligibility workers are responsible for issuing monthly benefits,
monitoring compliance, modifying case records, and assisting recipients
with related needs. These activities are called continuing processing.

Exhibit 2, at the end of this section, illustrates the processes generally
followed in California to deliver welfare services. The State tracks
county statistics such as total intake and continuing caseloads, caseload
per eligibility worker, error rates in benefits distributed, and incidence
of fraud in order to aid in workload management and performance
measurement. Due to their size, some statistics are not tracked for small



Counties Have

a Compelling Need for
Automated Welfare
Services

counties. Appendix B to this report provides more details on SAWS
public assistance programs, including the full costs of welfare
administration in each of the state’s 58 counties.

Counties are in critical need of automated systems to manage over 2.7
million welfare cases statewide, and to accurately and efficiently apply
over 5,000 different welfare eligibility and benefit rules. The number of
welfare cases has nearly tripled since fiscal year 1983/84 when SAWS
authorizing legislation was passed. When adjusted for changes in state
population, the number of cases has more than doubled since fiscal year
1983/84, from 36 to 86 cases per 1,000 residents. To process these
cases, California counties employed 16,128 full-time equivalent welfare
eligibility workers during fiscal year 1993/94. Staffing levels to
accommodate the increased demand for public assistance have doubled
since fiscal year 1983/84.

In addition to the large volume of cases, complex calculations are
required to determine if applicants are eligible for assistance, the
duration of eligibility, and the benefit amount due those who are
eligible. Eligibility guidelines may conflict if individuals apply for
more than one type of program. For example, treatment of an income
source under food stamps may be different than treatment of the same
income source under Medi-Cal. County staff also must continuously
monitor cases for compliance issues and document changes reported by
aid recipients. Staff must recalculate benefits to reflect these changes,
when appropriate. Further, sometimes cases require retroactive
processing under a prior set of rules, and mass updates are required to
reflect new rules and regulations affecting all cases. Often, these needs
arise when a court ruling changes eligibility guidelines and
subsequently affects a significant number of previously processed cases;
cases then must be reworked to ensure compliance with the court ruling.

These complexities are coupled with promulgation of an increasing
number of welfare rules and regulations, as well as frequent rule and
regulation changes. Welfare rules have increased from approximately
2,900 in fiscal year 1989/90 to over 5,000 rules today. The number of
changes to the base rules and regulations which occur over a year’s time
average one change per day. Welfare eligibility workers must be
knowledgeable of numerous welfare rules which apply to the individual
programs they administer, and must constantly update this knowledge
due to rule changes. Workers in counties which handle cases based on
individual applicants or households, instead of cases for just one welfare
program (such as food stamps), administer multiple programs and must
have an integrated knowledge of welfare rules and regulations for all
programs under their responsibility.

There is no question that counties need automated systems, given the
increasing volume of cases, the complexity of rules and regulations, and
the need to interface with other state and county programs. In the
current manual mode of operation, counties are unable to comply with
all requirements because they do not have sufficient local funding for
the staff needed. For example, Sacramento County has formally asked
the State for relief from some welfare program mandates, saying that the
County would need at least 136 full-time equivalent eligibility workers
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Scope and

Methodology
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of Review

if it had to comply with all existing mandates. Automation is essential
for managing county operations and delivering welfare services in
California.

The State is charged with ensuring accurate, uniform, and efficient
welfare policy application within and across counties. Automation can
assist the State in meeting this objective by:

Q Objectively and consistently applying welfare rules and
regulations in the same manner for every case processed

Q Enhancing counties’ ability to store, reference, recall, and update
thousands of welfare rules and regulations

Q Improving the speed at which eligibility is determined and
benefits are calculated

Q Nearly eliminating mathematical errors and limiting calculation
errors to those related to data entry or welfare recipients

- Q Facilitating workers’ transition to processing multiple program

applications for the same individual or household, and reducing
duplicate application information requested and processed for
more than one program

Q Reducing fraud by utilizing an on-line records match with data
collected by other state and county offices to verify applicant
information.

Welfare programs in California could change significantly if reforms
proposed by both the Clinton Administration and the 104th Congress
pass. President Clinton, who promised to “end welfare as we know it,”
unveiled his plan in June 1993. The plan would boost spending by $9.5
billion over five years to support job training and child care assistance
to get mothers off welfare, and would cut AFDC benefits to mothers 24
years and younger after two years unless they get job training.
Republican legislators propose to cut spending by implementing tough
new eligibility rules and time limits for AFDC benefits, converting food
and housing programs into a cash grant to the states, and cutting some
state block grants by five percent. These reforms could greatly change
the operations and automation needs of the counties, and could change
some of the conclusions of this report.

The purpose of this review was to assess the feasibility and technical
approach of the California Department of Social Services’ Statewide
Automated Welfare System project. This effort was not a formal audit,
but a response to the Budget Act of 1994 (Chapter 139, Statutes of
1994) directive to review the SAWS project and report the results to the
Legislature and relevant State of California departments and agencies.



This initial report addresses the first two tasks requested in the Budget
Act of 1994:

(D

)

Determine whether one or more hardware or software solutions,
or both, for all counties is the most cost-effective choice for

automation. This evaluation is to include a review of two pilot
systems developed by Napa County and Merced County, and the

system proposed by Los Angeles County, as well as a review of
a centralized, state-operated automated welfare system versus a

decentralized, county-operated system. This evaluation is to

include a review of the business case directly associated with an

automated welfare system made to determine system selection.

Assess the adequacy of the department’s evaluation plan for the
interim SAWS project.

To respond to the Legislature, the Bureau of State Audits established a
number of objectives for this initial report, in addition to those
established by the Legislature. These additional objectives are
summarized below:

Q

Review state and federal law and regulations regarding
administration of the AFDC, food stamp, and Medi-Cal
programs that will be administered through statewide
automation

Determine how the state and counties operate and administer the
AFDC, food stamp, and Medi-Cal programs

Review and assess the goals and objectives of statewide
automation. Determine whether the department has adequately
defined the business problems and opportunities that will be
addresses by statewide automation

Determine the potential benefits of statewide automation,
whether those benefits have been adequately assessed and
quantified, and whether SAWS is likely to produce those
benefits. Determine which entities will be the recipient of the
expected benefits of SAWS

Determine the probable impact of statewide automation on the
operations and management of welfare programs at the state and
local levels

Review and assess the department’s strategy for ISAWS.
Determine whether the goals and objectives of ISAWS have
been adequately defined. Determine the costs and benefits of
the ISAWS project

Review and assess the department’s strategy for multiple
platform (MPSAWS). Determine the technological, operational,
fiscal and managerial impact of the multiple platform approach
with regard to such issues as application porting, code rewriting,
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centralized software maintenance, decentralized computer
operations, and multi-platform support

Q Review and assess the adequacy of the evaluation plan for the
MPSAWS project.

In addition to several fact finding interviews with the department and
the Health and Welfare Data Center (HWDC), we interviewed officials
from Napa, Merced, and Los Angeles Counties regarding their
operations and respective automation projects. Each of these three
county interviews covered several days, and included meetings with
vendors who have, or plan to, develop and help maintain the automated
systems in each of these three counties. We also met with
representatives from 14 other California county welfare offices.

We met with representatives from the federal agencies providing
oversight and funding for welfare automation. These are the U.S.
Department of Health and Human Services (Administration for
Children and Families, and the Health Care Financing Administration)
and the U.S. Department of Agriculture (Food and Consumer Services).
We also met with directors of welfare programs in seven other states to
compare their approach to welfare automation with the approach used in
California.

All interviews were conducted using formal structured interview
templates designed prior to the interviews. These templates allowed us
to conduct consistent interviews which were focused on the objectives
for this assessment of SAWS.



Exhibit 1

(08 op 59RUNOD g JO P APUILIND) SINAIIE 384}

10J ARG AP 0} YIEQ 1INUOI YA $IQUNOI 0} sanddy
JuawuIaAo8 Kjunos £q A[2mua 1souife pIpunj s1jaudg
€0 PO 10j Ajend

10U Op oy RUPE Apaau 0) 3819403 [EIPIW $IplACY]
$90UN0d VIWIOJED) £Qq PAASMIWIPY

[e19pj 3 £Q %001 PIpunj are sitjausg
3 ut squows 1319 181G Xy Juunp
$2330J91 10J UTISISEE [¢AHPIUU 13403 0} Jupunj put si1jauq ysed saplacld

$901A195 UeWNH ¥ WIEH JO

souioy

B119-0dV U1 BUIAT] 3q PINOA LI OY USIPTIYO 10§ {uo Burpung
arv5 19190} 10} Aed 0) SuTpuUn] [R19Pa) LA §31WS SIPLAOL]

SIATTUIE] PU UIIPII) 10J UORENSUUPY

§901A19§ URWNY B YIFEIH JO yuauntedaq ‘s 4 £q paIASUMIPY

6/£661 Ad Butup vRLIOIED Ul s95e3 0000011 Ajreuwirxosddy Ad Suump vRuosi[e) ut sa5€3 000" 695 Alsuitxouddy
Ul p6/€661 A Surmp nyausq wedionred (e3P uo uads uonq €018
M1Jusq PEAPIA s9A19001 uonedod 51} 3 Jo P11 Aeuwirouddy

arefam 0) §30 OU YILA 980U 0} PIPUINXD KPUIIAL 1q ‘PIIQESTP put purlq

ut p6/c661 Ad Sutmp ijeusq uedsonzed sdureys pooy uo uads uonpq §T$

uresBoxd pue RIQL8119 10§ $pIvP

V6/€661 A BuLmp TLIOJITeD) T §35%2 000'290' 1 Afaveunxoiddy
WIWOJITE) UT p6/€661 Ad 3utmp pred 5yauaq DALV Jo Uonq L'sS
fAljeusq DAV s9awsal uogemdod 'Sy Jo % Areunxorddy
fuawarmbar

_a.o«.ono_

(155) suiosu] Aunses muswioiddng pue IALV 01 payur ATTvuontpen AnpaBng
WaunLA08 (3505) A1 PUT (%05) T¥19p3) 3 Aq papunj sILJoug

adoad suioour-mof 10J fuatked 19p1aoid [ePIU JO 5150 19403 O) SPUNJ S3pLAOLY
ureroid umo | sey vuoZUY '5AQS 6p Ul sAeIady

uoRensuIWpY Buruvur]

‘s[9A9{ awoaut uo poseq AMQIBIY
uauIaA08 [H1apa) ap £q %001 PIPURy AYAUAH

ver-juauioidwa pue
(%$°7) Aumod pus (%5°Ly) 98

sA0s g Tre W sawiado

AN YI[FIH $INAIIS UVWINH R YIWIH Jo doq-s'n o 49 P

*(60S) T219p9) 3y £q papunj syyausg
uarpwy2 Juspuadap pua sarprusey Apasu o) AU awked ysesy%nq
sans og [  sausdo
SO[IUIR] PUR UIIPITYD) 10] UORENSIURLPY
§901A198 UVWINK P Q[P Jo WusunTedaq “§'M) 3 Aq pAIASHIALPY

Page 7




Exhibit 2
Overview of the County Welfare Process in California

Reception

Completion of SAWS |

Emergency aid assessment

Internal case screening/routing

Case entered into information system

Program information, forms, and verification information distributed to client:

Initial Client
Contact with
County Welfare

Bureau

oo0o000o

- CA2 for AFDC, Food Stamps and RCA

- MC210 for Medi-Cal & RMA

- FC1 & 2 for Foster Care

Client intake appointment scheduled

Orientation:

- General information about local bureau (facilities, hours, contracts, etc.)
- Client's legal responsibilities to the County

- County's legal responsibilities to clients

oo

Statement of Facts review

Verification review

Benefits review

Income Eligibility Verification System (IEVS)
Systematic Alien Verification Entitiements (SAVE)

Eligibility
Determination

Additional forms completed as necessary including Good Cause determiniation

oo0o0000

Initial referrals to other programs and agencies (DA, WIC, GAIN, etc.)

Benefit O Household income reviewed and verified
; 0O Budget prepared
Caleulation O Benefit entittement determined

Notice of
Action
(NOA)

Q  Written results of eligibility determination provided to client describing:
- Budget calculation of benefits
- Amount to be issued for first and ongoing months
- Appeal rights

Issue of

! Q  Benefit provided to client
Benefits

Changes reported by client

oo

On-Going Eligibility reports:
Caseload - Monthly CA7 (AFDC, Food Stamps, Foster Care, and Refugee)
Maintenance - Quarterly Status Report (Medi-Cal)

O Benefit modification or discontinuance requiring 10-day advance notice to client
Q  Annual re-certification interviews and processing

Q  Program status changes

QO  Monthly review and update of caseload management report

Page 8

Late/lost or never issued benefits

Special needs benefits

Public and client complaints

Administrative hearings, case reviews, quality control, and investigations
Supplemental benefits checks

Sanction requests (District Attorney, GAIN, quality control, etc.)
Outgoing Inter County Transfers (ICT)

Caseload
Handling &
Follow-Up

0o0o00o0o




Chapter 1 The Department Of Social Services’ Approach To
Statewide Welfare Automation Is Too Costly

When the State Legislature redirected statewide welfare automation
efforts in 1984, it expected that the Statewide Automated Welfare
System (SAWS) developed by the Department of Social Services
(department) would provide a cost-effective solution to counties. The
system would help counties reduce the time needed to determine if
eligibility for assistance, and help eliminate mistakes made in
calculating benefits paid to recipients. The system also would help
counties reduce the time welfare recipients have to wait for a final
decision on eligibility and benefits.

In the ten years since Legislative reauthorization, the department has not
produced welfare automation, and most counties may not see
automation for at least another six years. Approximately $100 million
has been spent by the department and federal funding agencies through
June 30, 1994, yet only two small counties representing one percent of
cases statewide are completely automated. The automated system
selected for interim SAWS (ISAWS) is not working as planned and may
not produce the expected savings in administrative costs.

Costs also continue to increase for the $105! million interim step which
the department initiated in 1993 to test welfare automation before
implementing it statewide. The department is providing ISAWS to 14
counties? which service 8 percent of welfare cases in the state. The
department increased its estimate for ISAWS costs by 40 percent within
just one year, and will increase it further, based on lessons already
learned during the first year of ISAWS.

The department’s own estimate for ISAWS costs and benefits over
7.5 years, when discounted back to fiscal year 1994/95 dollars, shows
that ISAWS never pays for itself within this timeframe. Further, this
department estimate excludes all costs to develop the software
($12 million) and all annual costs to keep the software current with
welfare law ($6.8 million per year). The department continues to make
enhancements to ISAWS, costing $3.3 million through June 1994,
which were not originally planned for. The department is requesting an
additional $2.7 million for more enhancements, though the federal
government recently denied the request.

1 The department’s current estimate for ISAWS is $109 million, as provided in the

December 20, 1994, Special Project Report. However, these costs occur over several
years. Unless otherwise noted, all dollars in this report are in fiscal year 1994/95 dollars.
Historical costs are escalated to 1994/95 dollars using annual changes in the Consumer
Price Index prepared by the Bureau of Labor Statistics. Future year dollars are discounted
back to 1994/95, assuming three percent discount rate.

2 ISAWS counties: Butte, Colusa, Glenn, Kern, Kings, Lassen, Madera, Marin, Mendocino,
Plumas, San Joaquin, Shasta, Tehama, and Yuba.
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The Department Has
Spent $100 Million for
Welfare Automation
Through June 30, 1994
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The department’s projected cost for ISAWS, which serves 8 percent of
the state’s welfare cases, is greater than the projected cost for the Los
Angeles County proposed automated welfare system serving 35 percent
of the state’s cases. Of note is the Los Angeles County projected cost
includes software development and annual costs to keep the application
current with welfare law, unlike the projected ISAWS cost.

The implementation of an ISAWS approach statewide may lose money
for 9.5 years. That is, the expected savings from automating
57 counties (excluding Los Angeles) is not enough to recover the costs
until the middle of the 10th year. The possibility that a project of this
size and complexity may take nearly 10 years to recover the public’s
investment indicates that statewide automation based on ISAWS will
continue to expose the State’s General Fund to significant risk.

While the department could not deliver on promised automation,
counties took it upon themselves to reorganize their processes and cut
their administrative costs by 27 percent over the last 5 years. As a result
of county efforts to streamline their own operations, automating
counties with welfare automation may in fact increase, not reduce,
administrative costs in some counties.

The welfare automation application is fully operational with historical
cases in only Napa County, where the system was originally developed.
Napa County has its own dedicated mainframe to run the system. Nine
of the 14 ISAWS counties are in various stages of implementation, and
40,000 of the 300,000 ISAWS welfare cases are on-line. The
mainframe computer originally designed for all ISAWS cases and
workers is now installed and being used to service just 15 percent of the
workload. Despite originally planned full mainframe resources,
eligibility workers in Napa County and the ISAWS counties who use
the system are experiencing delays between screens (after hitting the
“enter” key) which are unacceptably high and fail to meet original
design goals established for the system. These delays cause disruptions
in county workloads and schedules, frustrate users of the system, and
erode the savings in administrative costs expected from automation.

The department is nearly paralyzed in keeping the system up-to-date
with current eligibility factors and program-specific rules. In December
1994, there was a backlog of over 200 required changes to the system.
The department estimated that it would take 49,000 hours to make these
changes, not counting new changes in welfare rules being added at the
rate of one per day. This is approximately 27 person years of effort.

Based on our review of department accounting records, we estimate that
the department and federal government spent approximately
$100 million3 on welfare automation development from July 1, 1985,
through June 30, 1994. This includes $12 million to develop and
enhance the Napa Automated Public Assistance System (NAPAS) and
$14 million to develop the Merced Automated Global Information
Control System (MAGIC). The State spent $55.7 million and the

3 Costsarein 1994/95 dollars. Actual historical costs are $91 million.



The Department
Consistently
Underestimates the
Costs of Statewide
Welfare Automation

federal government spent $44.7 million. Although Napa County and

- Merced County developed the two original automation pilot systems,

their costs were paid from the State’s General Fund.

The department’s initial 1986 estimate of costs for welfare automation
was $554 million,# including Los Angeles County. However, the
department overlooked a number of activities required to automate
welfare programs. The most significant was the need to convert manual
welfare case files to the computer system, an activity the department did
not include in its 1986 estimate. The department now believes
conversion costs may exceed $46 million, according to its December
1993 revised estimate. This new cost is still underestimated because it
is based on outdated 1990/91 welfare caseload. The department also
underestimated the scope and cost of training county staff in the use of
welfare automation. Training costs in the 1986 Advance Planning
Document (APD) were estimated at $13 million. The December 1993
Special Project Report (SPR) now shows $36 million for training. This
is 177 percent greater than the original estimate, even though the
number of workers needing training increased 22 percent during the
same time period (through 1990/91).

The costs for NAPAS also were underestimated. In 1988, Napa
County, with assistance from the department, began development of
NAPAS as one of two pilots for welfare automation. The original cost
estimate to develop NAPAS was $1.9 million. Through June 30, 1994,
approximately $12 million was spent to develop and enhance NAPAS
($8.7 million original development, $3.1 million for a enhancements).
The ongoing costs to maintain NAPAS (now SAWS) also were
underestimated. The original estimate was $800,000 annually
(November 1989 APD amendment). Annual costs have escalated to
$8.2 million in 1995 to maintain the welfare rules in ISAWS and
maintain and operate equipment in Napa County.

The department and Merced County did a better job estimating
development costs for MAGIC. The original estimate was $9.5 million
(September 1988 APD). Estimated development costs are estimated at
$13.7 million. No original estimate for annual rules and maintenance
costs was prepared for MAGIC until 1991, well into development.
Annual costs to maintain rules in MAGIC are $2.9 million, and annual
costs to maintain and operate equipment in Merced County total
$1.2 million.

4 Source: December 1, 1986, draft Advance Planning Document. Costs are in 1994/95
dollars. Actual total cost shown in the APD is $483 million.
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The Department Did
Not Report All
ISAWS Costs to the
Legislature in Its 1993
Special Project Report
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The department’s second estimate for welfare automation was presented
in its December 1993 SPR. In this SPR, the department estimates costs
at $592 million for the 11-year period ending June 30, 2003,3 excluding
Los Angeles County. The 1993 SPR makes no mention of what was
spent to-date on welfare automation development. This document also
uses outdated, 1990/91 information on caseloads statewide, and does
not provide for any expected growth in cases or eligibility workers to
handle these cases.

The SPR includes a budget to automate the 14 ISAWS counties. These
counties account for eight percent of welfare cases statewide. The
department estimated ISAWS costs at $76 million. Twice during 1994,
the department increased its cost estimate for ISAWS. In its September
1994 SPR, the department increased its estimate for ISAWS to
$94 million. Three months later, the department issued December 1994
SPR, estimating that ISAWS will cost $105 million, or 40 percent more
than its first estimate just 12 months earlier.

The department incorrectly planned for ISAWS when preparing its
initial 1993 estimate, requiring an increase to its estimate of ISAWS
costs. The primary reasons given for the cost increases are:

Q Use of outdated caseload information. The December 1993 SPR
approved by the Office of Information Technology assumed
fiscal year 1990/91 caseloads for 14 ISAWS counties. Nine
months later, the department increased its estimates for ISAWS
cases by 50 percent using 1994/95 estimates for caseloads. The
number of cases increased from 207,000 to 300,000.

Q Failure to account for key implementation activities. The
department had to double the capacity of the mainframe
processor and nearly triple disk storage capacity required for

ISAWS to allow for:

. Developing and testing changes and enhancements to the
software

. Training users on how to use ISAWS

. Additional functionality added to NAPAS. This includes
retro-processing (e.g., recalculating welfare benefits
retroactively under prior welfare rules in response to a
court ruling) and transitional child care.

Q Adding site printers and upgrading printer servers. Thirty-seven
printers were added to automate a variety of forms, reports and
warrants normally done manually.

Q Failure to include an evaluation of ISAWS to the Department of
Finance. The department initiated ISAWS to test the transfer of
welfare automation in counties and to confirm welfare

The December 1993 SPR actually shows 12 years of costs. However, to compare with the
1986 APD, which included over two years of SAWS operations, we include just three full
years of SAWS operations from the SPR, rather than the four shown. Also, costs from the
December 1993 SPR are converted to 1994/95 dollars. '



Total Costs for SAWS,
Based on the ISAWS
Experience, May
Exceed $1 Billion

automation administrative and program benefits. However, the
department did not include the tasks, resources, or costs to
confirm ISAWS costs and benefits in its December 1993 SPR.
The department first included the evaluation in its December 20,
1994 SPR. A staff of 12 from the department will conduct the
evaluation in 1994/95 and 1995/96. These staff will look at
errors made in determining welfare payments before and after
conversion to ISAWS. Total costs of the evaluation are
$1.2 million in 1994/95 and $1.4 million in 1995/96.

a Shifting costs from welfare automation to ISAWS. The
department redefined current and future welfare automation
costs as either an ISAWS implementation cost or a statewide
automation “positioning” cost. This included shifting costs such
as the ISAWS evaluation team from a separate federal planning
document for welfare automation to the ISAWS.

One reason given by the department of why costs increase is that the
number of welfare cases in the State increase. However, hardware costs
during 1986 to 1991 declined by at least 20 percent per year.5
Assuming just a 20 percent annual price performance improvement, the
$191 million originally planned in the 1986 APD for computer
hardware could purchase equipment which could handle 150 percent
more cases than originally planned (20 percent increase compounded
for 5 years). During the same S-year time period, total AFDC and food
stamp cases increased by about 32 percent. Therefore, the cost for
computer hardware should be about 20 percent (150 percent +
32 percent) of the original $191 million estimate, or approximately
$38 million. The actual increase in caseload would not justify the
planned hardware costs of $177 million shown in the December 1993
SPR, given improvements in computer hardware price performance.

The department does not know what statewide automation will cost nor
when 1t will be implemented. In order to prepare an estimate, we
reviewed the department’s cost estimates for ISAWS, evaluated results
from implementing ISAWS, and interviewed representatives from Los
Angeles County. Based on this information, we estimate that total costs
for statewide automation from 1985 through 2004, may exceed
$1 billion.”

Table 1 on the next page shows the costs for automation that may
exceed original department estimates by $455 million.

6  Source: Gartner Group, Inc.

7 Assumes implementation of welfare automation by the year 2001 (including interface
development), plus three years of statewide operation.
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Table 1
Expected Costs of Statewide Welfare Automation
(Millions of 1994/95 dollars)

Development through June 30, 1994 $100 1%
Statewide implementation and three years 805 63%
operation (including ISAWS counties)

LEADER® development and three years 104 _35%
operation

Total $1,009 100%
Original department estimate (1986 APD) 554 100%
Underestimate $455

(a) Los Angeles Eligibility, Automated Determination, Evaluation and Reporting System.

Appendix C provides a summary of our $805 million estimate for fiscal
years 1994/95 through 2003/2004. It also summarizes the bid received
from Unisys Corporation for developing, implementing, and operating
Los Angeles Eligibility, Automated Determination, Evaluation and
Reporting System (LEADER), and the expected costs of Los Angeles
County to manage LEADER.8

The department’s first estimate for welfare automation was
$554 million, and was submitted in a 1986 APD for approval by federal
funding agencies. This document was never approved, though the
federal government has continued to pay for almost half of the costs in
the first ten years of welfare automation development.

There appears to be a number of reasons why expected costs for
statewide automation are much greater than the department’s original
estimate. The department has made major changes in strategic direction
for welfare automation, and currently has no formal strategy on how
and when welfare automation will be implemented. There is no current
definition of what welfare automation is or what it will look like, and no
one involved with directing or managing welfare automation has
established measurable objectives for the project.

It took the department nine years to establish and obtain approval for a
budget and schedule for welfare automation. Until December 1993,
neither the department nor the federal government had adopted a budget
and funding target for welfare automation, nor had either one
established any objectives related to the cost-effectiveness of welfare
automation. The U.S. Food and Nutrition Service admitted that the
federal government has not done a good job of assessing return on the

8  The bid from Unisys includes development, implementation, and operation for four years.

In order to make a comparison to statewide automation costs estimated by the department,
three years of operation are assumed; costs for the fourth year are not included. Costs are
in 1994/95 dollars.
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public’s investment in welfare automation. With no budget or schedule,
neither the department nor federal agencies have effectively monitored
or reported costs to-date for welfare automation and do not know what
has been spent to-date.

The project may be 10 years behind the department’s original schedule
presented to the Legislature.® This excessive delay has meant numerous
changes in welfare automation project management and strategy,
exposure to more risks, such as increasing caseloads and changes in
available technology, unused products developed by the department,
and lost financial contributions from the federal government.

The department has been unable to appease the conflicting needs of
major stakeholders in welfare automation, making it difficult to reach a
compromise approach. These stakeholders include counties, the State,
federal funding agencies, and technology vendors. County support for
welfare automation is tenuous, as counties feel more like “passengers”
rather than partners in welfare automation. In its letter to the
department, dated September 21, 1992, the California Welfare
Director’s Association supports SAWS only if it is provided at no cost
to the counties.

The department also assumes no inflation or salary increases in their
budget projections. Rather, the department has historically assumed a
steady-state environment for staff costs and economic conditions.
Conversations with the Legislative Analyst Office indicate that prior
department budget requests have not included projections of how
caseloads and county staff may change during the upcoming budget
year. This results in requests for additional budget if cases or staff do
increase.

Our reestimation of statewide automation costs is based on the
department’s December 1993 cost estimate for both welfare automation
and ISAWS, adjusted for: (1) increases in welfare cases and eligibility
workers, (2) increases in staffing and mainframe computer capacity
noted by the department in its December 1994 SPR for ISAWS,
(3) increase in the number of PCs being provided counties, from 1.25 to
1.5 PCs per county worker and supervisor, and (4) required changes in
costs based on actual experience of ISAWS counties.

As shown in Appendix C to this report, approximately 40 percent of our
total cost estimate reflects the same relative increases in state staff,
network costs, and contract services for statewide automation that the
department assumes in its revised December 1994 SPR for ISAWS.
The remainder of our cost estimate reflects the unreported costs
discussed earlier, and a number of other adjustments to the department’s
budgets for welfare automation:

Q Welfare caseload. In its December 1993 Special Project Report,
the department underestimated the number of welfare cases in
the State. When it used more current estimates of caseload, the
department increased the power and size of the computer

9  The department submitted a detailed planning report to the Legislature, dated August 1,
1984, in response to Section 10818 of Welfare and Institutions Code.
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equipment needed. To size mainframe equipment, we used
revised estimates of 1994/95 “nonduplicated” welfare cases (one
person receiving public assistance from two programs typically
has two duplicated case folders opened, but would be one
“nonduplicated” case when automated). Total nonduplicated
ISAWS cases for purposes of sizing the hardware is 227,000;
total statewide cases (excluding Los Angeles) are assumed to be
1.9 million. The number of cases is assumed to grow four
percent each year.

Q Eligibility workers and supervisors. In its December 1993 SPR,
the department assumed there were 12,055 eligibility workers
and supervisors statewide, excluding Los Angeles County. An
estimate of workers is used to determine the number of PCs and
office printers which are deployed, and to estimate total annual
training budgets. We obtained from the department, and used
for estimating purposes, the number of budgeted (allowable)
full-time equivalent (FTE) workers and supervisors in each
county for fiscal year 1994/95. There are 1,583 budgeted FTEs
in ISAWS counties, and 13,939 statewide. We assume no
growth in the number of workers throughout the entire 10-year
projection period.

Q Centralized mainframe computers at HWDC. Mainframes
located at the HWDC run the welfare application software and
data storage needed to operate ISAWS. This includes all
software to determine eligibility and calculate benefits, manage
all welfare case files and data, and prepare all screens used by
eligibility workers to interact with ISAWS. The department’s
1993 estimate for hardware needed to run welfare automation
statewide was sized to accommodate 1.5 million cases, at an

- average price of hardware of $82 per case. We assume that
hardware must be sized for estimated 1994/95 caseloads of
1.9 million. We assume that the average price of this site
hardware is $64 per case, the same effective price assumed in
the department’s December 1994 SPR for ISAWS.

Q Salary increases. The department’s cost estimates do not
include expected increases in salaries for state or county
personnel. We have assumed a three percent annual increase in
salaries through the third year of statewide operation.

Based on these and other assumptions provided in Appendix C, we
estimate total welfare automation costs (excluding Los Angeles County)
at $805 million. A comparison with the department’s December 1993
estimate is provided in Table 2, on the next page:



The Department May
Have Overstated the
Benefits of Welfare
Automation

Table 2
Comparison of Costs Estimated
by Ernst & Young and the Department of Social Services
(Millions of FY 1994/95 dollars)
(Excludes L.A. County)

1. DSS, DHS, and

County Staff $119 $105 $14

2. HWDC Staff 94 82 12
3. Host Hardware 235 134 101
4. Site Hardware 89 67 22
5. Software 39 21 18
6. Contract Services 96 94 2
7. Case Conversion 87(2) 46 41
8. Training 38 36 2
9. Site Preparation 7 5 2
10. Other 1 2 (1)
Total $805 $592 $213

(a) Case conversion costs include $24 million to reconcile data in case files, plus $63 million
to convert reconciled cases into the automated system. Costs to reconcile cases are
specifically excluded from the department’s estimate because counties are responsible
within current funding to supply a fully documented case.

The Legislature required the department to submit a report on or by
August 1, 1984, detailing its plans for welfare automation. In this initial
report, the department planned to have welfare automation implemented
by June 1990. Providing an automated system to 57 counties
(excluding Los Angeles) may not occur until the year 2000, 16 years
after the Legislature initiated welfare automation. Delays in
implementing welfare automation mean that the state and counties are
losing the benefits planned for automation, which the department
estimates are $156 million per year. These assumed annual benefits,
outlined in the December 1993 SPR, are:

Annual
Savings
Q Reductions in county staffing and $66 million
administrative costs
Q Fewer mistakes in calculating payments to 51
welfare recipients
Qa Reductions in county data processing costs 39
Total (excluding Los Angeles County) $156 million!0

10 The welfare automation effort primarily is providing automated eligibility determination

and benefit calculation, tied in with a central data base of persons known to welfare. The
primary benefits from automating eligibility determination and benefit calculation are
reducing costs to deliver the service and reducing the number of mistakes made; savings in
county data processing costs reflect the transfer of data processing activities to ISAWS,
which costs are reflected in the costs for ISAWS.
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We have serious concerns as to whether annual cost savings assumed by
the department can be achieved, even if all counties were provided the
ISAWS application today. The key question is how much counties can
further pare their costs of administering welfare, considering the
tremendous efforts already made by counties to reduce costs. During
the last five years, counties have not sat on the sidelines waiting for
welfare automation. Instead, counties have made significant changes in
how and what work is done. Changes include reorganizing eligibility
workers into teams to better manage and serve welfare recipients,
streamlining or eliminating some time consuming recertification
activities, and, in one county, doing minimal intake work on new
recipients and not assigning these new cases for follow-up work.

As a result of these significant efforts, counties have cut staffing and
administrative costs statewide by 27 percent over the last five years.1!
During the same period, eligibility workers throughout the State
managed to increase the number of welfare cases each handled by
23 percent, even while the total number of cases went up 75 percent,
and the number of federal, state, and county rules regarding eligibility
and benefits nearly doubled. Total cost savings statewide were
$425 million during 1993/94 alone, as compared with 1989/90 costs
(after adjusting for salary increases for eligibility workers).

Several counties told us that it will be difficult to reduce costs further,
even with ISAWS, primarily because ISAWS will require eligibility
workers to take all actions mandated by state and federal regulations.
Sacramento County is on record stating that it would have to hire
136 more full-time workers if it had to perform all work mandated by
welfare rules. Also, counties indicated to us that union contracts for
their eligibility workers contain restrictions which could prevent them
from further reducing costs. For example, a potential restriction is on
the use of generic workers who handle all three major welfare programs,
rather than the pre-NAPAS business model of specialists who handle
only one program (e.g., AFDC only). Also, union terms may cap the
maximum number of cases one worker may be allowed to handle,
potentially limiting further efficiency gains.

To determine cost savings and efficiency gains already achieved by
counties, we obtained county-specific information from the department
for fiscal years 1989/90 and 1993/94. This information included the
number of welfare cases by program, full time equivalent (FTE) of
county eligibility workers and supervisors, and all welfare costs in every
county. Costs include salaries and fringe benefits for all eligibility
workers and supervisors, and all other costs to fully administer welfare,
including clerical and administrative support, director and management
personnel, data processing, PCs, other office equipment, office space,
and supplies. Table 3 on the next page, shows that costs per case
declined throughout the State, as well as for selected groupings of
counties. Appendix B to this report provides details of costs for each
county.

11 The county costs and savings are expressed in 1993/94 dollars.



Table 3
Fully Loaded Administrative Costs per Welfare Case®

(Combined AFDC, Food Stamps and Medi-Cal)
(FY 1993/94 Dollars)

Napa County $ 726.11 $ 503.99 31%
Merced County 602.39 272.99 55%
Los Angeles County 652.36 415.46 36%
WCDS Counties(®) 602.14 464.60 23%
ISAWS Counties 467.44 364.31 22%
Other Counties 493.52 428.57 13%
Statewide $ 586.71 $ 431.04 27 %
Statewide $ 586.17 $ 431.80 26%

(excluding Napa and

Merced)

(a) Actual costs are shown here, not budgeted costs.

(b) Cost per case for fiscal year 1989/90 reflects the number of workers and overhead cost
ratio for 1989/90, and salary per worker in fiscal year 1993/94.

(c) Welfare Case Data System consortium of 19 counties, representing 40 percent of cases in
the state. For this table, one WCDS county, Marin County, is included in the ISAWS
county statistic.

In 1989/90, Napa County had the eighth highest cost in the state;
12 counties smaller than Napa County had lower costs per case. In
December 1991, NAPAS was accepted and fully operational in the
county. By 1993/94, the county reduced its costs by 31 percent, to
$504 per case, to the 12th highest cost in the state. To determine
savings after NAPAS was implemented, we subtract the 26 percent
statewide decline in costs (excluding Napa and Merced County) from
Napa County’s 31 percent to get an adjusted 5 percent reduction.
Multiplying 5 percent times the $726.11 cost per case in 1989/90, and
applying this to the number of cases handled in 1993/94, Napa County
realized net annual savings of $231,000 in 1993/94, or about $36 per
case.

However, the $231,000 in annual savings could be offset by other costs
to fix or maintain NAPAS. These include: (1) a fix to the degradation in
response times in Napa County, (2) a pro rata share of rules
maintenance costs, and (3) the cost of a full-time programmer now on
staff to maintain interfaces with NAPAS. We witnessed delays between
screens of up to 39 seconds, which workers indicated had been normal
“for some time.” A software fix subsequently reduced delays between
screens to an average of 8 to 9 seconds, ranging up to 14 seconds.
Though neither the state nor its contractors have pinpointed the
remaining problem, Unisys indicated to us that a newer and faster
mainframe computer may be needed in Napa County. Costs for a
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mainframe could exceed $1 million, eliminating the savings realized by
Napa County.

Merced County’s 1989/90 costs for administering welfare were
$602 per case, the 24th highest statewide. In December 1992, MAGIC
was accepted and fully operational. The county cut its costs 55 percent
by 1993/94, the largest reduction statewide. At $273 per case, Merced
County’s costs are fourth lowest in the state. After adjusting for
reductions achieved statewide, Merced County still reduced costs by
29 percent in fiscal year 1993/94, resulting in a $5 million savings
during 1993/94. This translates to savings of $175 per case.

It appears that all administrative cost savings projected by the
department for ISAWS may not be achievable, based on savings
achieved by Napa County, the only fully operational and experienced
county using the ISAWS application. In fact, the department has been
unable to produce a cost/benefit analysis of NAPAS, even though it is
required to do so by the federal government as an original condition of
approving funding for NAPAS.

The department also says it is unable to produce a cost/benefit analysis
of nine enhancements it proposes for NAPAS, saying it is unable to do
so until fiscal year 1996/97. The U.S. Department of Health and
Human Services, which oversees AFDC and Medicaid (Medi-Cal in
California), told the department that this is unacceptable, and is
requiring the department to estimate expected staff or program dollar
savings to justify the investment. The department already has spent
$3.1 million of $5.7 million planned on these nine enhancements.12

In this report we are careful not to attribute administrative cost savings
since fiscal year 1989/90 directly to NAPAS or MAGIC. It is not
possible to determine precisely which savings correlate to the systems
and which do not. We looked at statewide savings in every county, not
just two, and are reporting actual reductions in administrative costs
statewide, measured in 1993/94 dollars. Even though we subtract out
statewide reductions in costs, what is left in both Napa County and
Merced County may or may not be directly attributable to the systems.
We are attempting to show, for the first time, what savings are in
today’s dollars since implementation of the two systems.

The second largest savings expected from welfare automation is a
reduction in mistakes made in determining benefits for AFDC, food
stamps, and Medi-Cal. Total welfare payments in California were
$18 billion during 1993/94.13 Any reduction in mistakes by even a
small percentage could save taxpayers millions of dollars. California’s
most recent error rates for AFDC (3.6 percent in 1992) and food stamps
(9.1 percent in 1993) were both below national averages and below
standards set by the federal government. This record reflects strong

12 These nine enhancements are: central benefits issuance, print distribution, calendaring
Printer Control Language 5.0, retroactive processing of rules, interface with the income
eligibility verification system (IEVS), transitional child care, interfaces with other state
agencies, and graphical user interface.

13 Medi-Cal payments exclude prepaid health plans. Source: Department of Health Services.



efforts by counties to find and eliminate the causes for agency caused
€ITOrS.

By definition, a fully functional automated system, with up-to-date
eligibility factors and benefit rules, should not make any mistakes in
determining benefits. The only errors made should be from key entry or
because the welfare recipient provides incorrect information. We
believe that error rates can be reduced by automation.

However, the department has never measured statistically valid error
rates in Napa County, Merced County, or any of the ISAWS counties.
As a result, the department has no empirical evidence of whether error
rates for Napa County or Merced County have improved with NAPAS
or MAGIC, or will improve with ISAWS. Without reliable samples of
welfare cases in these counties, it is impossible to measure any change
in error rates before and after automation, and even more difficult to
determine what portion of reduced errors are attributable to automation
versus better quality control by the county.

It was not until the December 1994 SPR that the department included
estimates for the resources and time to measure program €rror rates in
the ISAWS counties in an ISAWS planning document. The department
is requesting 12 full-time department employees, 4 full-time county
employees, and funds for the Office of Audits and Evaluation
(Department of Finance) to measure these error rates. Total costs are
$1.2 million in fiscal year 1994/95 and $1.4 million in 1995/96.

The state conducts a random sample of cases statewide in order to
determine error rates for California. Determining error rates require the
State follow strict federal guidelines for random sampling,
measurement, and reporting. Guidelines provided by the federal
government to the states do not accurately measure the dollar impact of
errors. The error rates measured for AFDC do not count mistakes made
in underpaying what a welfare recipient is due. In the case of food
stamps, underpayments are measured, but rather than canceling each
other, underpayments are added to overpayments. Cutting down on
mistakes for AFDC could actually increase dollar payments if welfare
recipients are paid the full benefit allowed. Likewise, reducing error
rates for food stamps could offset overpayments and underpayments,
resulting in no change in dollar payments. Reducing mistakes made by
workers will result in savings if the mistakes made now result in more
overpayments than underpayments, and if payments are no longer made
to individuals who are not eligible.

Although the measures for AFDC and food stamp error rates are
inconsistent, they are important for managing welfare programs.
However, they must be used correctly to fairly evaluate the project’s
impact on the State’s General Fund.

The department expects the third largest benefit from statewide
automation to be reductions in county data processing costs. The
department estimates annual savings of $39 million after centralized
mainframes are implemented in Sacramento and running all the
software needed to determine eligibility and calculate benefit payments.
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software needed to determine eligibility and calculate benefit payments.
At that time, counties would no longer need to use their own data
processing operations.

Unfortunately, counties do not believe costs of their operations will
disappear. In its survey of all counties for the January 1993 SAWS
Evaluation Report, the department found that 27 counties felt that local
data processing costs would increase, not decrease, if a state operated
welfare automation alternative were implemented, that is, if welfare
processing did not run on the local processor. Many counties run non-
welfare systems, such as education and public safety systems, using the
same hardware and operating software as the welfare systems. The
welfare divisions pay a portion of the operating and maintenance costs
for the hardware and software. In many cases, counties own their own
equipment, have long-term leases, or have contracts with service
vendors. If welfare is moved to a proprietary system which runs only
on Unisys hardware, then existing equipment costs may not go down as
much as the State expects.

The California Association of County Data Processors (CACDP) told
department management that there would be an approximate
$50 million loss of business to county data processing centers from
welfare automation, and as much as two thirds of this revenue will be
very difficult for county government to offset over the next five years
by means of reduced costs or additional business. The CACDP further
believes that “the decision to centrally operate welfare automation is
believed by several counties to result in a significant downsizing of their
data processing operation that will result in a serious loss of county
government capability and flexibility. For those counties, that is a
potentially serious policy issue that must be handled sensitively.”

Ignoring the $100 million already spent on welfare automation
development, total investment in welfare automation through fiscal year
2003/04 could be $805 million, in today’s dollars. These are based on
assumptions presented earlier and in Appendix C of this report. Annual
administrative cost savings and program benefits through 2003/04 could
be approximately $923 million. It takes 9.5 years for the project to pay
for itself, not counting $100 million already spent through June 1994.
The department’s December 1994 estimate of costs and benefits for the
14 ISAWS counties shows cumulative costs over 81 months exceed the
projected benefits, when costs and benefits are expressed in today’s
dollars. An ISAWS based approach to automating welfare is not
economically viable, and exposes the General Fund to significant
financial risk. :

The Legislature should expect that costs of statewide automation be
more than offset by savings from lower administrative costs, reduced
error rates, and lower data processing costs. To determine these savings,
we began with the same annual savings for administrative costs, error
rate reductions, and data processing that the department presented in its
December 1993 SPR from 1994/95 through 2002/03. The department
assumed annual cost savings ramp up each year during statewide
implementation, and level at $156 million per year for three years of
operation. Although we expressed earlier our significant concerns that



ISAWS Costs More
Than Other California
Welfare Automation
Systems

benefits estimated by the department may be overstated, we did not
reduce projected benefits to prepare an alternative cost/benefit analysis.
In fact, we increased the department’s projected annual benefits by 34
percent to account for: increase in caseload since the department
submitted its projection (27 percent); increase in caseload over the next
ten years (4 percent); and increases in salaries and benefit payments per
case (4 percent).

This puts projected benefits at $210 million per year at full operation,
and $923 million over 10 years. The possibility that a project of this
size and complexity may take nearly 10 years to recover the public’s
investment, not counting $100 million already spent, indicates that
statewide automation based on ISAWS will continue to expose the
State’s General Fund to significant risk.

Neither the department nor the federal government have ever
determined what the expected return on technology investment is for
statewide welfare automation or ISAWS. Doing so requires a careful
reexamination of costs and benefits, including actual costs and benefits
for Napa County and the ISAWS counties. The state’s practice of
measuring project returns based on payback periods gives erroneous
signals on the value of the project. The method does not measure costs
or savings in constant dollars, and ignores all costs which occur after the
payback period, such as hardware replacement costs ignored by the
department in its September and December 1994 SPRs. Discounted
cash flow projections, using net present value of costs and savings
provide a more rigorous measure of a project’s net return, and allows
Pprojects to be compared with each other and over time.

In response to problems states have had in performing cost/benefit
analysis, the U.S. Department of Health and Human Services (DHHS)
(AFDC and Medicare) has improved its approach to cost-benefit
analysis and provided a draft document for states to review and use the
approach. The methodology allows an examination of a project’s life-
cycle costs and benefits, and recommends using constant dollars to
determine a project’s return on investment. The DHHS will provide
technical assistance on tracking of actual systems costs and savings, so
that efficiencies of the systems can be reported.

Costs to develop NAPAS, the precursor of ISAWS, is significantly
higher than other California welfare automation projects. The cost for
ISAWS is much less than NAPAS, reflecting the experience gained by
the department, much lower hardware costs, and significantly more
cases. Two other systems developed or planned in the State are: (1)
MAGIC, which was the other pilot for welfare automation developed by
Merced County and operational December 1992, and (2) LEADER, the
system being developed by Los Angeles County. In order to make a
fair comparison of costs among ISAWS, NAPAS, MAGIC, and
LEADER, we determined the costs for different activities, then
excluded fixed costs and costs of conversion (Los Angeles County
conversion is primarily automated, unlike Napa County and Merced
County): '
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Included in

Cost - Comparison
Fixed Costs
Q One-time development No
Q Annual maintenance of welfare rule changes No
Variable Costs
Q Case conversion No
Q Host and site hardware Yes
Q Annual operations and maintenance (3 years) Yes
O  User training Yes
Q Site preparation Yes

We then determined total costs for three years of cases in order to
compare each system. As shown in Exhibit 1-1, at the end of this
chapter, the costs of ISAWS is $88 per case, much lower than NAPAS
costs, and greater than MAGIC costs. Total costs of NAPAS for
hardware, user training, site preparation, and three years of maintenance
was $272 per case. The 1994/95 annual maintenance and operations
costs for NAPAS are $1.2 million.14

By contrast, Merced County’s costs, excluding development,
conversion, and rules maintenance, are $73 per case. More significant,
annual costs to maintain and operate the MAGIC are $1.2 million in
1994/95 for nearly five times as many cases and three times the number
of eligibility workers as Napa County.

Although ISAWS costs are significantly lower than NAPAS projected,
they are higher than MAGIC, and significantly higher than the full
projected costs of LEADER. It should be noted that the same two
vendors which developed mainframe-based NAPAS (now ISAWS)
were awarded the contract to develop LEADER, but have proposed a
significantly different client/server approach in Los Angeles County at
an extremely competitive price. The primary saving in costs shown in
Exhibit 1-1 is the cost of local site hardware, including the personal
computers and local area networks. The PCs, which will put at each
worker’s desk the program logic needed to determine if a person is
eligible for welfare and what the benefit payment is, are being supplied
at approximately $850 each.

Finally, the experience of the Unisys and Deloitte & Touche team, and
the up-front planning by the county, is reflected in the proposed
42-month schedule to get the system up and running countywide. It
should be noted that the vendor bid to develop and maintain LEADER
includes 48,000 hours per year for Deloitte & Touche to keep the
software up-to-date with current eligibility and benefit rules. This is
slightly more than the 46,000 hours now spent by Deloitte & Touche to
maintain the ISAWS software. Merced County now contracts with its
vendor, Andersen Consulting, for annual rules maintenance, providing
for 20,820 hours.

14 Maintenance and operations of computer equipment and resources. This does not include
’keeping the application software current with all welfare policies and rules.



Exhibit 1-1

- Comparison of California Automated
Welfare System Operating Costs

ISAWS Q State of California $57,200,000 216,036 $88

NAPAS O Napa County $5,200,000 6,364 $272

MAGIC Q Merced County $6,400,000 29,060 $73

Q Anderson Consulting

LEADER Q Los Angeles County $52,200,000 947,543 $18

) (estimated)(v)
— Department of Social

Services

— Health and Welfare
Data Center

3 Unisys Corporation
Q Deloitte & Touche

Q Unisys Corporation
Q Deloitte & Touche

. . (estimated)
Q Unisys Corporation

Q Deloitte & Touche

(@)

(b)

©

Costs shown are in constant 1994/95 dollars and include three years of operation. Costs include equipment
acquisition, user training, and maintenance and operations. Costs exclude one-time system development and
case conversion, and annual maintenance of welfare rules changes.

Source: December 23, 1994 Special Project Report, less costs totaling $49.3 million, plus unreported costs of
$1.5 million. Costs excluded from the December 1994 SPR for purposes of this exhibit include: all DSS and
Health and Welfare Data staff during the three years of implementing ISAWS, all Unisys and consulting technical
support services, software, modifications to the software, network installation and maintenance, equipment
maintenance during the three years of implementing ISAWS, and case conversion. Costs for ISAWS also
exclude annual costs for the SAWS Branch, which are approximately $3.2 million annually.

Nonduplicated cases are the only type of cases the department maintains historical and current data. One
welfare recipient receiving public assistance from two programs may have two “duplicated” cases but be counted
as just one “nonduplicated” case. The department estimates 300,000 duplicated cases in the 14 ISAWS
counties.
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Chapter 2 The Department of Social Services’ Approach to
Statewide Welfare Automation Is Unlikely to
Succeed

The department selected the pilot system developed by Napa County as
the single, statewide solution for welfare automation. The Napa
Automated Public Assistance Control System, or NAPAS, is being
enhanced by the department and provided to 14 small and medium-sized
counties as interim SAWS (ISAWS).

There are serious concerns about the viability of ISAWS as a statewide
system. It was never designed to be implemented statewide and it has
experienced major performance problems in small scale pilots. ISAWS
may not accommodate a high volume of transactions and case records.
Response times on the system have been much greater than originally
planned, though the department has since reduced these times by
installing more hardware and making a fix to the software. However, the
key function of the software, determining an applicant’s eligibility and
calculating benefits, still takes between two and five minutes, well above
the 10 seconds originally required for 95 percent of processes initiated on
the system.

ISAWS is not a good choice for statewide welfare automation. It is
based on a proprietary software application which cannot be procured
competitively. The proprietary software, known as MAPPER, was
designed to develop reports, not for a conversational and heavy
transaction application, such as ISAWS. It is inefficient at storing case
data and requires significant overhead resources. Finding persons
knowledgeable on MAPPER is very difficult. The vendor which
maintains the NAPAS and ISAWS application software had to conduct a
worldwide search for one MAPPER programmer, and is requesting
funding for between 8 and 10 more programmers to add to an existing
staff of 29 MAPPER programmers.

In 1993 the department announced its new strategic direction for welfare
automation in California. Three fundamental elements of its new strategy
are in conflict with NAPAS, the chosen solution. The department

decided to:

Q Implement one welfare system statewide - NAPAS is a county-
operated system

Q Pursue a distributed client/server architecture - NAPAS is a
centralized mainframe system

Q Pursue an open systems strategy - NAPAS uses a proprietary
application language, MAPPER, that runs only on proprietary
Unisys equipment.
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The department concluded that only “a low risk set of minor
enhancements” were needed to ready NAPAS for statewide rollout,
though the department has since spent $3.3! million on enhancements,
and is asking for $2.6 million more. Napa County performed a
benchmark of NAPAS to ensure it could run in a county the size of San
Diego with acceptable performance, but no statewide benchmark was
done. In preparing projections of statewide hardware and software
needs, the department assumed processing capacity equivalent to Napa
County would produce equivalent performance.

However, preliminary results of the second pilot of NAPAS in 14
counties (called ISAWS) indicates these assumptions may have been
flawed. With 15 percent of ISAWS cases on the system, and with one-
third of the planned mainframe processing power, serious response time
problems occurred. No one has determined the exact cause of the
problems. For the time being, a software fix, additional processing
power, and offloading of processing during peak periods have alleviated
the problem. The department doubled its original estimate of the
mainframe capacity needed for ISAWS, to a six instruction processor
CPU. There are no guarantees from either the hardware or software
vendors that these six instruction processors will be sufficient to service
all fourteen ISAWS counties with acceptable performance.

When the department chose NAPAS for statewide automation, it also
announced its intent to pursue a distributed client/server strategy (e.g.,
one based on a network of personal computers served by a larger, single
computer). NAPAS and ISAWS are centralized mainframe systems. All
of the screens seen by a user on a workstation, all data for welfare cases,
and all of the software (logic) for using the system are maintained entirely
on the mainframe. The department then proposed a restructuring of
ISAWS, then spent $479,000 to test a graphical user interface (GUI) of
two minor welfare functions, attempting to move some of the screen
presentation and program logic to the workstation. The department
continues to request funds to continue this GUI effort, although this
enhancement is not needed to use ISAWS. There is no estimate of the
total cost of this pursuit, there is no guarantee it will work, and the
department has not determined benefits from GUI, though required to do
so by federal agencies.

In 1993, the department announced its intent to pursue an “open systems
strategy,” one which provides inter-operability of products and transfer
of data and applications across different computing environments. Such
a strategy not only requires a distributed architecture, but a portable, i.e.
non-proprietary, system. ISAWS is a proprietary system. Atits core is a
proprietary application language and database management system called
MAPPER, which is owned by Unisys and can only run on Unisys
mainframes. To deal with this issue, the department pursued two
additional rewrites of the ISAWS system in an effort called MPSAWS
(multiple platform SAWS). Due to technical limitations and uncertainties,
one of these options was abandoned and a rewrite of ISAWS for an open
distributed platform then was suggested.

1 Actual expenditures for enhancements are $3.1 million; constant 1994/95 expenditures

are $3.3 million.



The ISAWS
Eligibility
Determination and
Benefit Calculation
Process Is Much
Slower Than
Originally Planned

ISAWS Is Based on a
Centralized,
Proprietary

Mainframe
Architecture

The department, in an attempt to make ISAWS fit its new strategic goals,
has proposed at least three different attempts to rewrite it. Trying to
retrofit a proprietary mainframe application and make it an open
distributed application may be more difficult than starting from scratch.

Eligibility determination and benefit calculation (EDBC) is an on-line
transaction? used by each eligibility workers when processing both intake
and continuing cases. EDBC is run after case data or changes to case data
are entered into the system. After running EDBC, the system informs
workers if a client is eligible to receive aid and, where appropriate, the
amount of aid. EDBC is a frequently used and resource intensive
transaction. It represents only seven percent of the volume of ISAWS
production transactions, but uses 40 percent of the system processing
power. Therefore, during peak periods, transactions must compete for
system computing resources, resulting in a backlog of transactions
waiting to be processed and a degradation in response time. This has
resulted in EDBC transaction times of up to two hours prior to
February 6, 1994, when a third mainframe processor was added, and
between two and five minutes after. According to the original NAPAS
RFP, the maximum average response time which must be met for 95
percent of complex processing transactions is 10 seconds.

Processing EDBC transactions through overnight batch submissions
which are run when no workers are using the system on-line is an option
currently being tested by the department in Napa County and some
ISAWS counties. The introduction of batch processing is an effort to
reduce the volume of EDBC on-line requests during peak usage periods
and, thereby improve response time. Effects resulting from this option,
however, must be closely monitored because, as indicated by a customer
reference provided by Unisys, MAPPER is not appropriate for heavy
batch processing and that using it in this way could diminish
performance. Thus far, Napa County has substantially improved
response time by batch processing EDBC requests for continuing cases.

The response time problem has been fixed, in part, by purchasing and
installing a third instruction processor (IP) on the mainframe. The
approximate cost of this IP is $2 million. The department does not know
how many IPs it will take to ensure acceptable response times when all
300,000 ISAWS cases are converted, plus 3.5 years of case history. Our
concern is with the unknown number of IPs which may be ultimately
needed to handle current and historical welfare cases, and the costs of
these IPs.

The original ISAWS technical architecture consisted of a centralized
mainframe processor with a proprietary operating system and central
processing unit (CPU) connected to local dumb terminals. At the core of
the NAPAS system is MAPPER, a fourth-generation language and
database management system, that is owned and marketed exclusively by

2 A transaction is roughly equivalent to the work processed by the system between the

time and end-user hits the enter key on a screen and the system provides a return
response.
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Unisys Corporation. Therefore, ISAWS can run only on a Unisys
mainframe with a Unisys operating system. Use of proprietary hardware
and software effectively prevents open procurement if the department
were to implement the system statewide.

ISAWS is stable and reliable. System failures in Napa County are rare.
Only one system failure occurred in 1994. However, because all
processing and data reside on a remote mainframe, all workers using the
mainframe would be prevented from processing cases should such a
failure occur.

ISAWS is an on-line, conversational application. Each time the enter key
is depressed, data is sent to and processed by the mainframe. Local
terminals act as windows to the mainframe for users. The system can run
entirely on non-intelligent workstations; personal computers are
unnecessary. Data management, data presentation, and application logic
all are executed on the mainframe.

MAPPER was originally developed in 1965 as a report writing
application that runs on Unisys mainframes. In February 1990, Unisys
characterized MAPPER as “specifically designed for inexperienced users
and enables them to build reporting and inquiry applications. It can be
used to store and access information, and to create or modify reports.” It
became very popular in the early to middle 1980’s as a report builder.

Although end-users tend to like the conversational features of MAPPER,
Unisys generally recommends another Unisys product, LINC, when
building conversational applications (such as NAPAS), especially if the
volume of transactions is high. MAPPER is optimized for reading
information not updating it. MAPPER programs are not built around
business logic; they are built around forms. As a member of the
Deloitte & Touche/Unisys vendor team stressed to us, “MAPPER is a
report processing product, not a record processing product.”

MAPPER data are stored in print format and arranged to create report and
screen forms. This means that there is a great deal of empty space, which
must be stored and which cannot be compressed. Each welfare case in the
ISAWS system requires, on average 274,386 bytes of disk space. This is
four and a half times larger than a case in the MAGIC system, which
utilizes a relational data structure. Response times are affected by the
amount of time it takes to read through all the data in a case to get to the
information needed. The disk storage requirements for 1.9 million cases
statewide is approximately 521 gigabytes3. At a cost of $5,000 per
gigabyte, it would cost $2.6 million in disk capacity to store active cases
statewide. This does not include the space required to store the mandated
3.5 years of case history. ’

Each copy of MAPPER also requires an additional overhead of more than
2.7 billion bytes of disk storage. It is not clear how many eligibility
workstations one copy of MAPPER can support with acceptable response
times. Napa County uses one copy of MAPPER, 35 eligibility workers,

3 One gigabyte is approximately one billion bytes.
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and 1.4 transactions per second, but has experienced high response
times. The Commonwealth of Virginia has 26 MAPPERs, 23 users per
MAPPER, and 1.2 transactions per second per MAPPER, with
acceptable response times.

At 35 users per MAPPER copy, state implementation of ISAWS would
require 398 copies of MAPPER at $5.4 million for MAPPER disk
overhead; at a more probable 23 users per copy, state rollout would
require 606 MAPPERs at $8.2 million for MAPPER disk overhead. This
does not include the cost of MAPPER itself at approximately $400,000
per site license#, or any associated system overhead. Nor does it take into
account county partitioning strategies or growth.

According to the Gartner Group, an operational cost is incurred when
MAPPER is used in a conversational application. When MAPPER is
used to update information, there is approximately a 40 percent
processing overhead above what a CICS and COBOLS system might use.
There is approximately a 30 percent processing overhead above what an
ADABASE and NATURAL system uses, such as Merced County’s
automated welfare system uses. The high overhead associated with
MAPPER implies bigger processors, more disk drives, and more copies
of MAPPER to deal with the impact of the high overhead on response
time.

We know of no other MAPPER application running with the transaction
volumes required by statewide welfare automation in California. The
ISAWS counties, with just 15 percent of their cases on the system, are
processing over half a million production transactions per day. The
Commonwealth of Virginia, the largest MAPPER reference Unisys
supplied us with, is processing 1.2 million transactions per day with a
third more processing power than ISAWS currently has, and five times
the number of MAPPER copies.

This raises some doubt whether the planned number of processors and
copies of MAPPER will be able to support the 14 small ISAWS counties,
which represent only eight percent of the state’s welfare cases. Estimates
for the amount of mainframe capacity needed have gone from two
processors (Unisys model 9222) to three processors (9322) to four
(9422) and now to six (9633) processors to handle ISAWS county
volumes.

The Gartner Group claims MAPPER cannot compete well in an update
mode (such as ISAWS) with other tools that handle more than one
transaction per second. Unisys has run benchmarks which indicate that
MAPPER systems similar to ISAWS should be able to run upwards of
11 transactions per second with response times meeting NAPAS
requirements (i.e., less than five seconds for simple transactions, ten

4 A MAPPER site license allows a data center to use as many copies of MAPPER as

needed on one physical processor; for ISAWS this is a Unisys 2200. It would require
multiple processors to handle the statewide volumes.

5 A CICS and COBOL system represents a traditional IBM compatible mainframe system
with a commonly used on-line transaction processor and third-generation language A
MAPPER system does not have a specialized transaction processor and uses a fourth-
generation language which is not as efficient as a third-generation language.

Page 2-5



MAPPER Is Not
Widely Used

County, State, and
Federal Government
Support for MAPPER

Page 2-6

Is Fading

seconds for complex transactions). However, the benchmarks were done
in a laboratory setting and not in a “real world” situation. Given recent
experiences with slow response times, it is unclear what effect MAPPER
is having on response times. :

While response time has improved, it is yet to be shown whether the
system, at a reasonable cost, can handle a full load of ISAWS cases,
complete with the required case history, at greater than 1.4 transactions
per second and acceptable response times. The department does not know
if its current plans for mainframe resources is enough for servicing
ISAWS counties at the required response times.

In addition to these concerns, the Deloitte & Touche/Unisys team and
HWDC informed us that the ISAWS system cannot effectively do ad hoc
reporting. This is partially due to physical limitations in the MAPPER
system. MAPPER processes reports, not records. It has a physical
limitation of 256 characters in each row of a report. This maximum row
length is very small in comparison to a relational database such as
MAGIC uses. Thus, in the ISAWS system, multiple rows and reports
must be used to store all the necessary case information. Within a
report(s), which corresponds to a particular case, a column does not
contain the same information for every row in the database. Thus, to
locate data, one must exclude in the search all rows that do not contain the
data desired. This makes ad hoc reporting difficult if not impossible,
because ad hoc reporting relies on the ability to easily locate data.

In 1993, Unisys claimed there were 5,000 installations of MAPPER
worldwide. This compares with millions of COBOL and CICS
installations. Since then, according to the Gartner Group, the number of
MAPPER installations has been shrinking. The Gartner Group considers
MAPPER to be a “fringe tool.” In order to support the ISAWS
application, Deloitte & Touche had to search throughout the world to find
qualified MAPPER programmers.

Government support for MAPPER also is waning. Los Angeles County,
though signing a contract with Unisys for its welfare system, rejected the
use of MAPPER for LEADER because the County considers MAPPER
to lack the required performance. According to another California county,
the department told them it does not plan on supporting the MAPPER
version of SAWS in the long-run. The department told us they do plan to
support MAPPER in the long-run. The federal government indicated to
us that it believed California was using MAPPER only as a vehicle to
build a model for SAWS. Finally, because MAPPER is a proprietary
product, i.e. it can only run on Unisys hardware with a Unisys operating
system, it does not provide for the mandated requirement to offer an open
competitive environment.
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for Rules and
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Since Implementation
of NAPAS, Napa
County Has Improved
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Eligibility Worker
Productivity

The design of the ISAWS application integrates data and regulations with
the program logic. Therefore, as the volume and complexity of welfare
rules increase, it becomes more difficult to maintain the regulations. Also
the risk that a change in one area of the system will impact another area of
the system is increasing. According to an example provided by the
department, the number of system modules potentially impacted by a
single change may have tripled since NAPAS was first developed. It is
not surprising that the department is seeing a gradual increase in the
backlog of rules and regulations changes, and an increase in cost to
handle these changes.

In fiscal year 1994/95, the department is planning between 110,000 and
119,000 hours to maintain the software. Approximately 40 percent of
these hours are for the software vendor, just over half for state staff, and
10 percent for county staff. This is equivalent to approximately 60
people working full time to modify the software to keep it current with
welfare law. For comparison purposes, approximately 28,400 hours are
needed annually in Merced County to maintain its software current with
welfare rules.

Due to a significant backlog of maintenance change requests, including
139 mandatory rule and regulation changes, workers in Napa County and
the 14 ISAWS counties cannot meet Legislatively-mandated goals to
accurately verify eligibility, compute benefits, or treat program recipients
equitably and consistently. In addition, retroactive processing has only
been available since June 1994, and some of the regulations relevant for
retroactive processing have not, nor is it intended they will be, put into
the system.

To work a case in Napa County, using NAPAS, an average of 164
transactions are submitted. The higher the number of transactions, the
more mainframe processing capacity is needed, and the more traffic
contends for network and transmission capacity. For comparison
purposes, an average of 50 transactions are needed per welfare case using
MAGIC.

The fiscal year 1994/95 expected cost of ongoing maintenance and
operations of NAPAS is $1.2 million dollars in Napa County (not
including staff costs or rules maintenance). This is an average cost of
$189 per case. These costs increased 23 percent between 1993/94 and
1994/95.

Since implementing NAPAS, Napa County has improved service
delivery time and, therefore, can offer more prompt eligibility
verification, timely disbursal of benefits, and timely treatment of
recipients when compared to the County’s operations before NAPAS.
Prior to system implementation, clients waited to receive non-emergency
benefits, on average, 45 days after submitting their initial aid application.
In fiscal year 1993/94, after NAPAS implementation, recipients waited,
on average 24 days to receive non-emergency benefits after submitting
their initial aid application. This is a 47 percent decrease in waiting time.

The county has been able to eliminate perhaps 400 of manual forms and
reports through welfare automation. Finally, while pre-programmed
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reports are available for collecting management information, users and
county managers do not have access to ad hoc reporting. In some ISAWS
counties, a workstation must be dedicated at the end of each month to
printing pre-programmed management reports.

Napa County also reduced staff turnover, though the rate is still a concern
to the county. Before NAPAS, eligibility worker turnover was 40
percent. After implementing NAPAS, turnover is 28 percent.

After NAPAS was implemented, Napa County has realized several
additional business benefits. The county has increased productivity when
measured by cases per full time equivalent (FTE) eligibility worker. In
fiscal year 1989/90, the average monthly caseload for Napa County
workers was 123 cases. In fiscal year 1993/94, Napa County workers
increased their average monthly caseloads to 182, a 48 percent increase
since fiscal year 1989/90, and eight percent higher than the statewide
average of 169 cases per worker for fiscal year 1993/94.

Napa County also has seen efficiency gains in training time. Prior to
implementing NAPAS, training time needed for eligibility workers to
carry a full caseload for a single program was six months. Training time
after NAPAS implementation remains at six months, but this is for
training generic eligibility workers who are responsible for processing
multiple welfare programs and household cases.

NAPAS is designed to allow workers freedom to choose how they will
navigate through the system. This freedom, however, results in less
guidance for workers who still must be knowledgeable of, and proficient
in, welfare rules and regulations.

Napa County sought to make several business process improvements
with the development and implementation of NAPAS. First the County
expanded the scope of responsibilities of eligibility workers from
handling a single program and serving individual recipients to handling
several different welfare programs and serving households. This
permitted recipients in the same household to use a single application and
a single intake interview for all programs of interest. This improvement
eliminated most duplication of information previously collected when
clients applied for multiple programs, and reduced time spent scheduling
and interviewing.

Another business process improvement is Napa County’s use of clerical
workers rather than eligibility workers to perform the initial applicant
screening interview. The purpose of this initial interview is to collect
program eligibility information in very broad terms and identify
immediate needs. The applicant returns to the office for an intake
interview at a later date. The County designed the system to incorporate
screening guidelines to assist workers and clerical staff in conducting the
screening interview.



ISAWS Is Designed to
Interface with
Important State and
Local Agency Data
Repositories

No SAWS Proposed
Solution Is Ready for
Statewide Rollout

As NAPAS is installed in each of the pilot ISAWS counties, the state
implementation team modifies it to provide, either by a direct on-line link
or a referral, many of the interfaces requested by counties as identified
from the results of the Department’s 1992 All-County Questionnaire.
This includes seven of the top ten most frequently cited local and state
agency interfaces.

The application used by workers in Napa County delivers the intended
services and relieves eligibility workers of the need to know all welfare

rules.

However, we have serious concerns with the long-term

effectiveness of the underlying software, the difficulty the department has
in keeping the application current, and the resulting costs of delivering the
application to the eligibility worker. Given significant concerns related to
system benefits, costs, technology, and maintenance, no department
proposed solution is currently ready for statewide implementation.

The implications resulting thus far from the ISAWS pilot project for the
department’s statewide automation strategy are discouraging. The
department has yet to demonstrate that its current strategy is:

Q
0

Q
Q

Cost-effective or efficient

Technically and functionally viable in the largest counties in the
state, excluding Los Angeles County

Able to accommodate frequent rule and regulation changes

Capable of handling the required 3.5 years of case history without
compromising day-to-day operations.

The success of welfare automation in California depends on the
department’s ability to address these issues.

Page 2-9



Chapter 3

Since Implementation
of MAGIC, Merced
County Has Met
Important 1984
Legislative Objectives

MAGIC and LEADER Compare Favorably With
NAPAS

At about the same time Napa County piloted NAPAS, Merced County
developed and implemented a pilot it named the Merced Automated
Global Information Control System, or MAGIC. MAGIC also was
designed as a county system, and has not been benchmarked or proven to
work as a statewide system. MAGIC is a highly open, distributed
client/server architecture. The system is exceeding the performance of
NAPAS in the areas of maintainability, system operations, performance,
openness, and operability. Merced County also has reduced
administrative costs since 1989/90 to a greater extent than proportional
savings in Napa County.

Los Angeles County received permission from the federal government to
develop its own system distinct from the rest of California welfare
automation. The system, as proposed, is a highly open, distributed
client/server architecture. If the system is developed according to the
performance guarantees proposed, and if it is within the price bid by the
selected vendor, it also will outperform NAPAS in the areas of
maintainability, system operations, performance, openness, and
operability, plus provide greater benefits per dollar spent.

We were not asked to evaluate a welfare determination and benefit
calculation system developed by Tulare County, called CLEAN (Client
Entry Assistance Network). The system interfaces to the Welfare Case
Data System (WCDS), an automated system used by 19 counties in the
State, of which Tulare is one. Originally, Tulare County intended the
system to be a SAWS pilot. The State did not select the system to be a
SAWS pilot, but the County went forward with system development
using only local funds. When it was implemented in 1989, CLEAN was
considered state-of-the-art technology. The technology is now dated, but
Tulare County still achieves welfare administrative costs, which at $280
per case, are well below the state average of $431 per case.

Before Merced County began developing the system, it established
objectives for MAGIC. These objectives included, among others, the
objectives set forth in the 1984 legislation Senate Bill 1379 for welfare
automation in the state. The 1984 SAWS legislation requires that a
welfare system provide:

Q Prompt and accurate verification of eligibility, and accurate
computation and timely disbursal of benefits

Before welfare delivery was automated in Merced County, a
prospective client had to wait from 30 to 45 days from the time
he/she applied for welfare to when the County issued benefits.
The time to benefit issuance has been decreased to between one
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Since Implementation
of MAGIC, Merced
County Has Improved
Customer Service and
Eligibility Worker
Productivity, and
Decreased Costs
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and four days using MAGIC, provided the client has the needed
verification.

.| Equitable, timely, and consistent treatment of recipients within
each program

- Before implementation of MAGIC, a welfare recipient in Merced
County had to apply for each welfare program separately, often
providing much of the same information at each interview.
Consistency and equity was based upon the knowledge of each
individual eligibility worker performing the interview. With
MAGIC, the recipient can talk to one person and apply at the
same time for all applicable programs.

MAGIC contains an “expert system” which incorporates the State
welfare rules and regulations within it. The expert system guides
the eligibility worker interviewing the welfare recipient through
the system based on the unique situation of that applicant. Based
on applicant information, the system knows what question(s)
need to be asked next, displays the proper screen, and ensures the
eligibility worker provides the required response. Because the
system automatically applies applicant input against the State
welfare rules and regulations at each step in the process,
consistency of application is ensured.

Q Reduction in administrative complexity

The county eliminated over 400 manual forms. Most significant,
total county administrative costs, including salaries, maintenance,
and overhead, declined 55 percent since implementation of
MAGIC (fiscal year 1989/90 versus fiscal year 1993/94 costs).

Q Collection of management information

Although state and federal agencies have restricted funding for
MAGIC since June 1993 to only system rules and regulations
maintenance, Merced County funded its own development of an
executive information system that interfaces with MAGIC. This
system collects and orders information stored in MAGIC and
produces ad-hoc, on-line reports and graphs illustrating key
performance indicators at a detailed and summary level.
Management uses the information to determine and analyze
problem areas, to evaluate caseload assignments and workloads,
and to manage total administrative costs.

Issuance of immediate need benefits declined fourfold as a percentage of
all cases. Merced believes this is a result of the shortened time to benefit
issuance. Welfare recipients can receive help before their situation
becomes desperate.

Much of the County savings have been in avoided and reduced staff
costs. Turnover of eligibility workers decreased from approximately 30
percent before MAGIC to eight percent in 1994. With a previous training
cycle of six months to learn one welfare program, eligibility workers



Merced County
Sought to Enhance
MAGIC’s
Performance By First
Improving Existing
Welfare Processes

found the job “too complicated to learn.” Now employees can handle a
full caseload including all welfare programs within three to four months.
Because the system applies the appropriate welfare rules, workers do not
have to know each of the 6,000 rules nor the daily changes to them.
Workers can now focus more attention on client service.

The average number of cases handled by each eligibility worker increased
by 92 percent since 1989/90, before MAGIC. During 1993/94, Merced
County eligibility workers handled an average of 273 cases, 62 percent
more than the statewide average of 169 cases per worker. Increased staff
efficiencies contribute to savings in Merced County’s fully loaded
administrative costs. Other administrative costs include system
maintenance and operations, which will be discussed later, plus facilities,
supplies, and all other overhead. Statewide, counties reduced fully loaded
administrative costs per case 26 percent between 1989/90 and 1993/94,
as shown in Appendix B. Merced County reduced their costs per case
by 55 percent. The additional 29 percent reduction over and above the
statewide average resulted in an estimated $5 million savings for Merced
County in 1993/94.

MAGIC has a distributed client/server architecturel. A client/server
environment promotes a radically different way of doing business. The
traditional mindset of simply automating current processes no longer
works. Also, current welfare processes in California evolved over time,
and as a result many of them no longer added any real value. Automating
a non-value added process simply allows you to not add value faster. By
combining automation with process improvement, a synergy of function
and system design can be achieved which is difficult or impossible
otherwise, and which results in greater benefits.

Merced County management made the decision to review, improve, and
reorganize existing welfare processes to focus on achievable benefits and
to take advantage of the efficiencies and power of client/server
automation. By moving to a generic worker, Merced reduced duplicate
interviews, reduced worker and recipient time, increased uniformity, and
allowed consolidation of information across programs. Putting the
knowledge base in the computer has reduced the County’s time required
to train an eligibility worker, and has allowed the worker to spend more
time on customer service.

Merced County also uses MAGIC to impose time management and
scheduling controls. Most manual forms have been eliminated and the
remaining ones redesigned. Merced County prints a scannable barcode
and the welfare check on the monthly CA7 income forms, which a
recipient must fill out and send in to retain continuing welfare eligibility.
This has reduced the number of recipient claims that CA7 forms have not
been received.

Client/server is characterized by a two or three tier architecture, where one portion of
an application runs on a platform, often a mainframe, which is responsible for
coordination, and one portion runs on a platform, usually an intelligent workstation,
responsible for presentation. The purpose of client/server is to logically distribute
information among individuals, workgroups, and others who may need it.
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Within the expert system welfare rules are separated from computer logic
and held in tables. As a result, the effort needed to maintain rules and
regulations in the system is minimized. This is reflected directly in the
annual cost to maintain welfare rule changes. In fiscal 1994/95 Merced
County will spend $2.8 million for vendor rules maintenance.
Maintaining the software current with changes in welfare law takes
approximately 28,400 hours each year, including approximately 20,800
hours for the vendor and the remaining for county staff. In addition to
rules maintenance, annual system maintenance and operations costs have
been low, at $1.2 million in 1994/95, or approximately $41 per case.

No money has been spent on enhancements to MAGIC since Spring
1993, when federal and state funding for MAGIC was restricted to rules
and regulations maintenance and system operations. Despite the fact that
Merced County has been unable to enhance MAGIC since 1993, it
remains a functionally rich system. No in-depth independent review of
MAGIC’s functionality appears to have been performed since 1991. At
that time Ernst & Young conducted a review for the department,
concluding that MAGIC meets or would meet all pertinent federal, state,
and county requirements.

MAGIC, like most client/server systems, is a heterogeneous mix of
hardware and software that is designed in layers or tiers. MAGIC
consists of three tiers: (1) a mainframe computer, which serves as the
primary repository for data, (2) a minicomputer database server, which
holds the current day’s cases as well as local data, and (3) a workstation
application server, which performs all the processing necessary to
determine welfare eligibility and compute benefits. The workstation
handles most of the screen presentation, as well.

Like MAGIC, leading client/server applications distribute, and often
replicate, data across the tiers, to bring the data most frequently accessed
and updated as close to the user as possible. For many of the same
reasons, processing is distributed across the system tiers. MAGIC is
designed so that less urgent processing is performed batch, or overnight,
and occurs on the mainframe, while processing that is needed
immediately is done in a real-time, conversational mode on the
workstation.

Like MAGIC, most client/server applications, are well suited to on-line,
interactive processing due to the distribution of data and processing.
Because most of the eligibility worker’s processing is conducted on the
workstation, response times should be consistent throughout the working
day, and the activities of one eligibility worker will have little impact on
those of other eligibility workers. For example, during peak periods,
eligibility workers submit EDBC (eligibility determination and benefit
calculation) transactions at the same time. Although these are processor
intensive, because they run on the workstation, there is no contention for
network or processing resources and, therefore, no response time
degradation.

Client/server applications generally use relational databases, because they
provide direct, quick access to data, and are extremely flexible. MAGIC



also employs two relational database? management systems, ADABAS
on the mainframe and INGRES on the mini-computer.

The various tiers communicate with each other through integrated local
area and wide area networks. This leading practice allows the eligibility
worker to access information wherever it resides without having to know
its location.

The MAGIC Architecture is Highly Portable

MAGIC’s multi-tier architecture is highly open. That is, it would be
relatively easy to transfer the MAGIC application from one technical
environment to another. There are, however, a few areas where greater
openness could be achieved. For example, ADABAS, which is
considered a relational database, does not use standard Structured Query
Language (SQL)3 database calls, and as such is not compatible with a
wide range of third-party tools. AION, an expert system* product used in
MAGIC on the workstation, is not considered open, but there are a
limited number of expert systems to choose from. DesqView, although
popular at the ime MAGIC was developed, is now being replaced in the
marketplace as a workstation operating system standard by Microsoft’s
Windows NT and IBM’s OS/2. Both the maintenance of software and the
acquisition of computer equipment for MAGIC can be competitively bid,
allowing vendors to participate in the bidding of diverse combinations of
software and hardware.

MAGIC is a Stable, Efficient System that is Relatively Easy
to Maintain

Merced County project managers measured key success indicators before
and after implementation, such as error rates, staff turnover, service
delivery levels, immediate need issuance, and cases per eligibility
worker. Managers established benchmarks for response time. Standards
for the development, testing, and installation of changes were set up.
Vendors who are experienced in government computer systems and
client/server technology were hired. End-users were involved early on
and continue to be used in the prioritization, design, and testing of
changes to welfare rules and regulations.

As a result, the MAGIC system is very stable. Rules and regulations
changes are released once a month, and emergency changes are rare. The
system has remained accessible and running 99.7 percent of the time.

By distributing eligibility determination and benefit calculation to the
workstation and today’s cases to the fileserver, the risk of a single point
of failure is eliminated. If the mainframe should go down, the application
processing the eligibility worker requires is still available on the

2 A relational database includes a collection of relations or tables of data elements with
cross references.

3 A fourth-generation language (4GL) defined to access and manipulate relational
databases.

4

The expert system treats rules and data as objects. It employs an algorithm for
evaluating if/then statements, guiding the eligibility worker through only those
screens that are needed for a particular case.
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workstation. The eligibility worker can key in new cases and work on
cases downloaded the night before. If the fileserver goes down, cases can
be retrieved from the mainframe, although with some degradation in
response time. If the workstation goes down it can quickly be swapped
out with another one.

The combination of a relational database, a transaction processor, and an
expert system have enabled MAGIC to exhibit several system
efficiencies. Efficient use of disk storage space results in an average case,
complete with case history, requiring 60,000 bytes of disk space.
Guidance through the system by the expert system keeps transactions to
an average of 50 per case. These factors contribute to a response time
between screens of 0 to 10 seconds, and 25 seconds to download a case
from the mainframe. These response times are within the response times
required in the original MAGIC Request for Proposal.

Los Angeles County hired a third-party reviewer to evaluate MAGIC
functionality against the County’s planned welfare system, LEADER
(Los Angeles Eligibility, Automated Determination, Evaluation and
Reporting System). This comprehensive review did not uncover any
major defects in MAGIC’s system functionality.

Merced County did receive some criticism of MAGIC for the way it
handles mass changes. However, Merced County has been successful in
every MAGIC mass update so far. Because Merced County releases
changes to MAGIC once a month, and because each case is worked once
a month, mass changes are normally handled by applying the change to
the case as it is worked. Each case is flagged until the change is applied to
it to ensure complete application of the change. In July 1992, Merced did
choose to handle the AFDC grant roll-back> as a mass change on the
mainframe and was successful. Los Angeles County’s review of MAGIC
for the LEADER project indicated MAGIC meets requirements in this
area.

MAGIC is a viable option for welfare automation in other California
counties. Although it is anticipated that MAGIC can be run in another
county, it has, in fact, only run in Merced County. The original State
mandate required that MAGIC be developed as a county-operated
solution. Neither Merced County nor its contractor, Andersen
Consulting, has determined MAGIC’s viability as a gingle statewide
system. The department expressed concerns about MAGIC’s viability as
a statewide welfare system in the January 1993 SAWS Evaluation
Report. The department identified nine significant architectural
enhancements needed to MAGIC before it could be implemented
statewide. Nevertheless, none of these concerns would preclude MAGIC
from running in an individual county or a consortium of counties.

* * * * * * L 4 4

A general reduction in allowable benefits paid to eligible recipients.



LEADER Can Be a The Los Angeles County Department of Public Social Services developed
Viable Option for the General User Requirements for LEADER (Los Angeles Eligibility,

Welfare Automation

The Proposed
Solution for LEADER
Is Both Advanced and

Cost-Effective

Automated Determination, Evaluation, and Reporting System) in 1987.
The County updated the document annually. In January 1992, Los
Angeles County received a “1115 Waiver” from the federal government
permitting federal funding for a separate system in Los Angeles County
as a demonstration project.

Since the original requirements were developed in 1987, the major
changes made by the County to the LEADER strategy have been in the
expected technical solution, not in business requirements. LEADER was
originally conceived as a centralized mainframe-based system. Today, the
proposed client/server system still utilizes a mainframe as the database
server, but most of the eligibility worker functionality resides on the
worker’s workstation.

Given California’s Twenty-Year History of Efforts to
Automate Welfare, Los Angeles County LEADER Project
Staff Had No Faith in the State’s Ability to Provide a
Statewide System

Historically, Los Angeles County had two reasons for pursuing a
separate strategy and not joining the department’s strategy:

a Los Angeles County had a desperate need for a system, but given
the track record of the State with welfare automation (e.g.,
SPAN), Los Angeles County could not take the chance of further
delay or failure. Los Angeles County wanted to be responsible for
its own performance. Therefore, it applied for the “1115 waiver.”

Q Los Angeles County wanted to take advantage of the enhanced
federal funding which was available at the time funding was
sought.

Further, with regard to the department’s strategy of providing a state-
operated and maintained system, Los Angeles County LEADER project
staff told us that several of the cost estimates (e.g., conversion costs)
were not valid for Los Angeles County and that they therefore had no
confidence in the validity of the reported costs for statewide automation,
as described in the January 1993 SAWS Evaluation Report.

LEADER has a distributed, client / server architecture in which:

Qa The county is divided into district offices, each with a local area
network (LAN) supporting workstations and printers

Q A wide area network (WAN) connects each district’s local area
network to the central mainframe. (There are 49 DPSS facilities;
other facilities, including Department of Health, bring the total to
70 facilities)

Q Each user will have a state-of-the-art workstation with a graphical
user interface (GUI)
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Q Workstations will perform most eligibility worker functionality

Q Local servers on the LAN’s will provide the users with static
data, such as “help” information, computer-based training, and
on-line policy manuals

Q Case data and a central county index of persons known to welfare
will be held on the centralized mainframe

Q On-line access will be provided to the State’s central client index.

Because much of the eligibility worker’s processing is conducted on the
workstation, response times should be consistent throughout the working
day, and the activities of one eligibility worker will have little impact on
those of other eligibility workers. The central mainframe still provides a
potential single point of failure, as no eligibility workers can operate on a
case without first retrieving it from the central data base. However, the
trade-off is a simple, scalable, and maintainable architecture. Further, it is
the vendor’s responsibility, under defined penalties, to provide the
required availability.

Unisys proposed a fixed-price solution for development, implementation,
and four years of maintenance and operation totaling $85.66 million.
Because this fixed price would be paid by the County through fiscal year
2002/03, the discounted present value of this bid is $76.3 million in
1994/95 dollars.

For this fixed fee, the UNISYS proposal provides the following features:

O Guaranteed availability and response times with defined penalties
for non-performance

Qa Fully designed, tested, and functioning software application

Q Local site hardware for 11,000 users (LANs, workstations,
printers) which will belong to Los Angeles County at the end of
the four year Facilities Management contract

Q Training of all users by the vendor until the system is fully rolled-
out, and a permanent computer-based training (CBT) program
available to users at any time

a “State of the art” workstations when the system is rolled-out. It
should be noted that these workstations are part of the overall
solution which includes guaranteed response times

Q Welfare rule maintenance from the time the system is piloted to
the end of the four-year Facilities Management period. The bid
assumes 4,000 hours per month at $76/hour or $3.6 million
annually. This is 2,000 hours more in one year than the same
vendor provides for NAPAS rules maintenance

a Automated processes for converting existing cases to LEADER



After Full
Implementation, Los
Angeles County
Expects to Achieve
Annual Savings of
$83.5 Million

Q Integration of the County’s General Assistance program.

In addition to vendor costs incurred, Los Angeles County expects to
spend $32.6 million (1994/95 dollars) to develop and operate LEADER
for four years. The total system cost for development and four years
operations equals $109 million in 1994/95 dollars.6

Los Angeles County hired planning contractor, EMS, which among other
tasks, evaluated types of errors which LEADER would reduce and their
relative proportions to Los Angeles County’s caseload. EMS calculated
savings as follows:

Q Reduced errors in AFDC, food stamps, Medi-Cal, and general
relief benefit payments

Increased recoveries of AFDC and food stamps overpayments
Increased collections of AFDC-related child support

Elimination of current systems operational charges

o Qo0 o

Avoidance of third-party liability costs.

These projected savings, totaling $83.7 million are derived in part from
improvements in various quality control measures. Los Angeles County
anticipates error reduction to result from an improvement primarily in
agency caused errors as opposed to client caused errors. The predicted
change in each type of error rate and the effective dollar savings are based
on 1992 error rates, payments, and caseloads.

The annual projected savings of $83.7 million are sufficient to recover the
$109 million of development and operating costs within one and a half
years of full operation. According to the LEADER proposal, it will take
approximately 3.5 years to develop the system. Therefore, it will take
approximately five years from start of development to recover the full
costs of development and implementation.

Of note are potential cost savings not assumed by the County. Neither
savings from facilities management and application maintenance, nor
from administrative (staffing) savings, are included in the calculation of
potential LEADER benefits. The actual difference between the current
fees charged by Los Angeles County’s Internal Service Division to Los
Angeles DPSS for facilities management and application maintenance
($18 million per year) and the fixed price equivalent charged by UNISYS
($6.8 million per year) is $11.4 million per year.

The projected annual benefits of $84 million for LEADER represent 35
percent of the cases statewide. By comparison, annual benefits of $156
million projected by the department for statewide automation (December
23, 1994 SPR) are 65 percent of cases.

6  Total vendor and county costs, including just three years of operation, are $104
million.
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Sector

The County has not yet signed a contract and the cost for LEADER may
differ from the amount bid by the vendor. As a benchmark, ISAWS is
estimated to cost $105 million for eight percent of the State’s cases. This
cost includes three years of operation but no software development or
rules maintenance. Total Los Angeles County costs and the vendor bid
for LEADER is $104 million for 35 percent of the state’s cases. This
LEADER cost not only includes three years of operation, but all software
development and three years of rules maintenance.

Los Angeles County has utilized the private sector in three beneficial
ways:

Q Contracted with a planning vendor. Los Angeles County
considers the use of a firm in this way to be the best of all the
helpful advice received from the federal government

] Intention to contract LEADER system with guaranteed service
levels for a fixed price

Q Contracted with external specialist attorneys for the negotiation
and contracting process.

Los Angeles County Solicited a Business Solution Rather
than Dictating One

Los Angeles County did not tell the vendor how to build the system
(although standards, such as the use of relational data base management
systems, were specified in the RFP). Rather, the County demanded a
level of service, leaving the competitive private sector to provide the most
cost-effective technical solution. This follows closely with
recommendations made by the Governor’s Task Force Government
Technology Policy and Procurement in its August 1994 report. This
report calls for a major overhaul of how the state buys and implements
information systems.

The Proposed LEADER Contract Shares Risks with the
Vendors

The LEADER contract defines response time requirements, a formula for
availability calculations, and computation of damages for failure to meet
time-based performance standards. The contract provides for response
times for most transactions to range from two to three seconds 95 percent
of the time, with no transaction to exceed 18 seconds. The vendor must
provide a stable system, which is available to on-line users 98 percent of
the time Monday through Saturday from 5:45 a.m. to 9:00 p.m. Further,
it is the vendor’s responsibility to distribute software changes (such as
new eligibility rules) in a timely fashion.



Commitment of
Department Resources
Throughout Life-
Cycle Development of
LEADER Is Essential

MAGIC and
LEADER May Cost
Less, Provide Greater
Benefits, and Perform
Better Than NAPAS

NAPAS Was Less
Expensive to Develop
and Pilot Than
LEADER or MAGIC,
but Provides Fewer
Benefits

Los Angeles County’s LEADER system may be a viable statewide
solution, assuming the project is managed to the contract, achieves the
planned schedule, and meets performance requirements specified in the
County’s RFP and the vendor’s proposal. Los Angeles County requires
guidance in the interpretation of policy and the best approaches to
implementing that policy. It is not sufficient for the department to be
involved only during acceptance. The department’s commitment will be
required during the early design phase. In this manner, agreement on
approaches can be achieved early in the design process when changes are
both less costly and less time-consuming.

* * * * * * * *

The following is a comparison of the NAPAS, MAGIC, and LEADER
systems across several measures including costs, maintainability,
performance, and openness. We relied on the best data available from the
department and the counties to prepare these conclusions. It is important
to note that LEADER is a proposed system, not an existing system such
as NAPAS and MAGIC. Therefore, the actual results of LEADER may
differ from the proposal, and such differences could be significant.

In this section, we discuss the NAPAS system in Napa County and the
ISAWS system in the 14 ISAWS counties together whenever possible.
Though each county is running exactly the same application, the technical
environment differs between Napa County and the ISAWS counties,
because Napa County is running NAPAS on its own processor. Some
statistics presented in the following discussion include the ISAWS
counties and are footnoted accordingly. The reader should understand
that the results of the NAPAS system in Napa County cannot
automatically be extrapolated to the ISAWS counties or statewide. The
costs and benefits of any system, including NAPAS, MAGIC, and
LEADER, would likely be different on a statewide basis than those that
were present in this chapter because of economies of scale, changes in
hardware costs, implementation of a statewide network, and unique
requirements of each county’s operating and fiscal programs.

Based on the comparisons, other solutions to welfare automation exist in
California. Based on actual experience in Merced County, and upon a
review of the proposed LEADER systems, these two California
alternatives cost less, provide greater benefits, and may perform better
than NAPAS. Though NAPAS appears to a user to do what it is
intended to do and has reasonable response times now, our concern with
NAPAS relates to its design as a county-based, centralized system, using
a single vendor’s proprietary platform, and to the department’s migration
plans for NAPAS.

As can be seen from Figure 3-1, at $8.7 million and $13.7 million
respectively, NAPAS and MAGIC cost significantly less to code, test
and pilot in one site than LEADER will at $42.1 million. These costs
include the computer hardware and software to develop and pilot the
system. NAPAS costs include the costs of personal computers
purchased for eligibility workers because these costs could not be
identified separately. For Merced County, the cost of 200 personal
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computers are not included. In the case of LEADER, only the costs of
piloting to the initial pilot welfare office is included, because one office in
Los Angeles County is more comparable to implementation in Napa
County or Merced County than county-wide implementation in Los
Angeles County, which consists of 49 welfare offices. The costs of case
conversion and training are not included in these costs, because they tend
to be relative to the size of the county and would not allow a fair
comparison between the cost of developing each system.

Figure 3-1

Millions of 1994/95 Dollars

NAPAS (a) MAGIC (a) LEADER (b)

(a) NAPAS and MAGIC development costs do not include significant architectural or functional
enhancements needed to implement one system statewide, nor any cost for integrating County
General Assistance prgrams. LEADER does include these enhancements and costs.

(b) LEADER estimated development costs do not include any costs for foster care programs. NAPAS
and MAGIC do include foster care programs.

Expected benefits for LEADER after the system is fully operational are
estimated at $88 per 1993/94 case. These LEADER benefits are based on
error rate reductions, increased welfare payment collections, and
eliminated current data processing costs. Los Angeles County does not
assume any savings in administrative costs (e.g., worker salaries and all
overhead costs). Administrative costs savings in Napa County since
NAPAS was implemented are $36 per case. Cost savings in Merced
County after MAGIC was implemented are estimated at $175 per case in
1993/94. Napa and Merced County savings are net of state average
annual savings achieved by all other counties. Figure 3-2, on the next
page, compares annual benefits.
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because there has been no statistically valid measure of error rates in either county.

Comparing benefits over three years in relation to total costs for the
system including three of operations provides insight to the effectiveness
of the system. LEADER produces $4.82 of savings per dollar spent per
case, much greater than either NAPAS at $0.13 per dollar cost or
MAGIC at $2.39 per dollar cost. MAGIC and LEADER produce, or
may produce, greater benefits than costs; NAPAS does not. The
relationship of benefit dollars to total costs per case is illustrated in
Figure 3-3, below.

Figure 3-3
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Easier to Modify
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Improved Service
Levels
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Deloitte & Touche will provide rules and regulations maintenance for
NAPAS/ISAWS for $3.9 million in 1995. Merced County’s contract
with Andersen Consulting provides rules and regulations maintenance
during fiscal year 1994/95 for $2.8 million. Unisys/Deloitte & Touche
will begin rules maintenance for LEADER, if the system is finished on
schedule, in 1999 at an annual cost of $3.6 million.

In addition to vendor activities, state and county staff help with rules
maintenance, including design and acceptance testing of changes. These
additional activities are budgeted at $2.9 million for NAPAS in 1994/95,
and $0.3 million for MAGIC. It is not known what Los Angeles County
costs may be. Table 1, below, shows the total NAPAS rules
maintenance costs at $6.8 million, MAGIC at $3 million, and LEADER
costs estimated at $3.6 million (county and state costs are not included in
the LEADER estimate).

A backlog of undeveloped rule and regulation changes has accumulated
for both MAGIC and NAPAS. As Table 4 indicates, NAPAS has a
backlog of approximately 200 changes, which the department believes
will take about 49,000 hours or an estimated $3.0 million to resolve.
Merced County estimates it will take $1.0 million dollars to complete its
31 undeveloped rules and regulations.

Table 1
Maintainability of Welfare Automation Systems

Annual System Maintenance $189(a) $41 $5(b)
and Operations Costs per
Case

Annual Hours to Maintain 119,487(a) 28,394 48,000(d)
Rules(c)

Annual Cost to Maintain $6.8(a) $3.0 $3.6(d)
Rules(c) (millions) ‘

Rules Backlog as of December 139(a) 31 N/A
1994

Estimated Cost to Resolve $3.0(a)(e) $1.0 N/A
Backlog (millions)

(a) These costs and hours are for Napa County and all. ISAWS counties )

(b) Assumes 1999/2000 year rates converted to 1994/95 dollars and 1994/95 cases

(c) Includes state, county, and vendor

(d) Includes vendor only

(e) Includes cost to fix all 200 MCRs, including 139 rules, and approximately 60 non-
rule changes

Eligibility workers in Napa County and Merced County are handling
more cases. Table 2, on the following page, shows that Napa County
averages 169 cases per worker, while Merced County averages 273 cases
per worker. Workers also are handling cases more quickly. Elapsed



MAGICIs An
Efficient System

times between initial applicant screening and benefit issuance went from
an average of 45 days in each county in 1989/90, to between 1 and 24
days in Napa County in 1993/94, and one to four days in Merced
County. Merced County believes the shortened delivery time for benefits
has been instrumental in reducing the percent of immediate need cases
granted from 6.1 percent to 1.5 percent.

Table 2
Performance of Welfare Systems in Automated Counties

Non-duplicated Cases per 169 182 273 N/A
Eligibility Worker
1993/94
Time to Benefit Issuance 30-45 days 1-24 days 1-5 days N/A
Immediate Need Cases N/A 13.1% 1.52% N/A

Granted as a Percent of
Total Applications

Response times for NAPAS and ISAWS prior to February 1995 was
poor. Actions taken by the department have improved response times to
under 10 seconds for screen-to-screen transactions. EDBC is still taking
between two and five minutes. In Merced County, screen-to-screen
response times range from instantaneous to 10 seconds. EDBC takes up
to 2 minutes to run in Merced County. An EDBC runs on an individual’s
workstation in Merced County, so there is no contention for processing
resources, as there sometimes is with the NAPAS/ISAWS system, which
is run on a central mainframe. Response times now are nearly the same
in Napa and Merced County, except for EDBC. Los Angeles County is
requesting guarantees that LEADER response times be under three
seconds for more than 95 percent of transactions; exception transactions
must not exceed 18 seconds.

MAGIC appears to make more efficient use of processing time and disk
storage space as shown in Figure 3-4, on the next page. To work a
case in Napa County an average of 164 transactions are submitted. An
average of 50 transactions are needed per case in Merced County.
Further, an average case in the NAPAS/ISAWS system requires 274,000
characters of data, while an average case in the MAGIC system requires
60,000 characters of data.

Page 3-15



The MAGIC System
Distributes Presentation,
Processing Logic, and
Data To A Greater
Degree Than Either
NAPAS or LEADER
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Figure 3-4
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Distribution is a matter of degree, not a yes/no condition. What must be
determined is the appropriate distribution of computer hardware and
software between the end user (eligibility worker) in the counties and the
State. The purpose of the hardware and software is to provide a technical
platform to run the automated system, which in turn supports the
business process.

The Gartner Group provided a model for discussing types of client/
server systems which is applicable to this topic. Exhibit 3-1, following
this page, provides a graphical summary of this continuum. Distribution
is classified based on three architectural components of a system:

a Presentation management (screens seen on workstation)
Q Application processing
Qa Data management.

Each of these architectural components may be distributed separately or in
conjunction with the others. Moving from left to right across Exhibit 3-1:

Q The left most architecture represents no distribution of
presentation, processing logic, or data. This is a fully centralized
architecture and is not a part of the Gartner Group spectrum. The
NAPAS/ISAWS system fits the centralized model.

Q The second architecture represents a basic “screen scraper”
adaptation of a centralized system in which some presentation
management, all data management, and all application processing
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logic are performed on the central mainframe. Only the
reformatting of text into a graphical form is processed on the local
workstation.

Q The third architecture is similar to the second, except _alli
presentation management is on the workstation. Application
processing and data management are still centralized.

Q In the fourth architecture, screen presentation management is
local. Some processing logic is centralized and some localized.
Database management is centralized. The proposed LEADER
system best fits this model. All eligibility worker functionality is
done at the workstation, other processing, like client
correspondence and management reporting, is done at the
mainframe.

a In the fifth architecture, both presentation (screen) management
and application processing are conducted local to the user. Data
management is still centralized.

Q In the last architecture, presentation management and application
processing are local to the user, whereas database management
(and the data itself) is spread between local servers and, possibly,
a central site. In this situation, cases particular to a county would
be held in that location, whereas statewide data, such as the
central index of all applicants known to welfare, would be held at
the state, but available to, and updateable by, all counties.
MAGIC is a hybrid of this last architecture and the fourth
architecture. MAGIC splits processing as LEADER does
between the workstation and the mainframe, but MAGIC also
distributes one day’s cases to the fileserver. This movement of
data to the fileserver is not a true distribution of data, because it is
a duplication of data on the mainframe.

The spectrum of sophistication, and technical risk, increases from left to
right in Exhibit 3-1. Systems of the form on the left side of the diagram
are typical of older technology. Those of the form on the right side of the
diagram are less common today, but increasing as the maturity and
acceptance of distributed tools increases.

The distribution of screen presentation, application logic, and data
management is a decision which should be left up to the vendor
submitting a qualifying bid. The state should not require that any one of
these three functions be either centralized or decentralized. The key in
procuring a solution to welfare automation is whether the solution meets
the business needs of counties and the state, and does so at a cost-
effective price.

There is a requirement to sometimes allow counties access to case or
client information in other counties to transfer a case to another county or
to verify an applicant’s status in other counties. The need to share case or
client data must be carefully analyzed before a decision is made to store
either centrally, and a role of the department is to provide for this
transfer.



NAPAS is Highly
Proprietary

Exhibits 3-2, 3-3, and 3-4, following this page, show the way
processing logic and data are distributed across the technical architectures
of NAPAS/ISAWS, MAGIC, and LEADER, respectively.
NAPAS/ISAWS is a fully centralized system with all presentation,
processing logic, and data management done on a mainframe. MAGIC
and LEADER follow the guidelines above, distributing processing to the
workstation and performing a few functions, such as file clearance, on
the mainframe.

NAPAS/ISAWS, MAGIC, and LEADER all have central data
repositories for case and client data, although Merced County replicates
daily cases on the fileserver. Merced County has incorporated redundant
data into its design of MAGIC by downloading a copy of the current
day’s cases to the fileserver. Whereas fully distributing the case files
might be preferable, Merced County has had few problems with data

integrity.

There are many definitions of openness. Two of the most common are:

A system is “open” if it is possible for any interested party to
participate in a bid, with no advantage given to any one participant

a A system is open if a software package that works on one
computer will work on all others of the same standard class.

While both definitions are applied in this section, emphasis is given to the
former because the ability to openly procure systems is a requirement of
state systems. The systems include a mix of mainframes, file servers,
and workstations. We look at the openness of all three below.

Table 3, following the exhibits, is a summary of the following findings:

Q NAPAS is more proprietary than either MAGIC or LEADER on
the mainframe, because of MAPPER. NAPAS, while it is fully
centralized and does not have a separate workstation tier, can
connect to dumb terminals or personal computers.

Q The mainframe portion of MAGIC is under many, but not all,
definitions open. Though it runs on an IBM-compatible
mainframe, and third-party vendors can certainly compete in an
open procurement for MAGIC, IBM controls the standards. For
the same reason, the VM or MVS operating system is not always
considered open, because it runs only on an IBM compatible
mainframe. MAGIC uses a VSAM database management system,
which is open. It also uses a management system called
ADABAS, which has a relational structure, which is open.
Nevertheless, ADABAS does not use standard query database
calls, which limits the use of third-party tools with ADABAS.
Natural, a fourth-generation language used with ADABAS, is
proprietary, but MAGIC also uses the COBOL application
language, which is open.

Page 3-19
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Q LEADER, like NAPAS/ISAWS can only run on a Unisys
mainframe with a Unisys operating system, and is closed. The
database management system for LEADER, RDBMS, is open,
but runs under proprietary Unisys software called Data Central.
LEADER uses COBOL, which is an open application language.

Table 3
Mainframe Openness

NAPAS [ ] o
MAGIC O ) ) J
LEADER [ L ) O

@ Proprietary D Partially Open O Open

As shown in Table 4, below, both MAGIC and LEADER have open
fileserver platforms. Both systems run under UNIX, which is
considered truly open, because it is based on independent standards that
are not controlled by any one vendor. This also is true for both hardware
and the operating systems. Both Ingres (MAGIC) and Sybase
(LEADER) are open database management systems. Both systems use
“C” language, which is open. In addition, LEADER utilizes COBOL.

Table 4
File Server Openness

NAPAS N/A N/A N/A N/A
MAGIC O O ©) O
LEADER O O O O

® Proprictary D Partially Open O Open

Table 5, on the next page, illustrates that LEADER’s workstation
platform is more open than MAGIC’s. MAGIC uses an expert system,
and no industry standards have yet been established for expert systems.
As a result expert systems tend to be proprietary, such as AION on
MAGIC. Desqview, while not proprietary, is no longer a leader in
operating systems as it used to be and there are fewer third party vendors
creating software for it. The hardware and primary software (DOS,
Windows, and GUI) used by LEADER at the workstation is considered
open.
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Table 5
Workstation Openness

NAPAS N/A N/A N/A N/A
MAGIC O ) N/A O
LEADER O O N/A O

@ Proprietary D Partially Open O Open

Table 6, below, provides an overall openness of each system. Because
NAPAS/ISAWS runs entirely on a Unisys mainframe and software
platform, and this platform is closed, the system is considered highly
proprietary; it would not be possible for any other interested party to
participate in an open bid for NAPAS, without advantage being given to
Unisys. LEADER and MAGIC represent a combination of open and
closed elements. MAGIC could be competitively bid, without giving any
one vendor an overall advantage. Vendors dealing in IBM-compatible
hardware and software would have an advantage over others. It would
be difficult to bid on LEADER without the involvement of Unisys,
because LEADER’s mainframe hardware and operating system is tied so
closely to this one vendor.

Table 6
Overall Openness

NAPAS [ o |

MAGIC O ) J L
LEADER ) ) > O

® Proprietary D Partially Open O Open

As the NAPAS/ISAWS system is implemented in each ISAWS county,
the department assists that county in building related interfaces to county
systems. Where county system interface files exist, they are being
retrofitted to meet the ISAWS interface standard. In a few cases, where
no automated system exists in the counties, referral reports are printed to
be used with the manual system in place. Of the 18 interfaces counties
requested most frequently during the 1992 All-County Survey conducted
by the department in 1992, ISAWS currently provides 11. NAPAS
provides five county interfaces within Napa County. MAGIC provides
Merced County with six of the top requested interfaces.



Both NAPAS/ISAWS
and MAGIC Are
Highly Reliable
Systems

Both NAPAS/ISAWS and MAGIC have had very few system problems.
The respective data centers have been able to provide upwards of 99
percent availability of the systems. Los Angeles County believes
reliability of LEADER also will be high, because it plans to require the
vendor to meet specific performance standards in the contract. If
NAPAS/ISAWS were to fail, all workers would be impacted because no
eligibility worker in the entire system would be able to work on the
system if the mainframe were to fail.

If the mainframe were to fail on the MAGIC system, workers could
continue, to work continuing cases, on the fileserver for up to a day, and
input new cases, because application processes reside on the workstation.
If the fileserver for MAGIC went down, it would affect only the
eligibility workers using that fileserver. If a workstation went down,
only one eligibility worker would be affected, and only until another
welfare workstation could be located.

The impact of workstation failure is the same for LEADER as it is for
MAGIC. Inasmuch as little work is done on the fileserver, failure of the
server on the LEADER system also would have minimal effect. Some
static table data would have to be looked up manually. However,
because all data will reside on the mainframe, a system failure on the
mainframe would make it impossible to work continuing cases. New
cases could be entered if new cases could be temporarily stored on the
fileserver or workstation. Hence, of the three systems, the impact of
failure overall on the MAGIC system is the smallest.

Exhibit 3-5, following this page, presents a summary and comparison
of the three welfare automation systems, NAPAS/ISAWS, MAGIC, and
LEADER. The exhibit displays indicators of system cost, maintainability,
performance, openness, operability, and system reliability.
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Chapter 4 The Department Of Social Services Has
Mismanaged Statewide Welfare Automation

The Statewide Automated Welfare System (SAWS) project is the
largest information technology project ever undertaken by the state.
Also, this is the first time the Department of Social Services
(department) has been directly responsible for developing, installing,
converting, and operating any information technology project even near
this size. Efforts to automate welfare operations statewide go back as
far as 1966, all without success. As the department has said, it is their
“ability to manage and complete the complex logistical, organizational,
and cultural changes that will ultimately determine the success of
SAWS.” Unfortunately, on a wide number of criteria, the department
has not been successful at meeting their own criteria:

Q The department has failed to implement welfare automation, has
no formal vision for the project, and has not projected a date for
when welfare automation will be implemented statewide

Q The department has never established measurable objectives for
automation, making it difficult to hold anyone responsible for
not completing statewide automation

Q The department has not developed performance measures to
evaluate the effectiveness and efficiency of interim SAWS
(ISAWS)

a The department has not reported costs to-date, and is unable to
easily do so with its accounting system

a The 1993 evaluation of alternative systems which resulted in the
selection of NAPAS as the single statewide system was flawed

Q The backlog of required modifications to the NAPAS/ISAWS
software to keep it current with welfare rules and other changes
may take up to $3 million to resolve. Counties are expressing
serious concerns with the management of ISAWS
implementation, and feel like “passengers” rather than
“partners” in ISAWS.

Without a clear, consistent, and documented strategic plan, development
becomes impossible to manage, benefits from automation are lost,
counties fear that welfare automation may never materialize, and the
project’s scope continues to change ad hoc. The situation creates a
significant risk exposure to the State’s General Fund for on-going and
increasing costs for welfare automation planning work and ISAWS
implementation activities. Without clear timelines, costs, and
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assignment of responsibilities, it is not possible for the department to
determine whether clear progress is actually being made on welfare
automation.

Though staff at the department are dedicated, hardworking, and well-
intentioned, six changes in the department’s welfare automation project
director in the last eight years has disrupted planning, management,
monitoring, and communications on the project. Annual reports to the
Legislature are up to two years late, often tied up in the agency
secretary’s office, and do not comply with statutory reporting
requirements. There is a lack of leadership, clear authority, and
accountability for what needs to be done to implement welfare
automation.

Stakeholders in welfare automation have compelling, and at times
conflicting, interests and have not reached consensus nor accepted a
viable and cost-effective SAWS strategy. A significant factor
contributing to delays is the conflict between these stakeholders:
counties, the state, the federal government, and the vendor community:

Q Counties want control of operations, want to use existing staff
and equipment, and want to ease their caseload burden

Q The state would like to have single system maintenance and
receive as much federal funding as possible

Q Federal agencies have vacillated on the number of systems they
would allow, but do want the most cost-effective solution

Q Highly competitive vendors want a share of this very large
procurement.

It is very difficult to convince 58 different counties, with 58 different
ways of providing welfare services, to adopt to one way of doing things.
Stakeholders have not reached a consensus nor accepted a viable and
cost-effective SAWS strategy.

After 10 years and $100 million, the department has automated only
two small counties. As a result of poor management, we estimate that
statewide implementation is 10 years behind schedule and 16 years after
the Legislature initiated welfare automation. The project is significantly
over budget and may not produce the benefits expected from
automation. After adjusting the department’s own estimates to reflect
fiscal year 1994/95 dollars, the ISAWS project will not pay for itself in
the 7.5 years the department projects costs and benefits, and this does
not include $100 million already spent through fiscal year 1993/94.
Counties are not being provided tools critical to effectively and
efficiently deliver welfare services, and are struggling with limited
budgets to meet their responsibilities while welfare cases and the rules
governing them continue to increase. The U.S. Department of Health
and Human Services has advised the department that they would like to
see welfare automation implemented by 1998. It is possible that this
federal agency could suspend funding if the state does not meet an
agreed upon schedule.



The Department Did
Not Follow Through
on Its Original Plan
to Develop Welfare
Automation

In a 1983 report to the Legislature, the department encouraged the
Legislature to adopt its proposed automation approach. Specifically, the
department recommended that the state proceed with the automation of
California’s county-administered welfare system in a manner that takes
advantage of existing county systems and county computer centers that
are already equipped and staffed for operating the welfare system. The
department planned to develop the system in modules, and provide a
completed module to selected counties. Each county consortium would
maintain their own host computer site, and all processing, with
exception of some statewide reporting and file matching, be performed
at county consortium sites.

As presented in Appendix A to this report, the department made
numerous and significant changes over the years to how welfare
automation would be deployed, in response to county concerns and to
federal conditions for receiving enhanced funding.

Q In 1985, the department planned to provide counties four or five
options for automation
Q By 1989, the number of system options available to counties was

reduced to two, while Los Angeles County obtained state and
federal approval to develop its own system. Two counties, Napa
and Merced, began work on alternative pilot systems, Napa
being Unisys compatible and Merced being IBM compatible.
The department envisioned that once the two systems were
effectively implemented, the remaining 55 counties could select
from the system which best fit their needs

Q In late 1991, the department decided to stop all SAWS work and
- evaluate the two pilot systems being developed, though not to
pick one system over the other

Q In 1993, the department then selected NAPAS as the single
statewide solution to be implemented statewide within three
years

Q Two months later, the department proposed ISAWS to pilot
NAPAS in 13 counties as an interim step to test the costs,
benefits, and performance of welfare automation

Q In 1994, the department then proposed MPSAWS, a multi-
platform concept to demonstrate if NAPAS could run on
different operating environments

a In July 1994, the federal government met with department
officials to discuss conditions for gaining federal agreement with
the department’s proposed new, MPSAWS vision for welfare
automation. These agencies held off putting their conditions in
writing to allow time for the department to formally respond to
the conditions. The department has not done so
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Q In November 1994, the federal agencies then demanded the
department submit for federal review a significantly revised
vision statement which addresses each federal condition, and to
document the counties’ commitment to the state’s overall
strategy.

The U.S. Department of Agriculture believes “that support for the
central core vision of the CDSS appears to be fading.” The federal
agencies’ conditions now limit the strategy to no more than four system
projects (Los Angeles being one), each consisting of a consortium of
counties, with the state maintaining overall management and project
oversight. At that time, the U.S. Department of Health and Human
Services stated that it would “not approve funding for activities which
begin to implement a yet-to-be agreed upon project strategy or vision.”
The U.S. Department of Agriculture (Food and Nutrition Service) stated
that it will “continue only financial support for welfare automation at
the level necessary to sustain progress toward implementation of the
automation plan for a single statewide system that was agreed to in
1993” with the selection of NAPAS. In other words, because the
department has not produced a strategic plan, the federal government is
approving funding now for only the NAPAS and ISAWS system.

A major driver of the course taken by the department over the last ten
years was the federal government’s conditions to receive enhanced
funding for welfare automation. Some of the development activities
were eligible for a larger contribution (up to 90 percent for AFDC
related costs) from the federal government if the state met certain
conditions. As described in Appendix F to this report, while the
department vigorously pursued enhanced funding, the federal
government changed the conditions from multiple systems to a single
statewide system.

The department never did receive enhanced funding for welfare
automation, and delays in agreeing upon an approach was a cause. The
1986 Advance Planning Document (APD) identifies which activities
and costs are eligible for enhanced funding. The department expected
the federal government to contribute $39 million over the normal
federal share of costs. Because of delays in the project, the department
lost the opportunity for enhanced contributions from the federal
government.

In 1995, the Department of Finance approved the $94 million
September 12, 1994 Special Project Report for ISAWS, subject to a
number of conditions. Department of Finance requested the department
to present a fully developed strategic vision to the federal government.
Department of Finance expressed its concern that federal agencies did
not approve the expansion of ISAWS, following the department’s
inability to adopt a vision for welfare automation. Department of
Finance is concerned that this situation creates major risks for the
General Fund.



The Department Has

Done an Inadequate

Job of Planning for

Statewide Automation

During our brief review of the department’s management activities, we
found the following examples of poor planning by the department:

Q

There is no project charter or strategic plan. Such a charter or
plan would define the scope of statewide automation and what
the project is committed to deliver, as well as costs, timelines,
resources, controls, and standards within which the project is to
be completed. Without this charter or plan, it is difficult to keep
the project on a consistent course within the boundaries of the
strategy, to understand when the project will be implemented, or
to assign and manage the resources needed to implement the
plan. Without such plans, the department must manage by
“event” rather than by plan; the result is a project that is late,
over budget, and unable to deliver promised benefits.

There are no measurable objectives established for ISAWS, nor
are there sufficient performance measures tied to goals and
objectives. Objectives developed by the department include
words such as “improve” and “achieve” but do not mention by
how much or by when. Without measurable or time-specific
targets, objectives are vulnerable to the broadest or narrowest
interpretation. The lack of measurable objectives, coupled with
the high turnover in the welfare automation Branch Chief,
makes it difficult to hold an individual or the department
accountable for project success or failure.

There is no risk assessment plan. Such a plan would describe
areas of concern that might prevent the department from
achieving project objectives, and present a plan to minimize the
likelihood and impact of a known risk factor to the project. In
its 1994 report, the Governor’s Task Force on Government
Technology Policy and Procurement places the ability to
manage and mitigate risk at the center of redefining the public’s
trust in the state’s ability to manage information technology
projects. Without such a plan, the department is unable to
anticipate risks and reduce their impact on statewide automation.

The department has not prepared a revised budget estimate or
workplan for statewide automation. As a result, the Legislature
does not have adequate information on what welfare automation
has or will cost.

Though ISAWS has diverted activities away from statewide
welfare automation, there are still nearly 40 positions authorized
at the statewide welfare automation Branch doing statewide
welfare automation planning. With no statewide welfare
automation efforts, it is unclear what the responsibility of this
Branch is.

The department has used outdated data and made mistakes in
preparing cost estimates of statewide automation and ISAWS.
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The Department Has As examples of poorly managing the implementation of statewide
Done an Inadequate automation, we noted the following:

Job of Implementing

Statewide Automation QO
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The two primary products from the first ten years of effort and -
$100 million are automated welfare systems in two counties,
Napa and Merced. These two counties account for one percent
of all cases statewide. Some ISAWS work began in 1993/94. A
third product is an expanded Medi-Cal Eligibility Data System
(MEDS) file, which already existed in 1984. This file, which
tracks all persons “known to welfare,” was expanded to include
non-assistance food stamp population who are not Medi-Cal
eligible. This addition to MEDS should reduce the potential for
fraud in food stamps. An estimate of this potential reduction has
not been prepared by the department.

The department spent several years developing other products
for SAWS which were either not used or which were ineffective.
These included developing modules of SAWS, such as
automated eligibility determination, then providing these
modules to selected counties. This strategy was abandoned
around 1988 with the selection of Napa and Merced Counties as
pilots for SAWS. The department also continued work on
program logic statements (which document welfare rules in a
format suitable to be coded into computer programs) and “side-
by-side” documents (which examine regulations in all three
federal welfare programs to chart and remove duplication).
Both Napa County and Deloitte & Touche (the vendor for
NAPAS) said they did not use either of these documents as a
programming tool.

The department places responsibility for welfare automation too
low in the department hierarchy to command authority and focus
accountability. SAWS is a high risk project and demands the
full-time attention of at least a Deputy Director in the
department. In March 1993, the Food and Nutrition Service also
expressed concern to the department that the welfare automation
project manager was too low in the organization to have the
“implicit and expressed authority to successfully manage the
statewide implementation of welfare automation.”

The department has changed the welfare automation project
manager six times in the last eight years. This disrupts
leadership on the project, as well as planning, monitoring, and
communications.

The department is spending money on unneeded enhancements
to NAPAS and ISAWS. Approximately $227,000 was spent on
an abandoned effort to centralize the printing of warrants.
Another $479,000 has been spent on a graphical user interface to
NAPAS and ISAWS, an enhancement not needed to effectively
use the system. Nearly $2.7 million was requested for eight
other enhancements for which the federal agencies recently
stopped further funding.



Solutions are not developed in partnership with expert vendors
who may be able to implement welfare automation more quickly
than the state can. In Chapter 3, we discuss Los Angeles County
as a good example for the state of how a large welfare
automation project can be effectively planned and competitively
priced to maximize the public’s return on investment in the
project. ‘

Up until late 1994, no single person was assigned responsibility
for ensuring that a given public policy rule change is made to the
software supporting eligibility workers. Recent changes by the
department are designed to clarify responsibilities for rules
changes and to improve the performance of its maintenance
change operations.

Some counties feel frustrated because they no longer are
involved in welfare automation planning or implementation.
Without continued, active involvement of counties the project
has lost direction, sponsorship, and support.

The implementation schedule for ISAWS slipped from
15 months to 27 months during 1994, as documented in the
department’s September 1994 Special Project Report.

According to county ISAWS managers, the department’s
procedures to notify counties of new software releases is
inadequate. Counties tell us that they are not regularly informed
of changes made to ISAWS, and so are not always prepared to
handle the changes. Also, the system which tracks and responds
to County requests to modify the system is difficult to use.
Department responses to user requests are difficult to track, are
unclear, and are sometimes incomplete.

The department is spending $4.6 million in unnecessary
equipment by supplying personal computers for ISAWS
counties instead of the required “dumb” terminals. In addition,
the department also is purchasing software to make each
personal computer run like a dumb terminal so it can be used for
ISAWS. This strategy carried out statewide (excluding Los
Angeles County) would cost $41 million more than is needed to
use an ISAWS application statewide.

If the PCs which the department is supplying counties are
eventually used as a PC, there could be costs of up to $35,000
for each PC that is not planned for. These costs include
upgrading the PC and its software, formal and casual learning,
help desk hours consumed by the user, peer support, and
network and support to communicate with other PCs and
printers. These life-cycle costs of a PC were documented by the
technology research firm Gartner Group, and published last
year.

The department purchased approximately $333,000 in
equipment for 42 counties which are not being used for
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statewide welfare automation. A PC, laser printer, and desktop
software was provided to planners in 42 counties who are not
involved with statewide welfare automation. This equipment
effectively became gifts to counties.

Our key concern is that the department does not track and report the
system’s costs. Neither the department nor federal agencies could tell
us how much they spent on welfare automation, and neither stakeholder
has monitored or reported total welfare automation expenditures to-date.
Though required to do so by Section 10822 of the Welfare and
Institutions Code, the department has never included the total costs of
the system in any of its nine annual reports to the Legislature. This
section requires that the department provide an annual report to the
Legislature on March 1 each year, beginning 1985, that contains, among
other information, the following:

Q The effectiveness of the system as measured by dollar error rates
Q The costs and savings of the system
a The fiscal impact of the system on the administration of such

public assistance programs.

None of the information above has been presented in any of the nine
annual reports submitted.

The department also splits the planning for welfare automation into
three separate federal or state planning documents, making it difficult to
understand the total scope and cost of work being conducted by the
department, Health and Welfare Data Center (HWDC), UC Davis,
counties, and vendors. We found no state or federal management
reports of actual project-wide costs to-date, nor any reports tracking
budgeted to actual full costs of the department’s welfare automation
efforts. We found no evidence that the Department of Finance or the
federal control agencies ever asked for, or received, any reports of what
has been spent to-date or how actual costs compare with originally
budgeted amounts. Without a comprehensive budget management and
reporting process for welfare automation, it is nearly impossible to
control costs, measure progress, and manage risk.

Further, the department has not established metrics to determine
whether welfare automation is performing. These metrics could include
costs, return on the public’s investment in the project, baseline and
planned error rates, and timing. As an example, error rates for Napa
County and Merced County have not been measured before or after
implementation to determine whether either system has “ensured
accurate computation” of benefits. Without good metrics, the
department has not been able to manage the project to a reasonable cost,
time frame, and benefits.



The Department’s The department has prepared the Interim System Evaluation Plan to
ISAWS Evaluation assess the viability of ISAWS. The department positions the plan as an
Plan is Flawed open-ended information gathering exercise. It does not aim to challenge
current thinking and assumptions, but rather to confirm past
assumptions. Nor does it set measurable performance targets for either
the state or the counties. The department did not take the opportunity to

increase the benefits achieved from the pilot.

The primary purpose of the ISAWS evaluation is to:
“confirm cost and benefit statewide assumptions and to
document important implementation and technical
strategies lessons learned (sic) which will be used for the
procurement of vendor services to support the statewide
implementation of welfare automation.”

The goals of the evaluation are stated as follows:
“Information will be periodically released that will:

Q Confirm or be used to modify assumptions used for cost
estimating purposes

Q Confirm effectiveness and appropriate mix of requested
implementation services and strategies

] Confirm state and county roles and responsibilities

a Provide technical information for use by potential
bidders in the RFP process

a Confirm or be used to modify statewide benefits
assumptions

] Assess impact of service delivery on client.”

Conducting such a large implementation evaluation solely for the
purpose of confirming estimates and assumptions is unusual. ISAWS,
by its nature as an interim system, is introducing delay, and its
evaluation plan does not compensate for this delay by exploiting the
opportunity to capture, share, and review findings, or resolve issues at a
working-level county forum. It is noticeable that of the 64 phased
activities in the evaluation schedule, counties are responsible for none
of them. This lack of a customer focus creates distrust and cynicism, as
well as fear that the product will not be delivered.

The evaluation plan should have specified:
Q The decisions to be made
] The information requirements necessary for those decisions

Q The resources necessary to capture the information.
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Otherwise, there is a risk that the ISAWS implementation will be
conducted without advancing the knowledge or reducing the concern
associated with ISAWS statewide.

There is no “litmus test” for success. The ISAWS evaluation plan does
not describe what information is missing, nor what questions need to be
answered before the state can make a determination to proceed, nor on
what basis the cost/benefit case would justify statewide implementation.
Because it is unclear what conditions are required for success, ISAWS
may become just another step in an inevitable misguided direction as
sunk costs continue to accumulate. Given that this direction includes a
sole-source procurement with no penalties for unacceptable results, that
inevitability could be costly.

Further, the evaluation plan contains the following assumption:

“The evaluation plan must be completed to the extent
possible within existing CDSS and DHS [Department of
Health Services] departmental resources.”

Consequently, there is no assurance that the plan per se will be
completed, or result in all the information necessary for decision
making being captured, as the department may have to curtail fact
gathering to match resources.

If the financial analysis section of the evaluation plan is implemented, it
will result in answering the question, “How much does it save?” The
county cost data being collected includes the same information we
presented in Chapter 1 where we discuss county administrative costs
and savings. For four years, beginning fiscal year 1989/90, and at six
months after completion of each county’s case conversion, the
department plans to determine among other statistics, total county
administrative costs per case, EDP development costs, maintenance and
operations costs, case per worker, support ratio (overhead costs),
changes in salaries, and training costs. This information will provide a
good measure of county costs and savings. The plan is not clear for
what period of time the post-conversion county costs will be measured.
The department also plans to collect information about efforts made in
each county to improve the efficiency of eligibility functions separate
from welfare automation.

The department must ensure that it measures savings in real dollars
(adjusted for inflation) in order to capture a more accurate picture of
county administrative cost savings. Also, the evaluation plan is not
clear on how non-county costs of ISAWS will be measured (e.g.,
department staff), nor how the savings in county costs will be compared
with the costs of ISAWS. Without defining these measures and
methodologies in the plan, the department has not determined how it
will determine the state’s return on investment in ISAWS.

The department selected four counties (San Bernardino, Ventura, Santa
Cruz, and Trinity) to evaluate at the same time as each interim county
to identify if any of the changes which have occurred in the interim



The Broad Category
of Technical Strategies
Data to be Collected
Confirms That the
State is Taking Full
Responsibility for the
Risks Associated With
the ISAWS
Implementation

counties are possibly the result of factors other than automation. The
control group, if randomly selected, should provide a good benchmark
for the process improvement questions being asked in the evaluation
plan. However, because the full cost and caseload of every county in
the state already is collected by the department, it would be fairly easy
to include all counties when benchmarking statewide changes in
administrative and overhead costs.

The department does not specify a service level agreement which the
vendor must meet, nor test the validity and impact upon the business of
the established levels. Rather, the state is asking a number of questions
about availability of “the Host CPU” and other technical components
such as printers and local area networks. Curiously, these questions are
generally irrelevant for the following reasons:

a Vendors maintain a history of such statistics on all components,
and the state does not need to duplicate this effort

Q The statistics gathered will apply only to the current vendor
(Unisys) of a proprietary system

Q It is the performance of the system as a whole, not its
components, that is important and relevant to the user.

If the department demanded a service level agreement from the vendor,
it would be the responsibility of the chosen vendor to correctly
configure a system in order to achieve the necessary response times.
The ISAWS places the responsibility and risk on the state to configure a
system from the components.

Finally, if targeted response times are not being met, of the
department’s evaluation question of “was the processing capacity of the
host CPU sufficient to meet target response times?” implies the
solution: buy more hardware. In this situation, the department and
HWDC have taken on the role and risks of a system integrator.

The ISAWS evaluation plan persists with the SAWS strategy of a
centralized, state-controlled welfare system, without allowing a control
group of non-ISAWS counties to try alternative interim solutions. If the
current SAWS strategy changes, the results from the technical questions
will be of limited value. In the past, changes in strategic direction have’
resulted in delay while further information is collected and alternative
approaches are tested. Had the previous two pilots in Napa County and
Merced County been correctly formulated, ISAWS would have been
unnecessary. If the welfare automation strategy were to change from a
mainframe-based strategy, the ISAWS technical evaluation would be
irrelevant.
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Mistakes are made by county staff when determining benefits paid to
welfare recipients. Because total welfare payments are billions of
dollars each year, even a slight improvement in error rates can result in
millions of dollars in savings to the state. Counties have in place
procedures and processes to help minimize these errors.

Of the annual savings from welfare automation projected by the
department, one-third is assumed to be from reducing the number of
mistakes made by eligibility workers. Yet the department has not, and
is not, developing the statistical data needed to measure error rates in
either Napa County or Merced County. Consequently, neither we nor
the department know whether the automated systems are achieving
reduced error rates.

Although considerable state staff and funds are spent each year
collecting error rate information in most counties, the department
cannot provide an accurate or statistically valid error rate for any county
except Los Angeles. The department admits it cannot rely on the
information it does collect for monitoring or managing mistakes made
in specific counties other than Los Angeles County. Without reliable
information, the department is ineffective at providing feedback to
counties on what their error rates are, although the department expends
considerable resources to collect the information. Without any valid
measures of error rates (except for Los Angeles County) the department
is unable to determine if Napa County and Merced County have reduced
error rates since implementation of their automated systems.

To evaluate error rates in the ISAWS counties, the department plans to
sample 9,825 “pre-conversion” cases, 1,505 “post-conversion” Phase I
cases, and 8,320 post-conversion Phase II cases. Phase II cases will be
sampled if results of Phase I are not statistically significant. This
sample size appears excessive, considering the manual effort and cost to
do a case review, and considering how the results will be used. The
number selected is apparently needed to determine statistically valid
error rates in the 14 ISAWS counties as a group, using a high (95
percent) confidence level for the results. Because the results of the
sample are to be used to confirm savings from reduced error rates, but
not to impose any sanctions, it may not be necessary to establish such a
high confidence level.

Also, the effort to determine post-conversion error rates for the two
largest ISAWS counties, Kern and San Joaquin, are duplicating other
department error rate measurements. Beginning in October 1995, the
department will begin conducting random samples of cases in the state’s
19 largest counties, including Kern County and San Joaquin. These
new plans will produce, for the first time, statistically valid error rates in
18 of these counties (Los Angeles already has valid error rates).
Therefore, the ISAWS evaluation plan would duplicate efforts in the
two largest ISAWS counties.

It appears to be difficult for the department to provide a complete and
representative assessment of ISAWS. Reports to the Legislature provide
no indication of the significant cost overruns or delays in implementing
welfare automation. Recent statements by the department that the



“product works” give no clue of what it is costing to “make it work,”
nor that the project may not pay for itself until the next century.

An objective of communicating is to keep people informed. Progress
reports should be complete, concise, and realistic, reporting both
success and failure. The purpose of these reports should be to:
(1) report progress toward objectives, as measured against project plans,
(2) report an evaluation of the progress, as measured against criteria in
an overall welfare automation charter, and (3) report problems, issues,
and concerns as appropriate to the proper parties. Reports and updates
should also warn of foreseeable problems, their probability, and their
likely impact. Nothing is ultimately gained by just telling people what
they want to hear.

Examples of poor communications which we encountered during this
review include the following:

Qa The department’s welfare automation progress reports to the
Legislature fail to meet Legislative requirements and commonly
followed business practices for managing, evaluating, reporting,
and adjusting project plans. These reports lack concise tables,
presented at the front of the reports, showing original and
revised costs, benefits, and schedules. These reports have been
up to two years late; the reports due March 1, 1994 and 1995
have not yet been provided to the Legislature.

Q The department’s welfare automation planning reports, which
include Advance Planning Document Updates, Feasibility Study
Reports, and Special Project Reports, do a poor job of
communicating to stakeholders because they are poorly
organized, use confusing terms, bury key progress indicators in
the body of the report, and are not consistently presented.

Q Section 4945 of State Administrative Manual requires a copy of
the SPR be submitted to Legislative Analyst’s Office and to the
Department of Finance. The department provided the
Legislative Analyst’s Office an official copy of the December
20, 1994 SPR one month late, delaying and restricting the
analysis of the department’s budget request for fiscal year
1994/95.

Q The department did not respond to the September 16, 1994,
letter from the Welfare Case Data System Consortium which
described all of their concerns with NAPAS and ISAWS. The
reason provided us is that the letter was not officially addressed
to the department, but rather “cc’d” at the bottom of the letter.
When a consortium of 19 counties representing 40 percent of the
state’s cases is raising a number of concerns, the department
should at least provide a response acknowledging receipt of the
letter and some type of response to their concerns.

Q In the March 10, 1993 Planning APD, the department says an
in-depth analysis was done in the January 1993 SAWS
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Flawed

Evaluation Report. The January 1993 SAWS Evaluation Report
says its evaluation is not “in-depth”

During interviews with Napa County, all ISAWS counties, and the two
MPSAWS counties, there was a general feeling that the state was not
listening to their concerns, and that formal meetings with the state were
not meaningful to counties. Counties have become frustrated with the
department’s inability to deliver welfare automation, and will not
assume the risk of the project (the County Welfare Directors
Association of California’s support welfare automation on the condition
that it is provided for free to the counties). Counties are frustrated
because they need automation now, but the choice offered to them is
limited and alternatives, such as MPSAWS, are not real.

These frustrations reflect the tremendous diversity of needs in a large
state and would be a difficult aspect for any all-county system.
However, because of poor communications, the department loses
credibility with the counties, federal agencies, the Legislature, and
vendors supplying the system. A high degree of lack of trust has
developed because of the department’s statements often conflict with
their actions and progress.

The department conducted an evaluation of NAPAS and MAGIC in
1992, and issued its report January 1993. The department’s evaluation
was conducted by three teams -- financial analysis team, functionality
team, and technology team. The financial analysis team’s primary
objectives were to analyze each alternative’s costs and benefits and the
ability to secure enhanced funding for the alternative from federal
agencies. The team did not concern themselves with business needs.

The functionality team looked at error reduction, end user acceptance,
and benefits. It addressed business needs only superficially. The
department stated “an in-depth system-to-system comparison of
business functions and rules was not an objective of the SAWS
Evaluation.”

Proponents argued that the Merced Automated Global Information
Control System (MAGIC) had greater functionality. The functionality
team was aware of some major areas where this was true, such as the
ability to perform retroactive processing, but discounted them as minor
enhancements. Retroactive processing is applying a new or revised
welfare law which affects how cases should have been determined in
the past. Retroactive processing was not implemented and running in
ISAWS until June 1994 at a cost of $426,078.

Without a detailed functional comparison of NAPAS and MAGIC, the
department was not able to meet one of the evaluation report’s primary
business objectives to “achieve accurate and uniform application of
policy statewide.” The functionality team assumed that benefits from
both NAPAS and MAGIC were equal, and concluded that end-user
acceptance was equal when the current state of development of the
MAGIC system was taken into account.



The 1993 SAWS
Evaluation Report
Measured Costs
Incorrectly

The technology team looked at tactical (short-term, limited need) rather
than strategic (long-term, business need) issues. The department did
not incorporate its strategic business goal of achieving open,
client/server systems in its decision for an automated statewide welfare
system. The technology team concluded that, in the short term,
MAGIC was neither technically nor functionally ready for statewide
implementation, but that a statewide centralized operation of NAPAS
provided operational and maintenance savings.

On the three pages which follow, we identify specific examples of how
the department’s January 1993 evaluation was flawed. We do not
comment on whether NAPAS was the correct choice at the time of the
evaluation, or whether the department actually planned to select one
system over the other going into the year-long evaluation process.
What is important is that flaws noted here tend to lean the evaluation
towards NAPAS and away from MAGIC. The department also failed
to reevaluate the decision when it immediately began adding costs to
NAPAS after its selection in January 1993.

The department chose NAPAS because it was the lowest cost
alternative and “ready,” but then immediately increased the cost by
150 percent, or $3.1 million. The department also decided to use
personal computers rather than dumb terminals, increasing NAPAS
costs by another $37 million for statewide implementation (excluding
Los Angeles County).

The department underestimated the cost of application enhancements
needed for NAPAS to be implemented statewide. According to the
evaluation report, “NAPAS is presently technically and procedurally
ready for implementation in other counties. Only a low risk set of
minor application enhancements are needed prior to further
implementation. NAPAS, either as a county or state solution, would
meet the welfare automation goals and requirements and can be readied
for implementation in other counties immediately following award of a
contract.”

The department estimated the cost of these enhancements at $2 million.
However, three weeks later the department submitted baseline
enhancement costs of $3.1 million to the federal government in its
January 1993 Advanced Planning Document Update (APDU). The
department then asked for an additional $2.6 million for enhancements
in the 1994 APDU, bringing total enhancement costs to $5.7 million.
One of these enhancements, putting actual processing logic on a PC,
actually brings NAPAS one step towards a MAGIC-type system.

Because NAPAS is mainframe-based, only non-intelligent workstations
are required to use the system. However, the department is now
equipping all workers with a personal computer rather than a dumb
terminal, then bought software to make each PC work like a dumb
terminal. In its 1993 evaluation report, the department assumed PCs for
MAGIC cost $2,660 more than the dumb terminals for NAPAS. Asa
result, the department concluded that workstations for NAPAS would
cost $37 million less than MAGIC, when in fact there would be no

' difference in these costs.
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Aside from the timing issue of NAPAS completion and MAGIC
development, the department’s evaluation itself is not uniform. The
department failed to evaluate the two pilots on the same basis, with the
same level of detail. The department conducted its analysis of MAGIC
differently than it conducted its analysis of NAPAS in several ways:

a An “Operational Analysis” of MAGIC was conducted, but not
of NAPAS. The analysis was undertaken as a result of the
problems MAGIC was having at the time. This analysis looked
at opportunities for technical failure and worst-case impact of
such a failure, but did not examine the probability of the failure
occurring within a stable MAGIC system. Without a
comparable analysis of NAPAS, MAGIC appeared to be higher
risk than it has actually turned out to be. For example, the
January 1993 evaluation report stated that if a problem occurred
with a mainframe database update “All offices in the county
would be unable to complete any mainframe on-line system
work until the problem is fully resolved.” What the analysis
failed to mention is that very little of the MAGIC on-line
processing is mainframe-based. Most of the work which an
eligibility worker needs to do resides on the workstation and
would not be affected. However, if data became inaccessible on
the mainframe in the NAPAS system, no eligibility worker
using the system could do any work, because all of the on-line
data for all workers resides in one place, the mainframe

Q Having developed nine architectural enhancement
recommendations for MAGIC, the department hired Virginia-
based MITRE to do a two-week independent assessment of the
evaluation team’s recommendations for the MAGIC system.
Because no enhancements had been recommended at that time
for NAPAS, no independent assessment of NAPAS was done

Q Merced County was required to supply and justify mainframe
utilization statistics, which show what percent of the computer
was being used for production activities. However, the
department did not require Napa County to do so.

In its final report on welfare automation for the department, MITRE
strongly recommends an open client/server solution. The MITRE
report also states, “it is critical that SDSS conduct an open
competition.” ‘ :

MITRE explained that an open client/server architecture can provide
benefits which are important for distributed interactive business
processes, such as welfare. However, the architecture necessary to
support these processes is by nature more complex, consisting of
multiple hardware layers and locations or tiers, and many different
technical components in each tier.

Throughout the evaluation report, the department examined many
technical aspects of welfare systems, such as how well the pilot can
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Department for its
Lack of Readiness

The Department
Ignored County
Preferences and Needs
Expressed in the All
County Survey

meet performance requirements, or how well the application system can
be maintained. In making the decision between NAPAS and MAGIC,
the complexity of these technical aspects was repeatedly the deciding
factor, not a consideration of the technical architecture and how it fits
into the overall strategic direction, nor the business benefits to be
gained using one architecture over another.

In its evaluation report, the department stated that, “due to MAGIC’s
architectural design, it contains many more points for system failure
and this contributes to system instability.” The department is criticizing
MAGIC because it is a client/server system. The department then, in
the implementation plan contained within the evaluation report,
proposed elements of a client/server technology for NAPAS including
intelligent workstations and distributed processing.

In its detailed analysis, the evaluation team wrote “assuming
completion of both systems, the end-user team was divided in terms of
preference for one system over the other.” But in the executive
summary section, the report stated “the end-user review supported an
overall preference for NAPAS.” The perceived “overall preference for
NAPAS” was one of the department’s deciding factors in selecting
NAPAS as the single statewide system.

MAGIC was still being developed when the department conducted its
evaluation. The MITRE report indicated the need for additional
piloting of MAGIC. However, the MITRE “assessment was to be
performed in the context of SDSS’s primary business concern, which is
to begin realizing an estimated $17.5 million per month SAWS
administrative savings as expeditiously as possible. Thus any delays in
implementation, such as the construction of a pilot, is not advisable.”
Delays in the ability to implement MAGIC were given in the executive
summary as one of the main reasons the department did not choose
MAGIC. By March of 1993, the department found it necessary to pilot
NAPAS via ISAWS to show its transferability to another county.

A few relevant findings came out of the All-County survey conducted
by the department:

a The All-County survey was not included in the justification for
selecting NAPAS as the statewide welfare automation system

] Twenty-eight counties representing 38 percent of the state’s
caseload preferred NAPAS, 27 counties representing 62 percent
of the caseload preferred MAGIC

a Counties were not involved in the choice of a centrally operated,
single statewide system. The department asked counties for
their preferences regarding the three locally operated
alternatives for automated welfare, but never asked how they
viewed state operated welfare.
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In 1992, counties had approximately 23 percent of the processor
and disk capacity to run MAGIC, but only 2.6 percent to run
NAPAS. The department glossed over the advantage this gives
MAGIC in meeting county needs by stating opportunities exist
to use existing computer systems. In fact, statewide rollout of
ISAWS (NAPAS) did not use any existing data processing
hardware resources in the counties.

Below are remarks concerning NAPAS and MAGIC from the
evaluation report, and each system’s status today:

Q

“The Evaluation Team believed that even if the MAGIC System
were fully functional, the time required to complete a given
function was longer with MAGIC than with the NAPAS system.
If this perception is true, worker productivity would be lower
with MAGIC than with NAPAS.”

- Napa County 1993/94 -- Cases per eligibility worker are
182, a 48 percent increase since 1989/90.

- Merced County 1993/94 -- Cases per eligibility worker
are 272, a 92 percent increase since 1989/90.

“The MAGIC expert system offers the opportunity to provide
for rapid rule changes. However, this is negated by MAGIC’s
lack of a fully integrated application development environment
that would provide for code development, system and
application testing, migration and version control of all objects.”
[Generally, this is addressing maintenance of the system.]

- NAPAS 1994/95 -- Annual rules maintenance including
vendor, state, and county staff costs are estimated at
$6.8 million. Changes are released weekly and
emergency fixes are released daily.

- MAGIC 1994/95 -- Annual rules maintenance including
vendor and county staff costs are $3 million. Changes
are released monthly, and emergency fixes are rare.

“The results of this study did not confirm any advantage to
MAGIC in the ability to reduce errors as fewer errors were
discovered in the use of NAPAS.”

- NAPA 1993/94 -- Error rates are unknown; Napa County
does not measure error rates.

- MAGIC 1993/94 -- The department reports that Merced
County error rates are down since 1989/90, but its
estimates are not statistically valid.

The MAGIC system exhibited a “wide range of workstation
response time (sub-second to minutes).”



NAPAS December 1994 -- We observed screen-to-
screen response times between 4 and 39 seconds. This
has since improved to between 1 and 14 seconds.

MAGIC December 1994 -- We observed screen to
screen response times between 0 and 10 seconds.

“NAPAS provides much quicker access and interaction with the
case record.”

NAPAS December 1994 and February 1995 --
Retrieving a case from the mainframe can take from
20 seconds to 2 hours.

MAGIC December 1994 -- Retrieving a case from the
file server takes 5-10 seconds; from the mainframe
25-30 seconds.

“NAPAS on-line screen navigation provides much greater
flexibility and freedom of movement between the various
screens. . . The restrictions in the MAGIC system design were
intentional and are not a limitation of the technology.”

NAPAS 1995 -- The eligibility worker must decide
which screens to use. There is some duplication of
required data on screens. An eligibility worker submits,
on average, 164 transactions per case.

MAGIC 1995 -- The expert system guides the eligibility
worker through only those screens that are needed for a
particular case. An eligibility worker submits, on
average, 50 transactions (approximately the number of
times the end user hits the enter key) per case.

“The information [in the MAGIC system] is not readily
available to ad hoc reporting tools for the purposes of
management information. More of the NAPAS data is readily
available directly by ad hoc reporting tools and facilities.”

NAPAS 1995 -- The author of NAPAS, Deloitte &
Touche, and the Health and Welfare Data Center, told us
that ad hoc reporting cannot be done on the NAPAS
system. The end-user can view data using pre-formatted,
canned reports.

MAGIC 1995 -- Merced County has an on-line executive

information system with graphical capability, which
reads the MAGIC database.
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The department’s December 1994 SPR shows costs and benefits of
ISAWS over two time periods. Total costs of ISAWS for July 1993 to
April 1997, are estimated at $105 million comparable to prior statewide
SPRs. Total costs for July 1993 to November 2000, are estimated at
$120 million, which shows that cumulative benefits from ISAWS
exceed cumulative costs during the eighth year.

Though costs provided in the December 1994 SPR are 40 percent higher
than estimates provided one year earlier, the department has not
included a number of other significant costs. This is in violation of
Section 4945.2 of the State Administrative Manual, which requires the
SPR to provide sufficient information for the executive branch, control
agencies, and the Legislature to determine the nature and extent of
future project oversight requirements. This section also requires
projected costs through the end of the project, which the SPR does not
do. The department will eventually need to issue another SPR and
request more money for ISAWS.

The following activities and equipment are excluded from the
December 1994 SPR:

One-Time Costs

Q Fixing response time degradation in Napa County and ISAWS
counties (unknown costs). In the original design documents for
NAPAS, Napa County and the department established standards
for the maximum average acceptable response times for specific
processes, and required that these response times be met
“95 percent of the time when the specified process is initiated”
(NAPAS RFP, page 80). Maximum response times, measured
from the point in time the process is initiated through the point
in time the desired output is produced, are four seconds for a
simple inquiry, five seconds for complex inquiry or simple
processing, and ten seconds for complex processing.

Eligibility workers in Napa County experienced unacceptable
delays of up to 39 seconds between computer screens. The
department has since made a change in the software and
operating procedures to reduce these delays to between 1 and
14 seconds. We observed response times of between one and
six seconds in the two largest ISAWS counties. San Joaquin
County reported delays of between 15 and 20 seconds at mid-
morning and mid-afternoon, prior to mid-February. This
improved to between 3 and 8 seconds during the last week of
February.

A final eligibility determination and benefit calculation (EDBC)
is made for each applicant, and can be done on the screen or in
nightly batch mode. Before February 6, 1995, counties reported
delays of between 15 minutes and 2 hours for EDBC. We
observed response times for on-line EDBC of between 2 and
2.5 minutes, after mainframe capacity was increased 50 percent
on February 6, 1995. Unisys reports response time as between
two and five minutes. These delays between screens for EDBC
process occurred even though the Health and Welfare Data



Center (HWDC) had installed 33 percent of the total planned
mainframe power for ISAWS, yet only 15 percent of ISAWS
workload was using the system.

The response time between screens is critical because it can
accumulate to thousands of hours over the year. Hundreds of
millions of screens would be brought up and viewed by
eligibility workers during a year, and delays of any kind between
screens could add thousands of hours to the time needed to
handle all cases.

This is perhaps the most significant, unreported cost. The
department, (HWDC), and the ISAWS vendors have been
unable to pinpoint all causes of the problem and fix them. Asa
result, the cost to fix ISAWS response time is unknown.

Replacing host mainframes and personal computers
($6.5 million). The December 1994 SPR budget for ISAWS
includes host and site hardware purchases of $26 million.
However, the department did not include any costs to replace the
mainframe in Sacramento or the personal computers (PCs) being
provided each eligibility worker. The typical practice of
industry, as well as the HWDC, is to size and purchase
mainframe equipment to meet today’s needs, upgrade over the
next three years, and fully replace in three to four years.
Similarly, PCs generally are upgraded over time and replaced
every three or four years. The department planned for these
replacements in its earlier December 1993 SPR for full statewide
implementation of welfare automation, reflecting the need to
upgrade and replace computer equipment that is purchased to
handle the level of welfare cases this year. We assume the
ISAWS host and site hardware would be replaced in five years,
and that the cost to do so would be 25 percent of the original
purchase price, or $6.5 million.

Additional workstations being supplied to counties ($900,000).
The department is increasing the ratio of PCs to eligibility
workers and their supervisors from 1.25 to 1.5 at a cost of
$2,263 for each workstation. The justification given us is to
equip training areas, screening rooms, receptionists, fraud
investigators, county fiscal staff, and county help desks. Using
the department’s December 1994 SPR estimate of
1,531 eligibility workers and supervisors, this change may cost
over $900,000.

Costs to prepare manual welfare cases for conversion to the
automated system ($2.1 million). Seven of the ISAWS counties
now have data on how many hours and what level person is
needed to convert a manual file to ISAWS. The total cost is $41
per case, or $7 per case higher than the department’s estimate.
These costs were specifically excluded from the department’s
estimates. They were excluded because counties are responsible
within current funding to supply a fully documented case. Total
additional costs for 300,000 cases could be $2.1 million.

Page 4-21



Page 4-22

County-staffed help desks ($600,000). ISAWS counties we
visited are developing their own help desk functions because
customer assistance provided by the state’s help desk is
inadequate. County complaints include users having to wait
hours to reach a live operator on the state’s help desk when
calling about highest priority items (such as when a welfare
recipient is waiting for immediate need determination), having
to initiate call backs to the help desk days later when no one
from the state returns their phone calls, and not enough
“experts” to meet all needs. Training each help desk operator
takes approximately seven weeks, at a salary cost of
approximately $3,600, plus approximately $1,000 each for
training. There may be 20 people per year trained at the
counties, for an annual cost of $92,000. Staffing the help desks
with 20 people may cost $1.2 million. Some of this cost may
not be incremental, because supervisors now helping eligibility
workers could switch to “help desk” functions after ISAWS.
We assumed one-half of this cost, or $600,000, is not included
in the SPR

Eliminating the existing backlog of maintenance change requests
($3 million). As of December 1994, there were approximately
200 outstanding items on the ISAWS Maintenance Change
Report, including new or revised eligibility and benefit rules, as
well as changes to the system requested by users. Deloitte &
Touche, the ISAWS maintenance vendor, stated that its existing
contract for rules maintenance did not specifically include
people or hours to address this backlog. The department
estimated that 49,000 hours are needed to resolve all of these
changes, and believe that about one-half of these hours were
needed for Deloitte & Touche, and the other half for state and
county staff. Using current hourly costs for vendor, state, and
county staff, we estimate an average hourly rate of $61. Total
costs to eliminate the backlog could be $3 million.

Developing user and training manuals for ISAWS (unknown
cost). According to the department, 3 of the 14 system manuals
for ISAWS have been or are being developed. Costs for the
remaining 11 manuals are not included in the SPR and are not
known.’

Providing counties now serviced by Butte County with check
printing capabilities (unknown cost). Butte County now prints
welfare checks for all six counties in its consortium. Because
Butte County is one of the 14 ISAWS counties, the county no
longer will be printing checks for the 5 remaining Butte
consortium counties after December 1995. The cost to provide
this capability is not in the SPR and is not known.

Recurring Annual Costs

a

Rules maintenance $6.8 million per year. The December 1994
SPR does not include the cost to keep the application up-to-date
with federal and state rules regarding welfare eligibility factors
and benefit calculations. The September 1994 federal planning



document for NAPAS contains these other costs. The
department is authorized 39 positions in fiscal year 1994/95 to
maintain ISAWS, at a annual cost of $2.6 million. The vendor
which developed NAPAS will be paid $3.9 million in 1995 for
rules maintenance work. Finally, Napa County will incur costs
of $300,000 to test changes made to the software application to
ensure changes work and do not unintentionally affect other
parts of the system. Approximately 10 percent of the total
$6.8 million cost may be for non-rules maintenance, though the
department refers to the entire amount as rules maintenance.

Q SAWS project support costs are budgeted for in separate federal
planning document at $3.2 million per year. The December
1994 SPR does not include the 37.6 authorized positions at the
department plus 2 county staff positions for managing welfare
automation. These include the welfare automation branch chief,
project administration staff, and technical staff providing
personal computer support to the SAWS Branch.

Table 1, below, presents a revised estimate of $166 million for current
department welfare automation activities. This is $61 million more than
what the department presented to the Legislature in its December 1994
SPR.

Table 1
Projected Costs of Current Welfare Automation Activities
(Millions of 1994/95 Dollars)

1. December 20, 1994 SPR

(ISAWS, 58 months) $105,000,000
2. Response-Time Degradation Unknown
3. Hardware Replacement 6,500,000
4. Additional Workstations 900,000
5. Case Conversion 2,100,000
6. County Help Desks 600,000
7. Elimination of Backlog 3,000,000
8. User/System Manuals Unknown
9. Check Printing Unknown
10. Rules Maintenance ($6.8
million/yr, 58 months) » 32,900,000
11. SAWS Branch ($3.2
million/yr, 58 months) 15,500,000
Total $105,000,000 $61,200,000

Total ISAWS Costs, Including
Additional Costs $166,200,000
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A final problem with past budget estimates for welfare automation and
ISAWS has now been resolved by the department. The department did
not include in prior budgets any projected changes in the number of
welfare cases or eligibility workers. Also, the number and type of
welfare policy rules continues to increase, at an average rate of one per
day. The December 1994 SPR includes an estimated ten percent
escalation in welfare cases. However, the Legislative Analyst Office
points out in their review of the December 1994 SPR that the assumed
ten percent increase in cases is inconsistent with assumptions in the
Governor’s Budget for caseload growth for AFDC (3.6 percent) and
Medi-Cal (4.5 percent).

The Public Contract Code, Section 12102, allows for sole source
contracts if the goods or services proposed are the only ones that can
meet the state’s need or in cases of emergency where the immediate
acquisition is necessary for the protection of the public health, welfare,
or safety. However, we found that the Health and Welfare Data Center
(HWDC), on behalf of the department, improperly acquired computer
equipment without obtaining competitive bids. Specifically, the HWDC
sought and obtained permission from the Department of General
Services for a sole source contract with Unisys Corporation for
computer equipment. Approximately 83 percent of the equipment costs
included in the contract was for equipment that could only be obtained
from Unisys and was therefore a justifiable sole source procurement.
However, the HWDC also improperly included in this contract
approximately $3 million of personal computer (PC) equipment that
was readily available from other sources.

We compared the prices for the PC equipment included in the Unisys
contract to the prices for the same or comparable equipment available
through the Department of General Service’s California Computer
Source at the time the contract was awarded. We found that the HWDC
paid Unisys at least $119,000 more for this PC equipment than it would
have if it had acquired the same or comparable equipment from the
California Computer Source. The savings may have been even greater
if the HWDC sought competitive bids for this equipment.

The HWDC, in a letter to the Department of General Services, justified
the inclusion of the PC equipment in the sole source contract with the
following justifications:

a Provide for quick implementation of ISAWS (for the first
180 days)

Q Workstations and printers for SAWS are generic MS-DOS based
machines, therefore Unisys will not gain a competitive
advantage for follow-up business for either the ISAWS or
statewide procurement

Q A single supplier for all components for the first 180 days will
enhance a smooth and rapid deployment of ISAWS

a Unisys would provide the workstations (PCs) at a lower price
than the most recent state procurement for equivalent equipment.



Two of the justifications listed above appear to be for the convenience
of the HWDC and the department. Moreover, none of the justifications
listed above meet the Public Contract Code criteria for a sole source
contract. Nevertheless, the Department of General Services provided
the HWDC written approval to contract for this equipment from Unisys
without obtaining competitive bids.
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Chapter 5

The Legislature
Should Limit Welfare
Automation Funding
Until Certain
Conditions Are Met

Recommendations

In this chapter we describe the following recommendations to the
Legislature in order to move forward with implementing statewide
welfare automation:

Q The Legislature should limit welfare automation funding until
certain conditions are met

Qa The department should competitively bid the statewide
implementation of welfare automation

Q The department should improve its management of welfare
automation

Q The Legislature should consider continued independent review
of welfare automation. .

Fundamental changes in the approach to welfare automation are being
suggested in this report, and the role and size of the department in
delivering the system will need to be redefined and clarified. Also, the
department does not know with certainty the actual processing
requirements to implement ISAWS, the exact implementation status and
full costs to-date of each ISAWS county, nor what it will cost in the
future to complete ISAWS implementation. Until this information is
known, the department and the Legislature cannot determine whether
the ISAWS approach to welfare automation can succeed. Therefore, the
legislature should limit funding for all department welfare automation
activities in fiscal year 1995/96 to six months (through December 31,
1995), until the following conditions are met:

Q Determine the department’s role, functions, staffing levels, and
funding for welfare automation

Q Provide an updated estimate of the number of active and
historical cases that will need to be maintained on the system
and the number of workers that will be using the system
(concurrent peak-period users) for all 14 ISAWS counties over
the next three years

a Establish performance standards for all significant functions of
ISAWS, including response times and system availability as
established in the original NAPAS Request for Proposals

Q Request Unisys Corp. and Deloitte & Touche to provide a firm
price quote for all hardware and software services necessary to
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fully implement and run ISAWS in the 14 counties for each of
the next three years, including production, development, and
training

Review and assess the costs and benefits of proceeding with full
implementation of ISAWS in all 14 counties, limiting
implementation of ISAWS to only those counties for which
implementation would be the best alternative, or discontinuing
support for ISAWS altogether

After the optimal level of ISAWS is determined, negotiate
contract guarantees with the hardware and software vendors
specifying a level of performance for the projected caseload of
the ISAWS counties at a fixed price. The contract should
provide for monetary penalties for non-performance and
incentives for superior performance

Prepare and submit a cost/benefit analysis of the operational
NAPAS (Napa County).

The state now bears the full risk for implementation of ISAWS; ISAWS
cannot be competitively bid and the history of cost/benefits in Napa
County does not justify an automatic roll-out of ISAWS to other
counties in California. Other California welfare systems compare
favorably with the ISAWS approach. At the same time the department
is determining the status of ISAWS, it should begin development of a
statewide implementation RFP to competitively bid a cost-effective
solution for welfare automation. This process should include the
following:

Q

The department should issue a Request for Information (RFI)
within the next three months describing the business needs of
the state and counties regarding statewide welfare automation.
The purpose of the RFI is to determine county and vendor
interests and concerns regarding this procurement.

The department should develop and issue a competitive
implementation RFP from qualified vendors, interested in
providing the State with a statewide welfare automation system
outside Los Angeles County or for each one of the consortiums
identified by the department. The implementation RFP should
consider the following conditions:

. The vendor design should incorporate state oversight of
rules specification, system standards, and system
reporting requirements

. Focus on business results rather than the detailed

technical specifications of a pre-determined solution. Do
not narrowly constrain the implementation RFP with
numerous project controls and pre-determined solutions

. Encourage vendors to propose innovative approaches to
meeting business needs and thereby share responsibility
for the solution



Allow the design of the proposing vendor’s system
architecture to determine:

- The degree to which presentation, processing
logic, and data are distributed or centralized

- The location(s) of system operations
Share risks with vendors:

- Institute metrics to measure performance. Define
how measurements will be taken

- Institute vendor business based performance
measures with both incentives and penalties

Require significant milestones that define manageable
and quickly accomplishable phases:

- No milestone or phase should require more than
12 months to complete

- Each milestone or phase should have a
deliverable with a measurable benefit

- At the end of each milestone or phase a decision
should be made whether to proceed to the next
phase

- The decision should be based on how well the
solution of the just completed phase meets
business needs

- The cost, schedule, and benefits of the next phase
should be reassessed when the previous phase
ends

- Funding should be tied to each phase

Encourage openness of the proposed solution, that is,
whether system components being proposed are
proprietary or not

Q The evaluation of the proposal response from vendors should not be
based solely on cost. Although cost is an important factor, credit
should be given for the ability to provide a value proposition. In
evaluating proposal responses the department should:

Make a selection based on the best solution and the best
value for the State, not just the lowest cost

Incorporate the vendor’s history of past management
performance in meeting cost, schedule, and performance
goals into the decision process

Q With implementation of a statewide RFP or RFPs, the

department should discontinue pursuit of a multiple platform
SAWS.
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report, it should take the following actions:

Establish a strategic plan for welfare automation that includes
specific goals, measurable objectives, milestones, and time
tables for all significant activities

Establish measurable objectives for welfare automation that
meet goals established by the Legislature, are derived from the
department’s strategic plan, and are stated in such a way that it is
easy to verify their achievement during and at the end of the
project

Develop a meaningful and comprehensive project budget that
includes all state, county, and vendor activities and costs, then
track all cumulative expenditures against this budget

Elevate the SAWS project director position to the deputy
director level. The primary responsibility of this position is to
plan and implement statewide welfare automation (as defined in
Section 10815(a) of the Welfare and Institutions Code). The
position would manage directly all planning, administrative, and
support positions now within the SAWS Branch, and coordinate
all activities of the Health and Welfare Data Center and other
state departments which may have a role. The position will
require someone with a proper mix of program, organizational,
and change management skills, and who has sufficient tactical
and strategic information technology experience

Reduce the risk of the welfare automation project by instituting
the following reforms:

. Establish a project schedule which has deliverables
planned at least monthly

. Measure progress each quarter towards measurable
objectives and deliverables

. Prepare a risk assessment plan which identifies areas of

risk, the probability of occurring, and its consequences.
The plan should provide a pre-planned response designed
to minimize or eliminate the impact of known risks

. Share risks with vendors on the project

. Hold specific individuals responsible for producing
deliverables and managing risk

Consolidate and report to the Legislature the projected costs of
welfare automation. This includes activities and costs now
separately reported for project support (Advance Planning
Document), ISAWS (Special Project Report), rules maintenance
(NAPAS Advance Planning Document update), Health and
Welfare Data Center, and U.C. Davis. This consolidated budget
estimate also should clearly identify the number of authorized
and filled positions for both state and county staff assigned to
the project



Prepare quarterly and annual progress reports to agency and the
Legislature which comply with statutes and which provide a
complete, concise, and realistic assessment of welfare
automation. The purpose of these reports should be to:
(1) report progress toward objectives, as measured against
project plans, (2) report an evaluation of the progress, as
measured against criteria in an overall welfare automation
charter, and (3) report problems, issues, and concerns as
appropriate. Reports and updates should also warn of
foreseeable problems, their probability, and their likely impact

Ensure that cost/benefit analyses for welfare automation include,
at a minimum: (1) current caseload and staffing estimates,
(2) projected changes in the number of cases and eligibility
workers, and (3) inflation adjustments. It should be noted that
the Department of Finance’s instructions for cost/benefit
analyses do not currently allow estimates to be adjusted for
inflation.

The metric for all cost/benefit analyses should be the net present
value of the project. Total benefits and costs should be
discounted back to today’s dollars, and the difference between
total benefits and total costs, the net present value, should be
determined. If still required to do so by the Department of
Finance, the department also should report the payback period.
It should be noted that doing so ignores all costs after the
payback period and can lead to an erroneous conclusion about
the true efficiency of the project

If the decision is made by the department to continue with
ISAWS, it should:

. Modify the Interim System Evaluation Plan to include
the following:

-- Measurable objectives or targets which allow the
department to make a clear decision to continue
with, or cease, ISAWS

-- Methodology to determine full non-county costs
of ISAWS

-- Methodology for conducting the cost/benefit
analysis

. Review the random sample design for determining
changes in error rates for ISAWS counties, and confirm
that sample design is truly valid and efficient

Provide non-intelligent workstations to ISAWS counties rather
than the personal computers now planned

Abandon plans to provide a graphical user interface on the
NAPAS application being used for ISAWS

Prepare and submit to the Legislature a cost/benefit analysis for
the proposed $2.5 million for eight enhancements to ISAWS
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The Legislature
Should Consider
Continued
Independent Review
of Welfare
Automation
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a Comply with State Administrative Manual requirements for
submitting Special Project Reports to the Legislative Analyst’s
Office and the Department of Finance

a Retain the services of a quality advisor to assist the department
in areas where it does not have the expertise, and with the
development of project deliverables which meet the needs of the
counties. The department already has determined the need for
this advisor in its December 1993 Special Project Report for
statewide implementation of welfare automation

Q The Health and Welfare Data Center and the Department of
Social Services should ensure that all goods and services are
obtained through a competitive procurement process unless the
procurement meets the sole source criteria of the Public Contract
Code and a sole source procurement is in the best interests of the
State

a The Department of General Services should ensure that it only
grants permission for a sole source procurement when all of the
goods or services included in the proposed procurement meet the
criteria of the Public Contract Code.

Item 8855-001-001, Provision 2, of the 1994/95 Budget Act required a
review of welfare automation by a consultant hired by the Bureau of
State Audits. This provision called for an independent review of
various aspects of welfare automation including, but not limited to the
following activities:

O . . . “participate in the evaluation process, including the
evaluation methodology, establishment of benchmarks, data
gathering, and analysis of the results”

Q “Participate in developing , and conducting the evaluation of,
any additional SAWS demonstrations that the Department of
Social Services may undertake”

Q “Work with the department on the development of criteria and
specifications for the procurement necessary for statewide
SAWS implementation”

Q “Report on its activities and findings every four months.”

The Legislature should consider whether the independent reviewer
envisioned in the budget provisions cited above should continue
evaluating statewide welfare automation. Earlier in this chapter, we
recommend that the Legislature limit funding for all welfare automation
activities to six months until certain conditions are met. These
conditions require that the department conduct a great deal of critical
analysis and report the results back to the Legislature. Given the
department’s history of inadequate reports to the Legislature on welfare
automation, the Legislature should determine whether an independent
entity should conduct the following activities:



Determine whether the department’s caseload and system user
estimates for the 14 ISAWS counties are reasonable

Determine whether it is most cost effective to complete
implementation in all 14 ISAWS counties, limit implementation
to only those counties in which implementation is the best
alternative, or discontinue support for ISAWS altogether

Determine whether the HWDC and the department renegotiated
their contracts with the hardware and software vendors and
whether these contracts provide price and performance
guarantees, monetary penalties, and incentives for the vendors,
and adequately protect the interests of the State

Review and assess the department’s role, functions, staffing
levels, and funding for welfare automation

Review and assess the department’s strategic plan, project
objectives, and detailed workplans

Review and assess any RFPs developed by the department for
statewide implementation

Review and assess all cost/benefit analyses prepared by the
department

Prepare quarterly and annual progress reports on welfare
automation activities.
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Appendix A Chronology Of Statewide Welfare Automation

As early as 1966, the California Department of Social Services
(department) began efforts to standardize and automate welfare delivery
systems within the State. Several attempts were made between 1966 and
1974 to accomplish one or both of these objectives; however, each
failed due to a variety of factors, including poor planning, county
opposition, conflict among vendors, and legislative criticism.

In 1979, responding to a report prepared by DSS, the Legislature passed
Assembly Bill 8 (Chapter 282 of the Statutes of 1979) which required
the Department to implement “in all counties by July 1, 1984, a
centralized (welfare) delivery system.” The intended system had many
objectives; however, generally the hope was to improve the delivery of
public assistance to recipients while achieving substantial cost savings
through equipment and personnel reductions at the county level. DSS
recommendations contemplated a system where the delivery of welfare
benefits would be a county administered, state supervised process.

During fiscal year 1979/80, the DSS established a separate division to
define, design, develop, and implement the system. In January 1981, the
newly created division issued a Feasibility Study Report on the
Statewide Public Assistance Network (SPAN) recommending that the
statewide system be patterned after the Welfare Case Management
Information System (WCMIS) being developed in Los Angeles County.
The FSR indicated that development of SPAN would cost $197 million
(1994/95 dollars), and annual production and maintenance costs would
be $57 million (1994/95 dollars). Assuming two years of operation,
costs were estimated at $311 million.

Within four months, DSS informed the Legislature that the SPAN
design was being modified to include features from both WCMIS and
the Welfare Case Data System being used at that time by 14 California
counties. After having witnessed the acquisition of two mainframe
computers (both used) and three separate attempts at the SPAN system
design without success, the Legislature elected to cut off funding for
SPAN in the fiscal year 1982/83 budget.

Dissatisfied with the progress of the SPAN project, the Legislature
directed the California Auditor General to engage the services of a
private consulting firm to review and revise the original SPAN
Feasibility Study Report. A consulting firm was engaged by the Auditor
General and they submitted their report to the Legislature during its
deliberations on the 1983/84 budget. In July 1983, the Legislature
rejected the recommendations of the revised Feasibility Study Report
and directed DSS and the Legislative Analyst to evaluate the
consultant’s report and to identify other options for automating welfare
in California.
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In its 1983 evaluation report to the Legislature, DSS recommended that
the State proceed with automation of California’s county-administered
welfare system in a manner that takes advantage of the existing county
systems and the county computer centers that are already equipped and
staffed for operating the welfare system.

The DSS called the proposed new system SAWS, the Statewide
Automated Welfare System. Following the department’s
recommendations, the Legislature then passed Senate Bill 1379 in 1984
to develop and implement SAWS beginning July 1, 1984. This bill
amended some of the language in Assembly Bill 8, while retaining most
of the original language. Prior language stipulating a target completion
date for implementing the system was removed, and the date for
submitting a detailed work plan to the Joint Legislative Budget
Committee was changed to August 1, 1984. Although there were some
changes to the language of the original legislation, the overall system
goals, objectives, and requirements remained essentially the same as
established by AB 8.

The DSS issued what was characterized as a conceptual Advanced
Planning Document (APD) dated June 8, 1984. The stated objective of
the APD, which was sent to various federal agencies, was to obtain
enhanced funding for SAWS beginning in 1984. This APD was never
approved by federal agencies.

The detailed work plan required by the 1984 Legislation was delivered
by the DSS to the Joint Legislative Budget Committee on August 1,
1984. In this plan, the DSS indicated that the SAWS approach would
include the standardization of public assistance systems by proceeding
with the automation of county administered welfare systems based on
functional standards and requirements developed by the State. This
1984 DSS plan specified that SAWS would be implemented in all 58
counties by June 1990. This plan did not provide an estimate of costs to
implement SAWS statewide.

In 1985, Senate Bill 802 passed which stipulated that the Department
would pay any increased administrative costs incurred by a county
resulting from implementation of SAWS. This provision was repealed
in 1994 by Assembly Bill 836 which committed the Department to pay
the county share of the development, maintenance, and operating costs
for only the first 12 months of implementation.

In a meeting with federal officials in June 1985, DSS obtained verbal
representation that the SAWS concept would qualify for enhanced
federal funding if the State would limit the number of county options to
four of five systems. Enhanced funding meant that instead of the normal
50 percent, federal agencies would pay a much larger portion of SAWS
costs (90 percent for AFDC and Medi-Cal, 75 percent for food stamps).

In December 1986, DSS prepared a detailed Advance Planning
Document and again submitted to various federal agencies to be
approved for enhanced funding. The APD proposed a system which
would include a local delivery capability with the counties selecting
from among a limited number (four or five) of systems. Five options



were identified by DSS and were presented to, and approved by, county
welfare administrators.

This 1986 draft APD called for implementation of SAWS by December
1992, two and one-half years after the date established in DSS’s 1984
plan provided to the Legislature. The 1986 APD contained the first
estimate to develop, implement, and operate SAWS. Total costs were
estimated at $554 million (1994/95 dollars). These costs included two
years of full operations. This APD was not approved by federal
agencies. Though not made known at the time, federal agencies now
say this 1986 APD was not approved because: (1) it did not qualify for
enhanced funding, (2) it lacked a statewide architecture vision, and (3)
the proposed technology and development approach did not make sense.

Over the next several years, DSS continued to develop functional
standards and requirements for SAWS while vigorously pursuing
enhanced federal funding. During this period, the County of Los
Angeles obtained federal and state approval to develop its own system
as a federal demonstration project.

By early 1989, the number of system options available to the remaining
57 counties had been reduced from five to two. Federal agencies
approved matched funding for Napa and Merced Counties to award
vendor contracts and begin development for two pilot systems. Napa
County began work on NAPAS, the Napa Automated Public Assistance
System, to be operated on Unisys mainframe equipment. Merced
County began work on MAGIC, the Merced Automated Global
Information Control system, an IBM-compatible system. The DSS
anticipated that once the two systems had been effectively implemented,
the remaining 55 counties could select from one of the two alternatives
the system that best fit their needs.

In November 1991, with development nearly complete, DSS elected to
stop all SAWS activities and perform an in-depth evaluation of the two
pilot systems. A primary reason for the evaluation appeared to be the
federal funding agencies’ condition that enhanced funding would not be
available unless a single system was used statewide (excluding Los
Angeles County). An Evaluation Task Force was formed which
included participants from various state, federal, and county agencies.
The DSS concluded that the NAPAS system centrally supported and
operated, provided the best solution to statewide automation of welfare
in California. The MAGIC system no longer was considered a SAWS
solution, and funding for anything but routine rules maintenance was
stopped.

In March 1993, federal agencies approved the SAWS (NAPAS)
Advance Planning Document and in July 1993, the State Department of
Finance approved the Feasibility Study Report to implement the latest
version of SAWS. DSS anticipated that planning and procurement for
the project would take approximately two years.

Several small counties expressed concern about meeting the increasing
demands of rising caseloads and complex welfare rules during the
period preceding actual statewide implementation. By December 1993,
federal and state approval had been obtained for the planning and
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implementation of Interim SAWS (ISAWS) in 14 counties. These
counties account for eight percent of welfare cases in the state. It was
anticipated that ISAWS would provide an immediate solution to those
counties with the most pressing needs for automation, confirm the costs
and benefits of NAPAS before rolling it out statewide, and provide a
first step towards implementing NAPAS (SAWS) statewide.

The Health and Welfare Data Center (HWDC) currently is responsible
for implementing ISAWS in 14 counties. To accomplish this, HWDC
purchased Unisys mainframe and personal computer equipment on a
sole source procurement. The ISAWS software is run using MAPPER, a
proprietary Unisys operating system.

In order to address concerns regarding sole-source procurement of
SAWS statewide, DSS encouraged counties to propose demonstration
projects to determine if NAPAS could be used with different systems.
The effort, known as multi-platform SAWS (MPSAWS), is intended to
create a more competitive environment for statewide roll-out of SAWS.
The DSS also believes that MPSAWS would promote alternatives to
support an open procurement, reduce the costs of statewide SAWS
implementation, and meet additional counties’ needs for automation
prior to statewide implementation of SAWS. Eleven counties submitted
nine proposals to demonstrate alternatives to the mainframe-based
SAWS solution selected by DSS.

The Omnibus Budget Reconciliation Act of 1993 eliminated enhanced
federal funding for all welfare automation projects effective April 1,
1994. This eliminated the federal agencies’ requirements that SAWS be
a single, statewide system.

In the 1994/95 Budget Act, the California Legislature requested an
independent, objective assessment of the current status of SAWS. This
report responds to the Legislature’s mandate.



Appendix B Summary of County Welfare Caseload and Costs,
Fiscal Years 1989/90 and 1993/94

This appendix presents data used to estimate administrative costs and
savings for all counties in the state. The tables presented here show
welfare cases, staffing levels, and costs for each county in California for
fiscal years 1989/90 and 1993/94. Fiscal year 1989/90 was selected to
capture data before the Department of Social Services’ automated
welfare system pilots in Napa and Merced Counties were implemented.
The 1993/94 data include costs of maintenance and operations of
automated systems, including those in Napa and Merced Counties, but
do not include the maintenance of welfare rules and regulations. Rule
and regulation maintenance generally should be a fixed cost regardless
of the number of counties or cases on the system, and, therefore, is
better associated with a particular system rather than allocated to
counties which benefit from the maintenance.

Exhibit B-1, at the end of this appendix, provides total average monthly
cases, full-time equivalent workers, and cases per worker in each
county. Exhibit B-2, following Exhibit B-1, provides total
administrative costs in each county. Costs are based on average
eligibility worker salaries in each county but are not shown in this
exhibit. All information on cases, FTEs, salaries, and support ratios
were provided to us by the Department of Social Services.

The following are definitions of terms used in the two exhibits for fiscal
years 1989/90 and 1993/94:

a Total Average Monthly Cases include nonduplicated intake
and continuing cases for Aid to Families with Dependent
Children (AFDC), food stamp, and Medi-Cal programs

Q Total Eligibility Worker Full Time Equivalents (FTEs)
include actual eligibility worker and eligibility worker.
supervisor hours

Q Average Monthly Cases per Full Time Equivalents (FTE) are
calculated by dividing total average monthly cases by total
eligibility worker FTEs

Q Fully Loaded Administrative Costs are calculated by
multiplying eligibility worker 1993/94 salaries (to compare
constant costs) by the number of FTEs, then multiplying by the
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State’s calculated support ratio for each county.! The support
ratio includes costs such as employee benefits, clerical
assistance, equipment, supplies, facility expenses, and other
overhead expenses, and is determined for each county by the
State for each fiscal year

a Costs per Case are calculated by dividing fully loaded
administrative costs by total average monthly cases

Q Savings are estimated by subtracting costs per case in 1993/94
from costs per case in 1989/90, and then multiplying by the total
average monthly cases in 1993/94. Total savings statewide were
estimated using this same methodology.

During the last five years, counties have made significant changes in
how and what work is done. Changes include reorganizing eligibility
workers into teams to better manage and serve welfare recipients,
streamlining or eliminating some time consuming recertification
activities, and, in one county, doing minimal intake work on new
recipients and not assigning these new cases for follow-up work.

As a result of these significant efforts, counties have cut staffing and
administrative costs statewide by 27 percent over the last five years,
after adjusting for salary increases. During the same period, eligibility
workers throughout the State managed to increase the number of
welfare cases each handled by 23 percent, even while the total number
of cases went up 75 percent, and the number of federal, state, and
county rules regarding eligibility and benefits nearly doubled. Total
cost savings statewide were $425 million during 1993/94 alone, as
compared with 1989/90 costs.

1 Because support ratio is equal to the number of dollars of overhead for each one
dollar of worker salary, the actual calculation of total costs is: FTEs * salary

(1993/94) * (1 + support ratio).



Exhibit B-1

Nonduplicated Welfare Cases and Staffing Levels, by County
Fiscal Years 1989/90 and 1993/94

Typeof ~County Total Average Monthly Cases . Total'Eligibility Worker FTEs: | -Average Monthly Cases per FTE.
Computer . : i ' ‘ : ; i

“System (a) FYBY/90  FY93/94  Percent | FY89/90 FY92/94 ' .Percent | FY89/90 FY83/94 Percent

. : : e Change : : : Change e Change

WCDS ‘Alameda . 86,192 101,237 529% 1 49339 56B.53 1 14.8%: 1342, 178.7 332%

Alpine 98 108 “102% SE0.84 0 4054 85.8% 116.2. 199.4 71.6%

Amador 954 1,666 746% 10,42 . 1135 8.9% LS 146.7 60.3%

ISAWS Butte 13,011 18,336 409% 73.60 10535 . 43.1% 176.8 “174.0 -1.6%

Calaveras 1,827 3,260 78.4%" 13.99 17.33 .1238% 1306 188.1 44.0%

ISAWS Colusa 1,226 2,107 71.9% 8.12 12.43 53.2% 151.1 169.5 12.2%

wCDSs Contra Costa 32,711 51,675 58.0% 282.95 338.21 19.5% 115.6 152.8 32.2%

Del Norte 2,095 3,249 55.1% 14.96 19.12 27.8% 140.0 169.9 21.4%

. El Dorado 4,838 7.673 58.6% 38.55 51.05 32.4% 125.5 150.3 19.8%

wcDs Fresno 65,496 93,734 43.1% 342.66 334.68 2.3% 191.1 280.1 46.6%

1SAWS Glenn 1,918 2,657 385% 13.81 15:40 11:5% 138.9 1725 242%

: Humboldt 8,955 12417 387% 74.35 78,25 ‘5:2% 1204 158.7 31.8%

Imperial " 11,580 22,328 92:8% 51.98 83,68 81.0% 2228 2668 19.7%

~inyo e ‘2,038 58.6% | 9.05 - 11832 250% | 1411 180.1° 27.6%

1SAWS ... "Kerni 38,084 62,864 B851% 273.21 338.71 . 240% 1394 185.6 33.1%

ISAWS Kings 7.992 12,487 56.2% 52.38 61.13 16.7% 152.6 204.3 33.9%

Lake 4,565 6,891 51.0% 32.81 38.50 17.3% 139.1 179.0 28.7%

ISAWS Lassen 1,972 2,332 18.3% 12.06 14.35 18.9% 163.5 162.6 0.6%

LEADER  Los Angeles 500,801 947,544 89.2% 3,379.24 4,897.28 44.9% 148.2 193.5 30.6%

ISAWS Madera 7,316 13,477 84.2% 49.83 61.01 224% | 1468 220.9 50.5%

" ISAWS “Marin 5,621 9,874 - 78 . 3r.03 $6.27 : : 1518 1755 15.6%

. Mariposa 87§ 1,284 7% 818 878 1070 146.3 36.7%

FISAWS . Mendocino - 6,530 8,602 31.7% 152,20 65.65 1251 1316 4.7%

MAGIC Merced 15,396 29,060 88.8% 110821 106.64 1423 2725 91.5%

Modoc 782 1;152 47.3% 538 7,22 “ 1467 159.6 - 88%

Mono 295 522 76.9% 375 3.79 78.6 137.9 75.4%

Monterey 17,104 28,975 69.4% 128.21 205.36 60.2% 133.4 141.1 5.8%

NAPAS Napa 4,220 6,364 50.8% 34.41 34.97 1.6% 122.6 182.0 48.5%

WCDS Nevada 2,809 4,655 65.7% 23.31 31.69 36.0% 120.5 146.9 21.9%

WCDS Orange 72,319 167,707 131.9% 619.31 1,174.52 89.6% 116.8 142.8 22.3%

WCDS Placer 6,368 ¢ 11,060 73.7% 4916 75.03 52.6% 1295 - 1474 13.8%

1SAWS Plumas 1,077 1396 296% 8.35 764 8.4% 129.0 1826 41.6%

: Riverside 49,085 85,681 84.9% -378.11 B42.92 70.0% 1288 1488 14.6%

WCDS Sacramento 67,570 102,084 511% 617.64 . = T44.51 20.5% 109:4 137.1 25.3%

‘San Benito 1937 2,961 52.8% 14,66 - 19.70 34.4% 1321 150.3 138%

San Bernardino 82,424 150,491 82.6% 670.83 1,242.86 85.3% 122.9 121.1 -1.5%

WCDS San Diego 113,637 186,754 64.3% 893.74 1,233.38 38.0% 127.1 151.4 19.1%

WCDS San Francisco 43,183 71,926 66.6% 266.80 403.08 51.1% 161.9 178.4 10.2%

ISAWS San Joaquin 36,470 51,883 42.3% 242.88 260.89 7.4% 150.2 198.9 32.4%

WCDS San Luis Obispo 7.590 13,992 84.3% 70.40 112,64 60.0% 107.8 124.2 15.2%

“WCDS San‘Mateo 18,860 129,230 55.0% 124.06 A88.73 50.5% 152.0 156.5 13.0%

WCDS Santa Barbara 16,294 29,944 95.8% 11129 183.97 65.3% 1374 1628 “18.5%"

WCDS . ..:SantaClara ; 56,837 101:591+ 794% 43581 +660.31 492% 141129.9 156.2 20.2%

“WCDS ‘Santa Cruz: 9,448 17,908 895% 62.93 117145 B86.2% +150.% 1528 - 1.8%

1SAWS .- "Shasta 11,668 115,484 - 327% -87.99 7873 10.5%: 1326 196.7 - 48.3%

Sierra 203 293 44.3% 4.07 474 16.4% 49.9 61.9 24.0%

Siskiyou 3,599 4,870 35.3% 24.86 26.18 5.3% 1448 186.0 28.5%

WCDS Solano 13,326 21,706 62.9% 105.38 135.36 28.4% 126.5 160.4 26.8%

WCDS Sonoma 13,561 22,049 62.6% 109.06 128.72 18.0% 1243 171.3 37.8%

Stanislaus 25,736 41,737 62.2% 183.17 223.25 21.9% 140.5 187.0 33.1%

Sutter 4,430 6455 45:7% +34.B4 39.82 14.3% 127.2 1621 27.4% .

ASAWS: - :Tehama 4,224 6,372 50.9% '25.59 35.78 39.8% 1681 1781 9%

Trinity -~ ‘927 1,346 452% : 18.01 7.40 - T.1% 1187 182.0 57.3%:

: ~ Tulare :31,730 48,912 54.2% 170.94 27875 63.1% 185.6 1755 54%:"

“WCDS Tuoclumne ‘2,449 3,708 514% 18.79 28.39 51:1% 11303 130.6 H02%

Ventura 21,727 44,177 103.3% 190.28 344.17 80.9% 1142 128.4 12.4%

WCDS Yolo 7,139 12,459 74.5% 67.16 104.99 56.3% 106.3 1187 1.7%

ISAWS Yuba 6,846 8,166 19.3% 48.84 59.68 222% 140.2 136.8 2.4%

TOTAL 1,556,001 2,730,908 75.5% 11,274 16,128 43.1% 138.0 169.3 22.7%

(a) WCDS: Welfare Case Data System

ISAWS: Interim SAWS

NAPAS: Napa Automated Public Assistance System
MAGIC: Merced Automated Global Infi

ion Control Sy

LEADER: Los Angeles Eligibility
A d D ination, E

Eligibility, and Reporting System
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Nonduplicated Welfare Cases and Fully Loaded

Adminsitrative Costs, by County
Fiscal Years 1989/90 and 1993/94 (a)

Exhibit B-2

Type

“Fully Loaded Administrative Costs

of County Total Averags Monthly Cases Costs per Case Savings
.Computer - ; . ; L wE
System {b)- ‘FY.89/90 FY93/94 Percent | FY8%/90 'FY9384  Percent FY8W90 'FYS3/84 Percent | Per Case Total
: Change : Change : Change
WCDS Alameda 66192 . 101,237 52.9% | '$39,237,180 - $45700,188 165% | $50278  $45142 -238% $14136 $14,310,862
Alpine 08 108 - 102% 79,056 50,136 . -36:6%: 806:69 48422 - -42:5% 34247 36,987
Amador 954 - 1,666 74.6% 749232 646806 = <13.7% 785.36 138829 -50.6% 397.07 661,519
1SAWS Butte 13,011 18336 . 40.9% 4,470,480 :5,320,080 19:0% 343.59 20014 ~156% 5345 980,059
. Calaveras 1827 3260 78.4% 895,584 1,033,044 15:3% +490.18 31688 -354% 173.31 564,991
ISAWS Colusa 1,226 2,107 71.9% 495,240 715,584 44.5% 403.95 33962 -159% 64.33 135,543
wCDS Contra Costa 32,711 51,675 58.0% | 26,846,376 29,199,372 8.8% 820.71 565.06 -31.1% 255.65 13,210,714
Del Norte 2,005 3,249 55.1% 771,264 904,860 17.3% 368.15 27850 -24.4% 89.65 291,273
El Dorado 4,838 7,673 58.6% 3,193,080 4,362,648 36.6% 660.0 568.57 -13.9% 91.43 701,542
WCDS Fresno 65,496 93,734 43.1% | 19,157,196 105.06 9,847,694
1SAWS Glenn 1,918 2657  .385% | - 771,396 6847 181,025
: Humboldt . 8958 12,417 38.7% 3,398,784 7347 912,277
Amperial, 11,580 22,329 1 92/8% 3,140,904 56.89 1270297
: anyo 1,277 2038 .59.6% ‘852,888 231.93 472,673
1SAWS Kem 38,084 62,864 65.1% | 21,191,112 151.32 9,512,580
ISAWS Kings 7,992 12,487 56.2% 3,100,272 105.68 1,319,626
Lake 4,565 6,891 51.0% 1,864,140 127.92 881,497
ISAWS Lassen 1,972 2,332 18.3% 658,692 -38.55 -89,899
LEADER Los Angeles 500,801 947,544 89.2% | 326,700,084 2369 224,473,174
ISAWS Madera 7,316 13,477 842% | 2518224 108.75 1,465,624
1SAWS (¢c)  “Marin 5621 9874 . 757% 3,047,496 8351 824,578
: Mariposa 875 1,284 (4B7%" 549264 19531 .250,778
1SAWS .- Mendocino 6,530 8,802 - 317% |- 3141840 26.96 231,910
‘MAGIC Merced 15,396 29,060 = 8B.8% 9274452 3294 9,572,364
Modoc 782 1,182 47:3% 311,412 587 65,318
Mono 295 522 76.9% 307,608 507.75 265,046
Monterey 17,104 28,975 69.4% | 10,140,684 78.62 2,278,015
NAPAS Napa 4,220 6,364 50.8% 3,064,188 222,12 1413572
WCDS Nevada 2,809 4,655 65.7% 1,700,484 139.7 650,304
wWCDS Orange 72,319 167,707  131.9% | 44,876,316 14172 23,767,436
WCDS Placer = 6,368 11060 - 737%| - 3734628 7787 :861,242
ISAWS. - “Plumas STy 1,396 ¢ 2006% | . 460,164 148,34 - 207083
S C“Riverside. - ]’ 40,085 95681 94.9% | 30,949,512 13237 12,665,204
WCDS Sacramento’ 67,570 ' 102,084 51.1% | 43715076 14655 14,960,410
S ‘San Benite 1,937 - 2,961 52.9% | "837,768 76827 202,447
San Bemardino 82,424 150,491 826% | 40,062,720 39.98 6,016,630
WCDS San Diego 113,637 186,754 64.3% | 55441584 67.94 12,688,067
WCDS San Francisco 43,183 71,926 66.6% | 29,464,788 183.54 13,201,298
ISAWS San Joaquin 36,470 51,883 423% | 15,789,732 86.69 4,497,737
WCDS San Luis Obispol 7,590 13,992 84.3% 5,506,188 . . 106.24 1,486,510
“WCDS SanMateo 18,860 29230 55.0% | 15,791,616 17,797,368 12.7% 837.31 22844 6677301
WCDS Santa Barbara 15,294 29944 - 958% | 9279144 14,201,316 53.0% 606.72 13246 3,966,382
wCDs Santa Clara 56,637 101,591 79.4% 48,790,980 62,905,908 28.9% | 86147 24226 24,611,436
“WCDS Santa Cruz 9,448 17,905 89.5% 5,552,220 8,770,356 '58.0% :587.66 97.83 1,751,646
1SAWS Shasta 11,665 15484 32.7% 5,850,428 5,060,556 “15.0% 510.11 183.29 112,838,062
Sierra 203 293 44.3% 303,684 325,404 7.2% 1,495.98 385.39 112,919
Siskiyou 3,509 4,870 35.3% 1,411,728 1,780,452 26.1% 392.26 26.66 129,834
WCDS Solano 13,326 21,706 62.9% 8,599,176 10,490,820 22.0% 645.29 161.98 3,515,938
WCDS Sonoma 13,561 22,049 62.6% 8,058,768 9,653,808 19.8% 594.26 156.43 3,449,125
Stanislaus 25,736 41,737 622% | 12,931,836 16.227,120 25.5% 502.48 113.69 4,745,080
; Sutter 4,430 6455 45.7% 1,853,460 2,075.220 120%" 141838 4969, . 625,480
1SAWS Tehama 4224 6372 ©..509% | ' 1419,072 1,803,408 27.1% | . 33595 5293 0 337,270
“Trinity 5927 1346 . 452% 610,608 469,008 +232% | 65869 31024 .. 417,583
Tulare 31,730 48912 54:2% | - 7.001:520 13,700,424 95.7% 22066 <5944 2,907,320
WCDS Tuolumne 2,449 3,708 51.4% | 1,072,002 1,748,868 £3.1% 437.77 43388 & 4125827
Ventura 21,727 44177  103.3% | 14,800,416 24,099,732 62.8% 681.20 135.67 5,993,494
WCDS Yolo 7,139 12,459 74.5% 4,411,740 6,658,068 50.9% 617.98 83.58 1,041,323
ISAWS Yuba 6,846 8,166 19.3% 2,614,968 2,786,520 6.6% 381.97 40.74 332,683
TOTAL 1,556,001 2,730,908 75.5% | $912,920,544 $1,177,119,972 28.9% $586.71 $431.04 -26.5% $155.67 $425,120,448

(a) All costs are shown in 1993/94 dollars.
(b) WCDS: Welfare Case Data System

ISAWS:

Interim SAWS

NAPAS: Napa Automated Public Assistance System
MAGIC: Merced Automated Global Information Control System

(c) Marin County is a WCDS county which is converting to ISAWS.
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LEADER: Los Angeles Eligibility, Automated Determination,
Evaluation, and Reporting System




Appendix C

Projected 10-Year
Costs and Benefits for
SAWS

Projected Costs And Benefits Of California
Welfare Automation

Exhibit C-1, at the end of this appendix, provides a ten-year projection
of costs and benefits for an ISAWS approach to statewide automation.
It is assumed that the last (57th) county is automated during fiscal year
1999/00, and that interface development concludes the following year.
This is similar to the timing assumed in the Department’s December 23,
1993 Special Project Report for SAWS, except that we have delayed
implementation one-year. The department assumed the conversion of
ISAWS counties would begin in fiscal year 1993/94, and be completed
in fiscal year 1995/96. We assume conversion of ISAWS counties
begins fiscal year 1994/95 and is completed in fiscal year 1995/96.

Costs shown in Exhibit C-1 do not include Los Angeles County.
Assumptions used to develop these projections are provided below

Welfare Caseload and Eligibility Workers

The total number of non-duplicated cases statewide in fiscal year
1994/95 is assumed to be 2.9 million, or five percent greater than the
number of cases reported by the Department for 1993/94. Of the total
caseload in 1994/95, we assume 1.9 million cases in the 57 counties
which would be automated, excluding the one million cases in Los
Angeles County. We assume 227,000 nonduplicated cases in the 14
ISAWS counties. The number of cases is assumed to grow four percent
per year.

Because many welfare recipients receive benefits from more than one
program, and because some counties create multiple (or “duplicated’)
case files for these applicants, then the total number of physical cases is
greater than the number of nonduplicated cases. For 1994/95, we
assume 300,000 duplicated cases for ISAWS counties and 2.5 million
duplicated cases statewide (excluding Los Angeles).

The total number of eligibility workers and their supervisors in fiscal
year 1994/95 is assumed to be 19,268 statewide, or 13,939 in all
counties except Los Angeles. This includes 1,583 workers in the 14
ISAWS counties. These estimates are the “budgeted” figures provided
by the department to each county for this current fiscal year.

Case Conversion Schedule

Not all counties are converted in the first year of the projection period,

.so not all related costs for hardware, software, conversion, and training
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costs occur in the first year. We assume all counties are converted by
fiscal year 1999/00, with all 14 ISAWS counties converted by 1995/96.
The remaining 43 counties (excluding Los Angeles) are converted over
the next four years. The schedule for conversion is shown below as the
proportion of statewide cases (excluding Los Angeles) converted each
year:

1994/95 3% (first seven ISAWS counties)
1995/96 8 (remaining seven ISAWS counties)
1996/97 11
1997/98 24
1998/99 25
1999/00 29

Total 100%

As assumed by the department in its last projection of SAWS, we also
assume that there are remaining consultant and interface development
costs in the year after the final county is converted. Therefore, full
operations begin fiscal year 2001/02.

Department of Social Services and Health and Welfare Data Center
Staff Costs

Staff costs for both the department and the Health and Welfare Data
Center are based on estimates provided in the department’s Special
Project Reports dated December 23, 1993, and December 20, 1994.
Both of these reports contained projections for ISAWS, and the first
report contained a projection of SAWS costs. We determined the
percentage change in staff costs for the two ISAWS cost estimates, then
applied this relative change to the SAWS staff cost estimate from the
first SPR.

Host Hardware Costs

Costs are based on non-duplicated cases, and assumes host hardware
costs average $64 per case. Replacement of host hardware occurs after
five years, at 25 percent of the original cost. Maintenance of host
hardware is assumed to cost 10 percent of the purchase price. These
assumptions are designed to simplify the projection of host hardware
costs. !

Site Hardware

Site hardware includes personal computers, printers, and printer servers.
We assumed the ratio of PCs purchased to the number of eligibility
workers will be 1.5 to one. The average price paid for each PC for
ISAWS counties is $3,481, which is the actual average already paid.

1 Though the results may not change significantly, another method to estimate host
hardware costs is to build up a hardware configuration, based on cases converted
and prices for hardware components.



For remaining counties, we assume the price paid declines each year by
25 percent.

We examined current Health and Welfare Data Center purchase orders
for printers and servers to develop assumptions on this equipment. A
$2,686 eight pages per minute printer for every five PCs is assumed,
and a $2,606 print server for every three printers is assumed. High
speed, 30 pages per minute printers also are being purchased. We
assumed that these $30,554 high speed printers will be purchased, at a
ratio of 7.7 printers for every 100,000 cases. For every two high speed
printers, we assume that one $8,012 printer server is needed. Finally,
we assume one $500 desktop printer is purchased for each county.

Site hardware is assumed replaced after five years, at 25 percent of the
original purchase price. Maintenance of site hardware is assumed to
cost eight percent of the purchase price of the hardware.

Network Costs

Network costs are based on estimates provided in the department’s
Special Project Reports dated December 23, 1993, and December 20,
1994. Both of these reports contained projections for ISAWS, and the
first report contained a projection of SAWS costs. We determined the
percentage change in network costs for the two ISAWS cost estimates,
then applied this relative change to the SAWS network cost estimate
from the first SPR. Network maintenance and operations costs are
equal to the projections which the department presented in the
December 23, 1993 SPR.

Interest on Hardware, Software, and Network Purchases

Purchases of hardware, software, and network are assumed financed at
six percent over four years. This is the same assumption used by the
department in both the December 23, 1993 and December 20, 1994
SPRs.

One-time Site Preparation

These costs are based on a $310 per site hardware device. This is the
average of site preparation costs assumed by the department.
Consulting Services, Interface Development, Unisys Technical

Support, Single System Maintenance, and Quality Assurance

All of these costs were taken directly from the department’s own
estimates in the December 23, 1993 SPR.
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Ergonomic Equipment

Ergonomic workstation equipment is assumed for each workstation
purchased. The total cost is assumed to be $36 per workstation.

Case Conversion

The cost to convert each duplicated case is assumed to be $41. This is
based on the experience of six of the seven ISAWS counties which have
historical data on case conversion activities and costs. The seventh
county, Mendocino County, had costs nearly 2.5 times higher. Because
we could not verify why this cost might be high, we excluded it from
the other six in calculating an average conversion cost per case.

Training Costs
Estimates of training costs are comprised of two components:

O Costs to develop training facilities. We used the department’s own
estimates of $2,030,136.

Q Costs to train each worker. We assumed $2,838 per worker, which
is the average price per worker assumed by the Department in its
December 23, 1993 SPR.

Elimination of Rules Maintenance Backlog

As of December 1994, there were approximately 200 maintenance
change requests to the application software. According to the
department, approximately 49,000 hours are needed to resolve this
backlog, one-half from the current software maintenance vendor, the
remaining hours split between state and county staff. Using current
hourly costs for vendor, state, and county staff, we estimate a weighted
average cost of $61 per hour.

Exhibit C-2, following Exhibit C-1, presents a summary of the Los
Angeles County LEADER costs. Costs are presented in both actual
year dollars and in constant 1994/95 dollars. A discount rate of three:
percent is assumed to discount future year dollars to constant dollars.

Costs for the vendor were obtained from the September 22, 1994,
proposal from Unisys Corp. Costs for the County were obtained from
the County’s LEADER Project Manager. County costs include costs
since fiscal year 1991/92 and projected costs through 2002/2003. For
purposes of this exhibit, we adjusted upward all County costs for fiscal
years 1991/92 through 1994/95 by historical changes in inflation, and
show the total in fiscal year 1994/95.
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Appendix D

California Counties
Have Concerns
Regarding NAPAS

and ISAWS
Functionality

Welfare Case Data System Joint Committee
Concerns with NAPAS and ISAWS

The Welfare Case Data System (WCDS) consortium, a group of 19
counties accounting for 40 percent of the state’s welfare caseload, and
who have a common automated welfare system, expressed concerns in a
September 1994 letter with NAPAS and ISAWS’ lack of functionality
in several areas. These concerns are listed below in italics. Following
each is a summary of the response prepared by Napa County, the only
fully operational county on ISAWS, and the developer of NAPAS.
These responses were provided in December 1994.

According to WCDS consortium, NAPAS and ISAWS does not provide:
Q Limitation on number of warrants generated

NAPAS and ISAWS does not have a limit on the number of
warrants generated for a case, but there are limits on the dollar
amount of each warrant issued, by type of program.

Q Full incorporation of eligibility rules and edits

NAPAS and ISAWS incorporates all rules required by the State.
Edits are utilized in the system by field/screen so that incorrect
data is noted at the time it is input. This allows the correction of
that data immediately. (We note in this report the significant
backlog of rules changes not yet made to the system.)

a Printing of documents in languages other than English and
Spanish

Currently the NAPAS and ISAWS application provides for the
printing of documents in English and Spanish. The system has
mechanisms to support the remaining five state-recognized
languages if enhanced.

a Requirements for workers to check Income Eligibility
Verification System (IEVS) when processing applications

The worker can initiate a nightly batch transaction to IEVS/PVS
during applicant registration. An enhancement request provides
responses on-line from the IEVS Recipient System to NAPAS
and ISAWS.

Qa An automatic eligibility determination and benefit computation
run when an overpayment occurs
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EDBC does not do overpayment calculation or establishment of
overpayment claims. It determines eligibility and benefit
amount. It is inappropriate or a misunderstanding of the
complete claim process to request EDBC to establish claims.

An address matching feature showing families living together or
ability to search cases by address

No request has been made for an address matching feature, but
the application has been set up so that it can easily be enhanced
to do so.

A simple identification number system for cases, clients,
workers, etc.

Identification numbers utilized in NAPAS and ISAWS include a
Case Number, a Client Identification Number, and a Worker
Number.

An integrated central index of clients in other public assistance
programs (e.g. GA, Home Support Services, Children’s
Services)

This is serviced from the Statewide Client Index - Napa County
will use this from mid-January 1995.

Interfaces with:

. Food Stamps Employment & Training - System produces
information for manual referral

. Food Stamps Automated Issuance & Reporting - No
interface

. GAIN information System - No interface

. Social Services Reporting System - Planned interface

. General Assistance/General Relief - No interface.

Printing of immediate need warrants

The system provides immediate need warrants via the over-the-
counter sub-system.

Generation of non-welfare payments (e.g., for child care and
GAIN)

Foster care payments are supported. There is no Federal or State
funding appropriated for non-welfare functionality.

Support of an on-line directory of eligibility workers

The NAPAS and ISAWS system contains an on-line directory of
eligibility workers, referred to as the User table. The table itself
is accessible only to the NAPAS and ISAWS county
coordinator.



a Ability to always take action when it should, rather than sending
alert messages

The system is a tool to be used by the eligibility worker. No
action is taken in the system without worker authorization. As
eligibility is so complex, a worker must be making decisions on
each and every action.

Q Ability to do mass case updates

The NAPAS and ISAWS system has successfully completed
every mass change due to state mandated requirements since
1991.

[ Worker and case association

The worker and case relationship is defined thus: a worker is
assigned a caseload, and a case is assigned to the caseload of a
worker. There is no direct association between a worker and a
case.

a Ability to modify Notice of Action language to meet county
requirements

As a result of a court ruling, it was the State mandate to not
allow modifications to system generated Notice of Actions.
Where counties have flexibility is in client letters. That
functionality is in the Notice of Action Generation subsystem.

Q Ability to track aid by special program and/or type of payment

NAPAS and ISAWS supports extensive Management and Fiscal
reporting capabilities to allow tracking of aid by special program
and/or type of payment.

a Census tract and case association

The system stores all the necessary information required to
generate reports that provide information related to census tract
and case association.

NAPAS and ISAWS does not meet all of the concerns raised by the
WCDS Counties. However, these concerns must be considered in the
context of what is appropriate for a statewide automated welfare system.
On some occasions, Napa and the ISAWS Counties utilize somewhat
different functionality than that of the WCDS Counties, but are seeking
to achieve the same broader welfare goals. Given the existing requests
for NAPAS and ISAWS enhancements, the cost-effectiveness of
additional functionality should be determined before it is included in the
system.
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Appendix E

The Department Has
Valid Concerns
Regarding the
Openness of NAPAS

California Counties
Have Concerns
Regarding
NAPAS/ISAWS
Functionality and
Openness

Multiple Platform SAWS (MPSAWS)

A significant problem with NAPAS is that it uses proprietary hardware
and software. The State cannot purchase the system in an open and
competitive procurement, precluding a statewide roll-out of NAPAS.
The department originally planned to address this concern in its Request
for Proposals for statewide welfare automation it was preparing in 1993.
Options were to be provided in the RFP upon which vendors could base
their proposals. Portation and code conversion, along with
implementation of NAPAS in its native environment, were to be
included in the RFP. However, all statewide planning activities,
including development of the RFP for statewide implementation, were
suspended in December 1993 with approval of the first phase of
ISAWS. This resulted in significant delays in providing welfare
automation to the remaining 43 counties.

In March 1993, the department issued an Interim System Policy which,
among other provisions, included a component for demonstration
projects designed to provide vendors an opportunity to gain experience
with the NAPAS application prior to statewide procurement. Proposals
were solicited from counties, and three proposals were ultimately
approved. During Spring 1994 budget hearings, the concept was named
multiple platform SAWS, or MPSAWS. The MPSAWS concept is not
a multiple system concept, but rather based on porting NAPAS software
code, or converting NAPAS code so that it can run on hardware and
software platforms other than the proprietary Unisys equipment and
software. All versions of the application would continue to be
maintained by the State to ensure uniform policy application statewide.

The department believes that “issues concerning policy uniformity and
duplicate maintenance costs which existed with two disparate systems
would not occur under the MPSAWS proposal.” In other words, only
one system would need to be maintained by the State, not two. The
department considers such a concept to be a single statewide system.

The department requested proposals from counties to demonstrate
MPSAWS, and recommended three for implementation: Alameda, El
Dorado, and Santa Clara:

Q Alameda County proposed to convert NAPAS code for one

function of SAWS into COBOL in DB/2 (a relational database),
and convert the remaining SAWS functions. Total one-time
costs were estimated at $19,662,929

Q El Dorado County proposed to port NAPAS code to a personal
computer client/server architecture. Total one-time costs were
estimated at $1,578,453
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MPSAWS Is Now a
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Concept

a Santa Clara County proposed to port NAPAS code to MAPPER
C, and deploy the system in a distributed UNIX environment.
Total costs were estimated at $19,679,352.

Total one-time costs of these three projects is $41 million.

Since submitting its 1993 proposal, Alameda County has discovered it
will be impossible to convert NAPAS code to COBOL code. NAPAS
code does not parallel business logic statements. COBOL does.
Alameda county would have to use program comments and system
specifications, which would result in a “disparate” system.

Santa Clara County has since modified its proposal, and is proposing an
open SAWS environment, which they call OSAWS. A major factor in
its decision to change its proposal was the numerous technical
limitations of migrating from the current ISAWS (MAPPER code) to its
originally proposed MPSAWS (MAPPER-C code). Due to perceived
technical limitations of MAPPER-C, Santa Clara County has proposed
using the basic SAWS design but eliminating the MAPPER language.
As conceived, the Santa Clara County demonstration project approach
to SAWS is still only a concept and does not have a stable system
design technology at this point. '

- We conducted interviews with officials from Alameda County, Santa

Clara County, Department of Social Services, and Federal agencies.
The MPSAWS proposals have not yet been approved for any funding
by either the State or Federal government, although $5 million in
federal funds and $5 million in State funds have been set aside for
MPSAWS.

MPSAWS is not a strategic alternative; it is merely a concept to migrate
a statewide automated welfare system design (NAPAS) to other
technical environments. Common data processing industry system
design and definition practices produce documents which define the
functional system design specifications. The department’s strategy of
seeking proposals from counties for demonstration projects does not
produce system design documentation. No system design and definition
documents exist for MPSAWS as these systems are only additional
ideas for implementing NAPAS.

The absence of MPSAWS system design documentation makes it
impossible to determine the extent to which NAPAS’ functionality
would be retained, enhanced, or modified by the proposed MPSAWS
demonstration projects. Both counties proposing MPSAWS
demonstration projects have identified additional functionality that
would be required to implement SAWS in their counties. This
additional functionality, and the provision for county specific
enhancements, make the MPSAWS systems different from the SAWS
design that they propose to use as their “base” design, contrary to the
department’s assertion of only one system solution. The funding of the
design and development of MPSAWS would create additional
implementations of automated welfare systems in California, both of



MPSAWS Could
Delay Statewide
Welfare Automation

which are being conceived as systems suitable for future statewide roll
out.

The two county proposals to fund the development of two additional
systems as alternatives for a statewide roll-out of NAPAS, may
significantly delay statewide welfare automation, and may significantly
add to the cost of automation. Alameda County proposes to implement
MPSAWS and potentially become a consortium provider for multiple
counties using MPSAWS. Neither Alameda nor Santa Clara County
believes that ISAWS (NAPAS) is a viable option for WCDS counties.
Santa Clara County believes a redesigned version of MAGIC could be
implemented sooner than the effort required to develop and implement
MPSAWS. Santa Clara County would rather consider redesigned
versions of MAGIC or LEADER than newly designed systems of
MPSAWS or OSAWS development efforts.

To wait for the implementation and full operation of either MPSAWS
project in a demonstration county in order to perform a system
assessment to determine the applicability of MPSAWS for a statewide
roll-out may add several years to the statewide roll out of welfare
automation. Neither of the two proposed demonstration projects have a
start date, and neither has been funded. The department has postponed
any decision on MPSAWS until its assessment of LEADER is
completed.

Even if started, they represent major, multi-year system development
and implementation projects that would be subject to the potential costs,
delays, and risks of any major automation development project. There
is no assurance that either proposed MPSAWS system would be
available within the currently estimated time frames.

Even though the MPSAWS proposal uses advanced computer
technology with potential development time savings, the technologies
proposed are unproven in similar large scale, welfare processing
environments. The technologies proposed are also new technical
environments for large systems in the demonstration counties.
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Appendix F

The Department
Vigorously Pursued
Enhanced Federal
Funding for SAWS,
While the Federal
Government
Continuously Moved
the Target

Influence of the Federal Government on Welfare
Automation Strategy

Since 1984, the department vigorously pursued enhanced funding for a
welfare automation approach which initially included multiple systems.
Enhanced funding is the additional contribution from the Federal
government above a normal 50 percent share of welfare automation
project costs. The Federal agencies appeared to continually change
their requirements of California to receive enhanced funding, first
limiting States’ choice of approach (e.g., using a system already
developed in another state and avoidance of “non-proven” technology
such as expert systems), then removing these conditions. According to
department reports to the Legislature, federal agencies were inconsistent
in their policies regarding enhanced funding and changed their stance
several times since 1984. These reports note the following changes in
the Federal funding agencies’ policies:

a In June 1985, the Office of Family Assistancel modified its
policy which previously provided funding only for single
statewide systems. The OFA decided that the welfare
automation project could qualify for enhanced funding if
California would limit the number of software systems statewide
to no more than four or five. The OFA wanted assurances that
welfare automation would not allow development of as many as
58 different systems.

Q A General Counsel opinion validated that Federal laws and
regulations did not preclude enhanced funding for California’s
proposed 1987 multiple systems approach for welfare
automation. The department did not obtain the OFA policy
decision or the General Counsel opinion on welfare automation
in writing because “OFA was concerned that by formally
documenting this policy and opinion, it would encourage similar
requests from other states.”

a After resubmission of its draft Advance Planning Document in
December 1986, the Family Support Administration (formally
the OFA) told the department at a meeting that “California’s
approach would not qualify for enhanced funding and identified
a new approach that would qualify for enhanced funding - three
systems operated at three different state-operated sites.”

I In August 1986, the OFA was renamed the Family Support Administration (FSA), within
the Department of Health and Human Services. The FSA later was renamed the
Administration for Children and Families (ACF).
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Q On February 18, 1987, it received a written policy decision from
FSA which stated that enhanced funding can only be approved
for a single statewide system statewide. At the same time, the
Food and Nutrition Service stated it’s approval is based on
FSA’s approval, and the Health Care Financing Administration
(HCFA) stated enhanced funding was only available for a single,
statewide system. The department stated that this new FSA
policy is not viable in California because it is contrary to the
State administrative policy calling for local control of the
administration of welfare programs and does not recognize the
significant investments counties have made in their existing data
centers.

Q Sometime in 1988, the FSA then indicated that an exception to
its policy of requiring a single statewide system for enhanced
funding might be made for Los Angeles County because of its
size. As a result Los Angeles County submitted (and obtained
approval in January 1992) an Advanced Planning Document
requesting enhanced funding.

Q In November 1990, FNS abandoned its earlier position that
enhanced funding would be approved for welfare automation
only if the Administration for Children and Families (formerly
the FSA) approved enhanced funding. The FNS established new
conditions allowing for enhanced funding for two systems, plus
Los Angeles County.

Q In early 1991, ACF provided the department with two sets of
conditions for enhanced funding for the AFDC program; one set
for two systems (plus Los Angeles County), and one set for a
single statewide system (plus Los Angeles County). The
department concluded that the conditions for the two systems
were not viable.

Q The Omnibus Budget Reconciliation Act of 1993 terminated
enhanced funding after April 1, 1994. The Federal agencies no
longer are demanding a single, centralized automated welfare
system.

In its March 1, 1989 annual report to the Legislature, the department
noted that enhanced funding from the Family Support Administration
(FSA) is not likely, with possible exception of the Los Angeles County
system. According to the department, this was an about-face in policy,
and appeared to be based on FSA “reinterpreting regulations” which
were previously interpreted to allow enhanced funding for the welfare
automation concept of multiple, county operated systems.

We received conflicting information during our interviews with Federal
agency representatives when we asked about the availability of
enhanced funding. Department of Health and Human Services
representatives (AFDC and Medi-Cal) told us that enhanced funding
always was available only for a single statewide system. The
Department of Agriculture (food stamps) told us enhanced funding was
available for more than one system if the State met a set of conditions



Federal Agencies Do
Not Provide or
Require Measurable
Objectives for Welfare
Automation Projects

that would constitute a detailed, comprehensive, cost-effective and
viable statewide approach.

The department, at times, vigorously pursued enhanced funding for a
welfare automation approach which included multiple systems. We
believe that federal agencies failed to understand how California
operates welfare delivery, and ignored the political realities of a large,
county-operated welfare program. The department did understand
California’s system and pursued enhanced funding for at least six years
for a county-based or multiple systems approach. Negotiations with
Federal agencies were drawn-out, and either became an excuse for the
department, or caused delays in agreeing upon a solution. Evaluation of
alternatives, and selection of NAPAS as the single statewide system,
was done in direct response to federal conditions for enhanced funding.

Federal oversight practices have further complicated the project when
determining automation objectives and progress made towards
objectives. The Federal government does not have consistent,
measurable objectives for welfare automation projects and does not hold
states strictly accountable for achieving state-imposed objectives. A
1992 General Accounting Office report documents how ineffective
federal oversight has permitted costly automated system problems. The
report states:

“HHS [the Department of Health and Human Services] and
USDA [Department of Agriculture] have not determined
whether installed automated systems are working as intended
and providing improvements, although federal law and
regulations emphasize that this be done. Automating eligibility
determinations was supposed to reduce administrative costs and
mistakes. However, despite providing hundreds of millions of
dollars for these automated systems, the federal government
does not know if such benefits have been attained because HHS
and USDA have not measured how automation has improved the
AFDC, Medicaid [Medi-Cal] and Food Stamp programs”
(Ineffective Federal Oversight Permits Costly Automated
Systems Problems, General Accounting Office, May 1992).
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STATE OF CALIFORNIA—HEALTH AND WELFARE AGENCY

DEPARTMENT OF SOCIAL SERVICES
744 P Street, Sacramento, CA 95814

April 13, 1995

Kurt R. Sjoberg )
California State Auditor
Bureau of State Audits

600 J Street, Suite 300
Sacramento, California 95814

Dear Mr. Sjoberg: -

Subject: BUREAU OF STATE AUDITS (BSA) DRAFT AUDIT REPORT
ENTITLED, “ THE DEPARTMENT OF SOCIAL SERVICES’
APPROACH TO WELFARE AUTOMATION IS TOO COSTLY AND
UNLIKELY TO SUCCEED”

Ms. Sandra R. Smoley, Secretary of the Health and Welfare Agency, has asked me to
respond to the above named BSA draft audit report. I have enclosed the department’s detailed
responses to the audit. I believe that these responses show that the major findings of your report,
especially those related to our management of welfare automation, are unwarranted. I therefore
urge you to reconsider the major findings of the report.

I am concerned that the report may leave the incorrect impression that we are wasting *
money in our administration of welfare. As the report shows, California has actually reduced its @
administrative cost per case by 26 percent in the last five years. With regard to automation, it is
important to note that the investment in the Statewide Automated Welfare System (SAWS)

amounts to only one percent of the total expenditures for welfare administration over the ten

years for which you reviewed costs, and only 16 percent of the total expenditures for welfare

automation during the period.

I am also concerned that the report seems to understate the achievements of the SAWS
project. For example, the finding that we have “only automated two small counties” overlooks
the following very important SAWS accomplishments: (1) the development of the statewide
central data base, which has been fully operational for over six years, and which has greatly
reduced fraud by preventing individuals from using the same identification in various counties;
(2) the development of NAPAS and MAGIC, the two SAWS pilots; (3) the implementation of
ISAWS in 9 counties, an accomplishment of which I am especially proud since it represents the
greatest leap of progress in statewide welfare automation in the history of the state; and,

(4) the successful RFP and bid process in Los Angeles County of the LEADER system, which is
substantially based on NAPAS/SAWS.

HE ©

I agree that ISAWS will probably take longer to pay for itself than we would ideally like.
However, we have accomplished a great deal by reducing the cost per case in ISAWS from the
$243 level identified for NAPAS, the system on which it was based, to $85 dollars per case. We
hope to reduce costs even more prior to continued implementation of SAWS.

* Our comments on the response from the Department of Social Services begin on page K-1.



Mr. Kurt R. Sjoberg
Page Two

I would urge you to reconsider the recommendation that ISAWS funding be limited to six
months, pending the development of various estimates and documents by the department. This
recommendation will surely be received with shock and grave concern by the 14 ISAWS
counties that have already implemented or made plans to implement the system. I am confident
that the Legislature will have the wisdom not to put these counties in limbo. I believe that we
can address the issues raised in the report adequately over the next few months, and thus, will
not need to wait the six months you recommend to make a commitment to the continuation of
ISAWS.

Finally, I am concerned with your recommendation to issue an RFP to automate
42 counties. I feel that our approach, which is to conduct a thorough cost benefit analysis before
making a final commitment to proceed with further expansion, is more prudent. While we agree
that it is important to use an open and competitive bid process to move forward with welfare @
automation, we believe that this can be accomplished in the context of a cautious and deliberate
expansion of SAWS, which would avoid the risks associated with a bid of the magnitude that
your recommendation would require.

Thank you for the opportunity to respond to the draft audit report. If you have any
questions about our responses, please contact me.

Sincerely,

SE ERSON
Director

Enclosure
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CALIFORNIA DEPARTMENT OF SOCIAL SERVICES
RESPONSE TO BUREAU OF STATE AUDITS REPORT

Chapter 1

“Over $100 million has been spent by the department and federal funding
agencies through June 30, 1994, yet only two small counties representing
one percent of cases statewide are completely automated.”

This statement leaves the impression that the expenditures for the development
of the SAWS over the past ten years have had little value. In reality, the
investment in SAWS, which represents about one percent of California’s
expenditures for welfare administration over the last ten years, has paid many
dividends. Two working models of SAWS are currently operating in eleven
counties and five additional counties will become operational by September
1995. Also, the Los Angeles County automation project (LEADER) is based to a
large extent on the work products produced by the SAWS project. A statewide
central data base of all persons “known to welfare” was installed and has been
operating in all 58 counties over the past six years and ensures that no recipient
can apply for and receive aid under the same identification in multiple counties.
SAWS project staff have also prepared and negotiated the approval of Advanced
Planning Documents (APDs), Feasibility Study Reports (FSRs), and Special
Project Reports (SPRs) providing the federal and state funding authorizations to
move forward with automation in California.

Actual expenditures during the ten years 1984 through 1994 were $91.9 million.
This includes $21.9 million to develop/implement/operate NAPAS, $20.3 million
to develop/implement/operate MAGIC, $8.4 million to develop/implement/operate
the Central Data Base, with the balance representing ten years of state staff and
consulting services critical to the ongoing successful activities of the SAWS
project, including planning activities for the ISAWS Counties. The Auditor
applied an inflation adjustment to this figure in developing the $100 million cost
figure.

Over the same period of time, various governmental agencies involved in funding
the public assistance programs benefiting from SAWS (AFDC, Food Stamps,
and Medi-Cal) spent $8.3 billion to administer these programs in California’s fifty-
eight counties. This included $550 million for various electronic data processing
systems required to support all of these programs’ administrative activities. The
governmental agencies incurred these expenditures in an effort to ensure that
the $117 billion in program benefits that were distributed during this period went
to the people for whom they were intended and in the amount required by law.

April 13, 1995 Chapter 1 Page 1
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Clearly, the expenditures to develop MAGIC, NAPAS, the Central Data Base,
and LEADER represent a significant investment. @ However, the SAWS
investment represents only 16 percent of the total expenditure for welfare
automation, and one percent of the costs of welfare administration.

“In December 1994, there was a backlog of over 200 required changes to
the system. . . not counting new changes in welfare rules being added at a
rate of one per day.”

Department staff informed the Auditor that there were 200 required changes in
the backlog. However, change requests go through an analysis and screening
process before becoming actual maintenance workload items. The results of the
screening process for the 200 items were:

1. 52 change requests were closed as unnecessary;

2. 10 change requests were suspended because they were not documented
properly;

3. 78 were scheduled into a quarterly software development schedule starting
with the third quarter of 1995 and ending with the fourth quarter of 1996; this
scheduling was based on the regulatory effective dates and the counties
business needs to fully transition to ISAWS not on the existence of a backlog;

4. 4 change requests were considered as ongoing since they relate to system
table maintenance;

5. 56 were identified as critical transitional and regulatory changes that must be
implemented.

Thus, the backlog inventory is actually 56 items, not 200.

“The Department Consistently Underestimates the Costs of Statewide
Welfare Automation.”

The department has accurately prepared the SAWS Project’s economic analyses
in accordance with current state Administrative Manual (Section 4929.1) and
Office of Information Technology (OIT) requirements. Unfortunately, since 1986
welfare caseloads have increased by 110 percent. Caseload growth is the main
reason that automation costs have increased. To the extent that we have
identified changes in plan that have increased costs, we have presented the
changes in the appropriate approval documents.

G-4
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Table 1 - “Expécted Costs of Statewide Welfare Automation.”

Table 1 describes a cost overrun of $458 million dollars, which represents the
difference between the department’'s 1986 APD and the Auditor's estimate of
$1,009 million to implement ISAWS in 57 counties and LEADER in Los Angeles.

It is inappropriate to infer from Table 1 that the “overrun” reflects on the
management of the SAWS Project. The “overrun” in part is due in large part to
the 110 percent increase in welfare caseloads that has occurred since we
submitted the 1986 APD-U. Welfare caseload growth obviously cannot be
controlled by the SAWS Project. Finally, the table implies that the department
plans to roll out ISAWS to every county (except Los Angeles). The very purpose
of ISAWS is to gather data. We certainly expect that this data will suggest
changes and improvements to the system, some of which will potentially reduce
costs. Moreover, the department is committed to modifying ISAWS so that it can
run on non-Unisys hardware to enable an open and competitive bid for
expansion beyond the current ISAWS counties.

“There appears to be a number of reasons why expected costs for
statewide automation are much greater than the department’s original
estimate. The department has made major changes in strategic direction
for welfare automation, and currently has no formal strategy on how and
when welfare automation will be implemented. There is no current
definition of what welfare automation is or what it will look like, and no one
involved with directing or managing welfare automation has established
measurable objectives for the project.”

We disagree with this finding. The cost “overrun” of $445 million noted on Table
1 represents an increase of 82 percent. During the period depicted on the table,
the caseload grew by 110 percent. We do not understand how the Auditor could
have overlooked such a major reason for cost growth in favor of the more subtle
“reasons” enumerated in the report.

“The department’s first estimate for welfare automation was $554 million,
and was submitted in a 1986 APD for approval by federal funding agencies.
This document was never approved, though the federal government has
continued to pay for almost half of the costs in the first ten years of welfare
automation development.”

The 1986 the SAWS APD was submitted with the intent of obtaining enhanced
federal funding for the SAWS project. At the same time, APDs from the two
SAWS pilot counties, Napa and Merced, were in the federal review/approval

April 13, 1995 Chapter 1 Page 3
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process. The federal control agencies did not respond to the SAWS APD as it
did not comply with their position that enhanced funding was available only to a
single statewide system. The APDs from the two SAWS pilot counties were
subsequently approved by the federal agencies.

Even prior to 1986, the SAWS project has never been without federal funding
authorizations. As was stated in the Auditor’'s Report, the 1986 SAWS APD was
not approved primarily because it did not qualify for enhanced funding.
However, SAWS project activities have always been authorized using several
funding vehicles. The state staff involved with SAWS since 1986 have primarily
been authorized through approval of the SAWS administrative budget. Federal
funding authorizations for SAWS pilot county activities have been approved
through NAPAS and MAGIC APD/APD Updates. All SAWS funds expended
have the appropriate state and federal agency approvals.

"We have serious concerns as to whether annual cost savings assumed by
the department can be achieved, even if all counties were provided the
ISAWS application today." '

We believe that our estimates of savings are reasonable. The Auditor accepts
savings levels for MAGIC and LEADER that are similar in magnitude to our
estimates of the benefits of ISAWS. Nothing in the Auditor’s report provides any
evidence that there are significant differences between the three systems in
regard to their impact on error rates, overpayment collections, or administrative
savings.

"Cutting down on mistakes for AFDC could actually increase dollar
payments if welfare recipients are paid the full benefit allowed....Reducing
mistakes made by workers will result in savings if the mistakes made now
result in more overpayments than underpayments, and if payments are no
longer made to individuals who are not eligible."

The report mistakenly portrays all AFDC and Food Stamp errors as permanent
misexpenditures, concluding that reduced underpayments could result in an
increase in program expenditures. Both programs require that overpayments be
recovered by a variety of administratively complex processes, and that
underpayments be restored. While 100 percent of all underpayments
discovered can be restored, only about 55 percent of overpayments can be
recovered. Also, underpayments are more likely to be discovered because
clients will report them, while some overpayments are never discovered.
Therefore, elimination of errors in the first place should always result in net
savings. In addition, providing the correct level of program expenditure in the

April 13, 1995 Chapter 1 Page 4



first instance will avoid unnecessary administrative expenditures for corrective
actions and reduce the potential for federal fiscal sanctions.

“ISAWS Costs More Than Other California Welfare Automation Systems.”

This finding is based on the data presented in Exhibit 1-1. It is true ISAWS costs
more than some other systems -- MAGIC and LEADER -- but the Auditor fails to
note that ISAWS is substantially less costly than the system on which it is based
- NAPAS.

The improvement in cost-per-case that the state achieved in taking the NAPAS
system and using it as the base for ISAWS is an important achievement not
mentioned in the audit report. Further, the Auditor makes no mention of
LEADER as being a SAWS-based system. In reality LEADER will use the same
data elements and data mapping as NAPAS and will use exactly the same
program logic in its core function, the Eligibility Determination/Benefit Calculation
(EDBC) module. The similarity of the NAPAS/ISAWS EDBC logic to that
proposed for LEADER is illustrated by the fact that the LEADER vendor --
Unisys/Deloitte-Touche -- has recently proposed to translate the NAPAS/ISAWS
EDBC component from the MAPPER language in which it is currently
programmed to the more open COBOL language that will be used in LEADER.
This translation will be done as part of the ISAWS maintenance activities within
the current allocations with the Deloitte-Touche contract.

It is the department’s position that LEADER is a potential next generation of
SAWS. Thus, we are encouraged by the figures presented in Exhibit 1-1. They
should be interpreted to show that SAWS is on the right track, moving from a
relatively high Napa County cost per case to a significantly lower ISAWS cost,
and with a prospect of moving to a much lower per case cost in LEADER. It is
important to note, however, that LEADER is not yet a reality, unlike NAPAS,
MAGIC, and ISAWS, all of which are currently functioning systems. Thus it
would be premature to conclude with certainty that its costs per case will be as
low as displayed in Table 1.

In any event, the Auditor fails to give SAWS any credit for the development of
the LEADER project. Like the Auditor, we are very much encouraged by Los
Angeles County’s successful RFP and bid process. However, we think it should
be noted that the winning bid in the LEADER procurement is based on SAWS.
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CALIFORNIA DEPARTMENT OF SOCIAL SERVICES
RESPONSE TO BUREAU OF STATE AUDITS REPORT

Chapter 2

“There are serious concerns about the viability of NAPAS as a statewide
system. It was never designed to be implemented statewide and it has
experienced major performance problems in small scale pilots.”

The viability of NAPAS as a statewide system is being tested in ISAWS. The
results to date are outstanding: response times are fast, users are happy, and
the cost per case has been reduced by two-thirds. Of course, we recognize that
ISAWS will need changes to be viable statewide, notably a more open
architecture. Moreover, we anticipate learning important lessons that will guide
the improvement of SAWS from the ISAWS evaluation, which will be complete in
March 1997.

“NAPAS may not accommodate a high volume of transactions and case
records. Response times on the system have been much greater than
originally planned, though the department has since reduced these times
by installing more hardware and making a fix to the software. However, the
key function of the software, determining an applicant’s eligibility and
calculating benefits, still takes between two and five minutes, well above
the 10 seconds originally required for 95 percent of processes initiated on
the system.”

We disagree with this finding. The NAPAS/ISAWS system meets the
requirements of the original Napa contract. In most instances, the requirements
are exceeded as measured by the original yardsticks (using current welfare
populations rather than those originally contracted for, it must be stressed). In
Section 7.1.22 to 7.1.29 of the Napa General User Requirements dated August
18, 1989, the response times required for 95 percent of processing are as
follows:

Maximum Average
Response Time

1. Simple Inquiry 4 seconds
2. Complex Inquiry 5 seconds
3. Single Processing 5 seconds
4. Complex Processing 10 seconds
April 13, 1995 Chapter 2 Page 1
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As can be seen in the following chart, 96 percent of all transactions are
completed in five seconds or less. The chart clearly demonstrates that by any
standard, response time for the ISAWS counties (as measured at the
workstation) exceeds the original Napa service level requirements.

Actual Measurements of Transactions As of April 3 - 6, 1995
0 - 1 Seconds 20 % Completed
1 - 2 Seconds 71 % Completed
2 - 3 Seconds 88 % Completed
3 -4 Seconds 93 % Completed
4 - 5 Seconds 96 % Completed

These actual figures are snapshots at peak month activity levels. A transaction
is defined as the elapsed time from the depression of the transmit key on the
workstation, to the time the response is received at the workstation.

There appear to be misconceptions about the definition of Eligibility
Determination and Benefit Calculation (EDBC) processing. @ As EDBC
requirements vary widely from case to case, the performance criteria were set up
per component. "Complex Processing" relates to each element (e.g., Food
Stamps Income rule-driven calculation), not to the entire EDBC procedure. It is
extremely difficult to define performance in widely different circumstances.
Furthermore, if an eligibility worker needs to run EDBC on-line for a complex
case, the worker can easily switch to another case and work on it while EDBC is
running on the complex case.

“In preparing projections of statewide hardware and software needs, the
department assumed processing capacity equivalent to Napa County
would produce equivalent performance.”

The department disagrees with the Auditor’s finding. The department recognized
that it would not be possible to project any statewide capacity estimates based
on a county the size of Napa. Consequently, the department initiated Interim
SAWS, which in addition to meeting other objectives, was to acquire sufficient
capacity data from the ISAWS counties to perform adequate capacity modeling.
Also, ISAWS will provide better data so that vendors can bid appropriate @
capacity and configurations in a statewide competitive bid. This approach is
presented in the department's August 23, 1993 SPR, page 29, Section 7,
‘Interim County Selection’. State and federal funding for the ISAWS project was
obtained partly based on the requirement to acquire adequate information for the
statewide system.
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“With 15 percent of ISAWS cases on the system, and with one-third of the
planned mainframe processing power, serious response time problems
occurred. No one has determined the exact cause of the problems.”

The department disagrees with the Auditor's finding. The response time
problems were a result of a miscalculation as to when the third processor would
be needed. At the time of the audit, SAWS was configured with two instruction
processors (IPs), one-third of the planned mainframe processing power. An
instruction processor is the main engine doing work in the computer. The
system will ultimately be configured with six IPs.

The performance model used by the state was based on data in the Napa
County System. Based on workload projections established using the Napa
model, the state planned to install the third IP in March 1995. In December
1994, the SAWS system at HWDC had only been in production for five months.
However it became very apparent in late December 1994 that counties were
experiencing poor response times and that a third IP would be needed sooner
than expected.

The state did not anticipate the high level of Central Processing Unit (CPU)
resource consumption this early in the project for two reasons:

1. During the training and conversion period, the nature and level of work
performed, (and therefore system usage) are difficult to predict accurately. The
ISAWS capacity model and IP schedule was based on the Napa model, which
reflected “normal” patterns of usage, unlike the more intense usage patterns we
have experienced during implementation.

2. Eligibility worker training on the new system placed a higher level of
demand on the system than expected. January, in particular, was a very heavy
training month, with 10 daily classes of 15 trainees each and each trainee
performing transactions that are atypical of the normal worker profile.

Data now shows that in counties such as Glenn and Colusa, in which conversion
is complete, workers have become experienced and use the system more
efficiently. There has been a significant decrease in processing resource
requirements and a reversion to the “normal” patterns of usage predicted by the
Napa model. The Napa model used an experienced worker profile that did not
include conversion. In addition, the high levels of user (eligibility worker) training
will decrease by October 1995 and have reduced system impact thereafter. The
solution of the response time problems experienced in December 1994 and
January 1995 was to add the third processor early. The third processor was
added on February 5, 1995. With the three Instruction Processors (IPs) currently
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operating, the counties are experiencing response times well within service level
objectives.

The Auditor states that in January 1995, unacceptable response times were
being experienced in the counties with only 15 percent of the projected total
caseload on the system. The fact of the matter is that although only 15 percent
of the caseload was on the system, approximately half of the workers had been
trained and were using the system. A disproportionate amount of resources are
used by workers during training modes and while they are learning more efficient
ways to use the system.

An additional factor to consider with ISAWS is that the first counties had only
been in production since August 8, 1994, six short months before the audit was
conducted. This was from the time the first case was added to the system. This
is an important point because even though SAWS had been in operation in Napa
County for several years before being rolled out to the 14 counties, the
difference between the operation of a system the size of Napa County and a
system the size of ISAWS is not trivial. In fact, the caseload size of ISAWS is
larger than that of twenty-two states. As standard practice, all systems go
through a shake out period to detect and correct system problems. The
performance audit conducted at this stage of system implementation did not
provide an accurate measure of system performance.

Today, we have over 1,000 workers on the system, approximately 53 percent of
the total, using 50 percent of the expected IP capacity. With approximately 900
more workers coming onto the system, coupled with the planned delivery of
three additional IPs, we believe we are in excellent position to continue to meet
service level objectives established for this system.

“There are no guarantees from either the hardware or software vendors
that these six instruction processors will be sufficient to service all
fourteen ISAWS counties with acceptable performance.”

“The department does not know how many IPs it will take to ensure
acceptable response times when all 300,000 ISAWS cases are converted,
plus 3.5 years of case history.”

“While response time has improved, it is yet to be shown whether the
system, at a reasonable cost, can handle a full load of ISAWS cases,
complete with the required case history, at greater than 1.4 transactions
per second and acceptable response times. The department does not know
if its current plans for mainframe resources is enough for servicing ISAWS
counties at the required response times.”
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HWODC is currently delivering service within acceptable levels, which follows our
updated capacity plan. We have no reason to believe that our estimates for
mainframe performance are flawed. Our capacity plan is based on continuous
improvements in the performance of the hardware and software and the change
in our workload mix as we finish conversion and training.

The department agrees with the finding regarding performance guarantees and
will pursue guarantees from the vendors that the six instruction processors will
be sufficient to service all fourteen counties. As part of all successful system
implementations, an important activity is to monitor and assess all aspects of
system performance and make any necessary improvements. In September
1994 the state assembled a dedicated Run Time Improvement (RTI) team to
provide additional resources to the performance improvement effort. The RTI
team is focused on the following key areas:

e Eligibility Determination and Benefit Computation (EDBC)
¢ Management Reporting

e Data Organization

e System Software

e Hardware

EDBC

EDBC accounts for approximately seven percent of system transactions but
consumes 40 percent of system resources. This function is an obvious target for
system improvements. EDBC performance improvements will be achieved in two
ways. The first is batch EDBC, which is already in pilot in three counties. This
operational improvement shifts resource consumption to off-shift hours when
processor cycles are available. Most EDBC is not done with the client on hand,
and it is therefore not necessary to run real-time.. Counties appreciate the
flexibility to defer EDBC processing (it is elected at their option) to accommodate
operational efficiency needs, such as processing SAWS-7s. We expect batch
EDBC to significantly reduce prime shift utilization of processor resources.

The second improvement to EDBC is to rewrite this function in a compiled
language. Currently EDBC is written in MAPPER, and although this is an
acceptable performer, writing it in a compiled language could provide a very
significant improvement in processor resource, and improve the competitive
nature of the ISAWS solution.
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Management Reporting

Management reporting is a high consumer of non-prime shift system resources,
particularly at the end of the month. The RTI task force is recommending a
number of changes to the structure of management reporting, primarily to
provide multi-threaded processing capability. Preliminary estimates show an
expected reduction in elapsed time from approximately two and one-half (2 1/2)
hours down to approximately 45 minutes. '

Data Organization

Data organization involves keeping only the most current information
immediately accessible. Although this will not immediately affect the SAWS
system in the ISAWS counties, it will help Napa County which has at least three
years of history that must be processed in the system. The ISAWS counties will
benefit from this change in future years as their case history grows.

System Software

The system will be made more efficient by installing MAPPER version 38, which
is currently in test. This is an upgrade to the existing MAPPER software now
running. Response time improvements will be realized through this new version
of MAPPER.

Hardware

Current estimates call for a total of six IPs to be installed to support the 14
ISAWS counties. To date, three IPs have been installed. The remaining three
IPs will be installed at appropriate points along the implementation timeline.

“The introduction of batch processing is an effort to reduce the volume of
EDBC on-line requests during peak usage periods and, thereby improve
response time. Effects resulting from this option, however, must be closely
monitored because, as indicated by a customer reference provided by
Unisys, MAPPER is not appropriate for heavy batch processing and that
using it in this way could diminish performance.”

The Auditor's finding is incorrect. NAPAS and ISAWS use off-shift batch
processes very efficiently and effectively to process large amounts of client data
in processes such as mass change EDBC. Even the heavy use of individual
EDBC requests during the day, processed at night, will have a beneficial effect
on prime shift on-line performance and minimum effect on machine performance
during the batch window. Furthermore, even if the batch processes were run
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during peak user time, they can be set to a lower priority than on-line work and
would not effect the on-line performance running at higher priority.

“We know of no other MAPPER application running with the transaction
volumes required by statewide welfare automation in California.”

“This raises some doubt whether the planned number of processors and
copies of MAPPER will be able to support the 14 small ISAWS counties,
which represent only eight percent of the state’s welfare cases.”

“Unisys has run benchmarks which indicate that MAPPER systems similar
to NAPAS should be able to run upwards of 11 transactions per second
with response times meeting NAPAS requirements (i.e., less than five
seconds for simple transactions, ten seconds for complex transactions).
However, the benchmarks were done in a laboratory setting and not in a
“real world” situation. Given recent experiences with slow response times,
it is unclear what effect MAPPER is having on response times.”

We feel that the Auditor's analysis concerning both the number of processors
and copies of MAPPER is incorrect. We are confident that the sizing for ISAWS,
based on our performance planning, is correct and will process the projected
workload.

The Auditor cites the Gartner Group as claiming that MAPPER cannot compete
well in an update mode with tools that handle more than one transaction per
second. The Auditor’s findings question Unisys-supplied MAPPER benchmarks
and the effect MAPPER may have on ISAWS’ ultimate ability to handle more
than 1.4 transactions per second under full load at the required response times.
Current information is available in ISAWS that negates the very premise that
MAPPER (and hence ISAWS) has performance issues with more than one
update transaction per second. The aggregate ISAWS system is running 26
transactions per second and the largest single MAPPER is running 14
transactions per second within the required response times.

Additionally, Unisys MAPPER benchmark data supplied to the Auditor showed a
capability of 52 transactions per second (TPS) on a 2200/922, not 11
transactions per second as cited. The Auditor's questions are based upon a
“laboratory setting” for the benchmark, since all industry standard benchmarks
(i.e., TPC-A etc.) are done ‘in environments where results can be duplicated.
The Unisys benchmark is reflective of a complex application profile such as
ISAWS, and is substantiated by actual ISAWS performance measurements.
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“The proprietary software, known as MAPPER, was designed to develop
reports, not for a conversational and heavy transaction application, such
as NAPAS. It is inefficient at storing case data and requires significant
overhead resources.”

The department disagrees with these findings.

First and foremost, MAPPER is an application development language that is
used extensively to develop large successful applications such as NAPAS
(ISAWS). MAPPER is used by 73 percent of the nearly 3,000 Unisys 1100/2200
mainframe customers as an on-line transaction processing application tool as
well as the report writing and end-user computing tool cited by the Auditor.

In addition, the Auditor appears to have misunderstood the basic structure,
characteristics, and functional capabilities of MAPPER. MAPPER is structured in
reports, but that is not "forms" or "stored in print format" as described by the
Auditor. The MAPPER report is a table of data much like a relational database
table, which uses functions to process data within the table or between tables.

Since its announcements of Open MAPPER on UNIX and Windows, Unisys has
positioned MAPPER as a decision support tool, since a number of
comprehensive relational database products are already fiercely competing in
that market. The Patricia Seybold Group Inc. views MAPPER as two tools,
decision support and enterprise rapid application development. As cited by the
Auditor, LINC is also a Unisys application development tool that is recommended
for high volume conversational applications. However, the selection of MAPPER
for Napa County was made in the context of the best 1100 tool in 1989.
MAPPER was then, and continues today to be both a conversational application
and a rapid application development and maintenance tool for the ISAWS
welfare environment.

“Finding persons knowledgeable on MAPPER is very difficult.”

“In order to support the ISAWS application, Deloitte & Touche had to
search throughout the world to find qualified MAPPER programmers.”

These statements are incorrect. Deloitte & Touche has, over the life of the
NAPAS and SAWS projects, contracted with individuals who have come from
various parts of the world. At any given time, the SAWS project might employ
people from the United States, Asia, India, Europe or Latin America. This is not
because MAPPER programmers are difficult to find. The Unisys registry of
MAPPER service and training providers contains more than fifty independent
firms in the United States which specialize in MAPPER consulting and
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programming services. Some of these have been engaged by the SAWS project
from time to time. Beyond these, the SAWS project has called heavily upon
services provided by several firms who specialize in providing contract
programmers. These firms draw upon a world wide talent pool when they
respond to requests for assistance. As a result, the SAWS project has never
had difficulty in finding candidates or filling open positions.

“Finally, because MAPPER is a proprietary product, i.e., it can only run on
Unisys hardware with a Unisys operating system, it does not provide for
the mandated requirement to offer an open competitive environment.”

The statement that MAPPER only runs on Unisys equipment is incorrect.
MAPPER also runs under the UNIX operating system and is licensed to run on
SUN, IBM RS 6000, MS Windows and any SCO UNIX. Also, Unisys has, at the
state’s request, agreed to license and port MAPPER to any vendor’s platform.

“To deal with this [proprietary] issue, the department pursued two
additional rewrites of the NAPAS system in an effort called MPSAWS
(multiple platform SAWS). Due to technical limitations and uncertainties,
one of these options was abandoned and a rewrite of NAPAS for an open
distributed platform then was suggested.”

The statement that there were technical limitations and uncertainties that
prevented the rewrite of NAPAS for MPSAWS is incorrect. There are no
technical limitations to rewriting NAPAS to run on another platform. [f this were
true, then other states would not be able to transfer a welfare system from one
state to another, which in fact is routinely done.

“Each welfare case in the NAPAS system requires, on average 274,386
bytes of disk space. This is four and a half times larger than a case in the
MAGIC system, which utilizes a relational data structure.”

The Auditor’s report implies that the difference in data storage requirements is
the direct result of MAGIC’s use of a relational data structure. This is an
incorrect conclusion for several reasons.

MAGIC does not store detailed client data in the relational ADABAS database.
Only summary client data is stored in ADABAS. Detailed data is stored in
proprietary VSAM files. Consequently, the perceived difference in case sizes
could be the result of the Auditor not counting all client data in their MAGIC case
size calculation. The NAPAS database stores extensive historical detail about
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clients. This allows NAPAS to recompute overpayments or underpayments
accurately from historical data. It is unclear from the Auditor's report how much
detailed historical data is contained in the MAGIC database.

The difference in case data storage requirements cannot, under any
circumstances, be explained by differences in technology. The department
disagrees with the Auditor's finding that MAPPER has high data storage
overhead. MAPPER stores data in industry standard ASCII format, the same
format used by personal computers, UNIX systems, and most minicomputers.
Even if numeric data were compressed, data storage would only be reduced by
10 to 20 percent. Using non-compressed data formats allows NAPAS and SAWS
data to be more accessible to other open systems.

With regard to MAGIC, it appears that the Auditor must have overlooked that
MAGIC actually stores case data redundantly in the ADABAS summary
database, in the mainframe VSAM detalil files, and on the file server. If MAGIC
tracks the same amount of information about welfare recipients as NAPAS and
SAWS, some of it would have to be stored in three different places
simultaneously, thus increasing, perhaps significantly, the amount of data
storage required in MAGIC. The conclusion that NAPAS and SAWS are
wasteful of data storage when compared to MAGIC is erroneous.

“At a cost of $5,000 per gigabyte, it would cost $2.6 million in disk capacity
to store active cases statewide.”

We disagree with the Auditor’s finding. It assumes that all disk storage would be
purchased in 1994. In fact, this would not be the case. Disk storage would be
purchased, as required, over the entire life of the project. As a result, SAWS
would experience savings as the cost of disk storage goes down. It is significant
to note that the cost of disk storage has come down over 40 percent in the last
two years. Disk storage cost has comparably decreased on mainframe
computers and is expected to continue decreasing in cost.

“It is not clear how many eligibility workstations one copy of MAPPER can
support with acceptable response times. Napa County uses one copy of
MAPPER, 35 eligibility workers, and 1.4 transactions per second, but has
experienced high response times. The Commonwealth of Virginia has 26
MAPPERs, 23 users per MAPPER, and 1.2 transactions per second per
MAPPER, with acceptable response times.”

The Auditor’s report stated it was not clear how many workstations one copy of
MAPPER can support to maintain adequate response times. They went on to
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say that Napa has one MAPPER with 35 users and poor response time and the
Common Wealth of Virginia has 26 MAPPERs with 23 users per MAPPER.
They further stated that at 35 users per MAPPER, statewide SAWS would
require 326 copies of MAPPER and at 23 users per MAPPER, statewide SAWS
would need 606 copies of MAPPER.

The department disagrees with the Auditor’s findings regarding the number of
MAPPERs used in Napa County and the Commonwealth of Virginia and their
relation to performance (transactions per second), number of users and
workstations which can support “acceptable response times”.

Sites that use MAPPER systems to support operations configure the number of
MAPPERSs based upon organizational requirements. The number of MAPPERs

does not correspond to the throughput of the application. The example cited for
the Commonwealth of Virginia system appears to be inaccurate. The
Commonwealth has 6 production MAPPERSs to run the ADAPT system which are
configured to represent the 5 statewide regions and one umbrella MAPPER for
statewide functions. Each of the five regional MAPPERs will serve on average
50,000 cases and between 500 and 600 users.

The largest ISAWS county will have 60,000 cases and over 400 users in a single
MAPPER. The following table represents the average transactions and number
of users for the larger ISAWS counties for March 1995.

County MAPPER Region Transactions Number of Users
San Joaquin 1 239,309 293
Mendocino 2 843,19 96
Kern 3 198,483 265
Kings 4 27,445 56
Madera 5 92,206 109

These current numbers refute the conclusions made in the Audit report.

Rather than proliferating MAPPERs, we are moving towards putting more
counties into an individual MAPPER. Mendocino County will be joined by Yuba.
The four smallest ISAWS counties (Colusa, Glenn, Lassen and Plumas) are
already sharing a single MAPPER region.
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“In addition to these concerns, the Deloitte & Touche/Unisys team and
HWDC informed us that the ISAWS system cannot effectively do ad hoc
reporting. This is partially due to physical limitations in the MAPPER
system.”

The statement that ISAWS cannot do ad hoc reporting due to physical limitations
in the MAPPER system does not tell the complete story. There are no physical
limitations in the MAPPER system. SAWS was designed as a real-time, on-line
processing system to meet the requirements for the eligibility workers to do their
work in a timely manner. The decision was made early in the development
process to limit the use of ad hoc reports against the production database during
normal business hours and to formalize the request for ad hoc reports so that
they could be scheduled at non-peak times. This decision was made so that
users would not be adversely affected by having these reports running against
the production database.

A data extraction process which will allow users to run ad hoc reports is planned
to be completed no later than July 1, 1995.

“In 1993, Unisys claimed there were 5,000 installations of MAPPER
worldwide. This compares with millions of COBOL and CICS installations.
Since then, according to the Gartner Group, the number of MAPPER
installations has been shrinking. The Gartner Group considers MAPPER to
be a fringe tool.

The department disagrees with this finding. Of the Unisys base of nearly 3,000
1100/2200 customers, 73 percent use MAPPER and would hardly consider
MAPPER a fringe tool. We cannot explain the Gartner view that MAPPER
installations are shrinking since MAPPER sales have increased five percent in
the Unisys mainframe world and 80 percent in the faster growing UNIX segment
of the market since 1992. While 5000 installations may not equal the COBOL
base, there are more than adequate qualified MAPPER resources available to
support ISAWS.

CICS installations number in the thousands rather than millions; however, there
is no doubt that significantly more COBOL programmers are available than
MAPPER programmers. If this is the intent of the finding we agree, but we
question what system the contractor is suggesting for SAWS if COBOL and
CICS are the only skills needed. The MAGIC system requires dozens of
software products some of which have very small installed bases and limited
resources available. LEADER will be based on mainstream products but will still
require various skilled resources to design and develop.
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“Government support for MAPPER also is waning.”

“According to another California county, the department told them it does
not plan on supporting the MAPPER version of SAWS in the long-run.”

The department disagrees. Los Angeles continues to use MAPPER even
though LEADER will be constructed using other software tools. Other
government entities also continue to use MAPPER extensively. For example,
the state of Virginia is implementing their statewide welfare system in MAPPER
based on a transfer of SAWS. Pennsylvania, New York, and Texas all use
MAPPER extensively. This finding is misleading because it implies that support
for MAPPER by other government entities impacts the future of SAWS. Over the
coming years, SAWS will evolve to incorporate new technologies as appropriate,
including some technologies provided or suggested by LEADER. In the
meantime, SAWS will continue to operate effectively based in MAPPER.

“Each copy of MAPPER also requires an additional overhead of more than

2.7 billion bytes of disk storage.”

It is unclear in the report how the Auditor arrived at this conclusion. However,
current system and workspace overhead for all MAPPERs serving ISAWS
counties averages less than 30 million bytes per MAPPER. This is 99 percent
less than reported by the Auditor, consequently all costs computed using 2.7
billion bytes of disk storage are incorrect. For example, the $5.4 to $8.2 million
estimated for disk storage in Chapter 2 of the audit report would actually be
$54,000 to $82,000.

“The system can run entirely on non-intelligent workstations; personal
computers are unnecessary. Data management, data presentation, and
application logic all are executed on the mainframe.”

The state purchased and deployed personal computers for the following strategic
and tactical reasons:

e Avoid having multiple terminals on each desktop to access multiple systems.

e Enable open systems architecture, for example, the use of TCP/IP, which is
becoming an industry standard for exchanging information between different
computer systems.

e Enable access to the Statewide Client Index (SCl) and Medi-Cal Eligibility
Data System (MEDS).
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e Enable access to the statewide Child Welfare System/Case Management
System (CWS/CMS), the Statewide Automated Child Support System
(SACSS), and the Los Angeles Eligibilty Automated Determination
Evaluation and Reporting (LEADER) system.

e Enable access to other county systems.
e Increase worker productivity.

One of the perceived major weaknesses with the NAPAS version of SAWS was
the proprietary nature of the solution. Personal computers were considered to
be an important component in meeting the objectives specified above. Personal
computers are not proprietary, allow for a Graphical User Interface, and more
importantly, help provide the required any-to-any connectivity and architectural
openness.
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CALIFORNIA DEPARTMENT OF SOCIAL SERVICES
RESPONSE TO BUREAU OF STATE AUDIT REPORT

Chapter 3

“Since Implementation of MAGIC, Merced County Has Met Important 1984
Legislative Objectives.”

We agree with this finding. It should be noted, however, that NAPAS is also
meeting the objectives in the 1984 Legislation. NAPAS and MAGIC were
developed with the same state requirements, which resulted in systems that are
nearly identical in their functional results.

“MAGIC is an open, distributed, client/server architecture.”

According to the audit report, MAGIC is not an open system. As defined in
Chapter 3 of the report, MAGIC does not meet the definitions of “open.” It will
not allow for “any interested party to participate in a bid, with no advantage given
to one participant” nor is Magic a software package that will “work on all other
(computer systems) of the same standard class.” Specifically:

e MAGIC uses an IBM compatible mainframe at its top tier. Although there are
three vendors that sell IBM compatible mainframes, the operating system is
owned, controlled, and sold exclusively by IBM. The report states that
VSAM, the database management system is open, which is incorrect.
VSAM is not a database management system, it is a data file manager. It is
not open; it is owned by IBM and can only be acquired as part of IBM’'s
operating systems. There is also a database management system, called
ADABAS, used on MAGIC’'s mainframe but it, and its fourth generation
language, NATURAL, is also proprietary.

e The middle tier of MAGIC uses a Hewlett Packard (HP) minicomputer running
the HP/UX operating system. The database on the middle tier is INGRES
which is proprietary. Furthermore, the interfaces which carry data down from
the mainframe each morning and back up again each night, and the
interfaces which send data back and forth to the workstations were custom-
built for MAGIC and will not work on “other computer systems of the same
standard class.”

e The bottom tier of the MAGIC system are personal computers (PC’s). These
PC’s run Microsofts DOS operating system but do not run Microsoft's
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Windows. Instead they run a proprietary product owned by IBM called
Desqview which computer industry analysts consider a dead-end product.
Finally, every workstation requires a proprietary artificial intelligence product
called AION.

Finally, in stating that MAGIC is distributed, the report assumes that the
distributed model is inherently better than the alternative. This is not necessarily
true. It is a model to which some systems are slowly migrating. In high volume
transaction oriented environments, distributed systems are risky and unproved.

“MAGIC is a viable alternative for counties today.”

The audit report is simplistically correct in its conclusion that MAGIC could be
transferred “as is” to run in another county. The department, however, believes
this conclusion is misleading. MAGIC works in Merced county, but there are
known issues and potential problems. The state and another county could not
ignore these issues when considering the further implementation of MAGIC.
Contrary to what the audit implies, the transfer of MAGIC to run in another
county would, almost certainly, require an additional investment of public funds.

“MAGIC and LEADER May Cost Less, Provide Greater Benefits, and
Perform Better than NAPAS/ISAWS.”

The department does not agree with this statement. MAGIC currently appears to
be less expensive than ISAWS because: 1) Funds have not been spent in
Merced to make MAGIC transferable to other counties; and, 2) ISAWS is
currently at the most costly point in its lifecycle, and per case costs should drop
as more cases are brought into ISAWS.

On the other hand, LEADER is SAWS. The LEADER proposal is built on the
SAWS model for California welfare automation and it reflects the type of
refinements that could be expected for the full implementation of SAWS. The
proposal for LEADER benefits dramatically from the work completed to date on
ISAWS. The full implementation of SAWS will, in turn, benefit dramatically from
the implementation of LEADER.

For example: 1) The proposal for LEADER includes using the same hardware
as ISAWS, which means that the same infrastructure used for ISAWS could be
used in the future to run LEADER, 2) LEADER will have identical data elements
and entity relationships in its database; this will allow case data to be exchanged
or converted automatically from ISAWS counties, and 3) LEADER will use the
same eligibility determination and benefit calculation logic as ISAWS.
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“After Full Implementation, Los Angeles County Expects to Achieve Annual
Savings of $83.5 Million.”

We concur. However, we believe that systems such as NAPAS, ISAWS, and
MAGIC would generate a similar level of benefits. The Auditor seems to attribute
the Los Angeles savings estimate to unique characteristics of LEADER. This
assumption seems unwarranted, since the basic business process and eligibility
rules incorporated in NAPAS, ISAWS, MAGIC, and LEADER are very similar.

If LEADER will save $83.7 million in Los Angeles, which the Auditor seems ready
to accept, then MAGIC or NAPAS would also save $83.7 million. No where in
the report does the Auditor support his contention that the savings, whether
administrative or benefit reduction, should vary based upon some unique
characteristic of any of the given options. In conducting our review to determine
the potential benefits of SAWS we recognized that the impacts might vary
substantially from county to county dependent upon the unique circumstances
presented in that county.

“NAPAS was less expensive to develop and pilot than LEADER and
MAGIC, but provides fewer benefits.”

We concur that NAPAS was less expensive to develop than the other SAWS
projects. However, we disagree that it provides fewer benefits. As indicated
above, there is no reason to conclude that there are significant differences in
benefits between these systems.

“Both NAPAS/ISAWS and MAGIC are highly reliable Systems, but the
Impact of Failure is Greater in NAPAS/ISAWS.”

We.disagree. The audit report indicates that a multiple tier architecture lessens @
the impact of systems failure. On the contrary, the three tiered approach
introduces more areas of vulnerability. In Merced, if the middle tier minicomputer

is down, the workers are not able to work on scheduled cases. This is equivalent

to the mainframe being down in NAPAS. And an outage in the middle tier
minicomputer can also cause data integrity problems. In four years of
processing, the NAPAS system has experienced no data integrity problems and

fewer than ten unexpected interruptions. According to the Auditor's report,
MAGIC experienced data integrity problems and three outages in the first quarter @
of 1995 alone.
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CALIFORNIA DEPARTMENT OF SOCIAL SERVICES
RESPONSE TO BUREAU OF STATE AUDITS REPORT

Chapter 4

“The department has not reported costs to-date, and is unable to easily do
so with its accounting system. . . .Our key concern is that the department
does not track and report the system’s costs.”

It is inappropriate for the Auditor to conclude that the department does not track
or report costs simply because of the complexity of our cost accounting system.
This statement is correct in that our accounting system is designed to track
legislative appropriations for each fiscal year. It is not well suited to reporting
cumulative costs of long term projects. However, we will take steps to improve
our automation project cost reporting system.

The department provides all past year and projected expenditures in the annual
Governor's Budget. The annual year-end Financial Statements also report all
past-year expenditures and accruals. Total SAWS Project expenditures have
always been included in the departmental totals.

“Without clear timelines, costs, and assignment of responsibilities, it is not
possible for the department to determine whether clear progress is actually
being made on welfare automation.”

We disagree. The Feasibility Study Reports (FSRs), Special Project Reports
(SPRs), Advance Planning Documents (APDs), and other necessary reports
have provided projected impact of the system, schedules, timelines, and
resource needs.

The SAWS Branch tracks costs by approval document, funding source, state and
federal fiscal year, and cost item. This information is used for project
management purposes and state and federal approval document reporting.
State and federal regulations and policies dictate how project costs are reported
and department accounting records are kept in accordance with these
requirements. Costs are reported consistent with approved project documents.
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“[The department] has not complied with Legislative and administrative
reporting requirements.... Annual reports to the Legislature are up to two
years late, often tied up in the agency secretary’s office, and do not comply
with statutory reporting requirements.”

Welfare & Institutions Code 10822 specifies the contents of the Annual Report
and requires that the costs and savings of the system be reported on an annual
basis. The Annual Reports have advised the Legislature that this reporting
requirement is contingent upon statewide implementation and can only be
meaningfully discussed in future annual reports.

All such costs are reported by the department and thoroughly reviewed by the
Legislature during the annual budget process. Also, since both FSRs and SPRs
are public documents with copies released to the Legislative Analyst's Office, the
department feels it has met its commitment of providing information to the
Legislature.

“Counties are expressing serious concerns with the management of
ISAWS implementation and feel like ‘passengers’ rather than ‘partners’ in
ISAWS.”

The above statement seems to contradict the actual cooperation and partnership
ISAWS counties have demonstrated since the beginning of ISAWS
implementation. The success of ISAWS county implementation clearly
demonstrates the effectiveness of the partnership between the state and
counties at all levels of implementation, including setting project-wide
implementation priorities and strategies, developing county implementation
teams and plans, and prioritizing maintenance of the SAWS application.

The ISAWS county welfare directors have met each month with representatives
from Social Services, Health and Welfare Agency Data Center, Health Services
and occasionally the Department of Finance and the federal agencies. These
meetings have been used to plan, coordinate and report on implementation
issues and activities. In these meetings ISAWS counties express their opinions
on significant implementation issues, describe common county implementation
needs and requirements, and agree as a group on implementation policies and
strategies. A few examples of the significant issues which have been discussed,
resolved and agreed to by consensus in these meetings are:

e Schedule of county implementations and subsequent schedule changes to
accommodate county needs and to maximize the use of project resources.
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e Use of county conversion funds to develop an automated MEDS download to
assist counties with case conversion.

e Revision of the workstation allocation formula to accommodate county
interview rooms, ongoing county training needs, eligibility workers, eligibility
supervisors, and support staff. The county welfare directors agreed by
consensus to the new formula as an equitable and fair distribution of
workstations. After Social Services committed the funding for the workstations,
several of the counties were willing to return some of the less critical
workstations in order to accommodate unmet critical workstation needs of the
other ISAWS counties.

The ISAWS county implementation teams consist of county staff and ISAWS
project staff. Each county has a state funded county project manager to manage
county resources assigned to the implementation project and an ISAWS project
coordinator to manage the ISAWS project resources assigned to the county.
Using implementation guides provided by the ISAWS project staff, the county
implementation teams develop county “specific implementation strategies and
plans. County project managers and ISAWS project coordinators meet each
month with ISAWS project management to discuss successful implementation
strategies and critical county needs.

Within the SAWS maintenance process, counties express concerns and identify
priorities for what needs to be in or added to the system. Counties participate in
the maintenance process by sending representatives to the weekly On-line
County User Meeting and/or monthly Priority Setting Group Meeting. At the On-
line County User Meeting, which is attended by SAWS Maintenance staff,
County Representatives, and Program Representatives, the counties:

¢ Identify issues with the system.

e Analyze and review Maintenance Change Requests (MCRs), including the
validation of assumptions about county operations.

¢ Receive information on the current SAWS maintenance workload and
scheduled implementation dates for system changes.

¢ Receive Program interpretations on specific issues.
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At the Priority Setting Group Meeting, which is. attended by County
Representatives, Program Representatives, and SAWS Maintenance staff, the
counties:

e Identify county operational impacts and discuss with Program
Representatives the initial priority for changes to the SAWS application or the
subsequent adjustment of priorities.

e Combine MCRs for a more timely release of changes to the SAWS
application, or close MCRs because the changes are not needed.

These are only a few examples of the cooperation which has existed between
counties and the state during implementation of ISAWS. As is noted above, the
partnership of county and state exists at all levels of ISAWS implementation
ranging from project-wide management to individual county implementations and
to coordination of changes to the SAWS application. Although some counties
may have expressed concerns and frustrations about specific implementation
and maintenance issues present at the time of the audit interviews, this should
not be the basis for concluding that a partnership between the state and counties
does not exist.

“The Department Did Not Follow Through on Its Original Plan to Develop
Welfare Automation.”

The department disagrees with the report’'s general conclusions that the CDSS
has mismanaged statewide welfare automation and with this finding in particular.

The audit, through this finding, suggests the department has mismanaged
welfare automation because we have made significant and numerous changes in
our approach to automation over the many years of the project. The suggestion
here is that those changes should not have been made and that the
department’s approach to automation today, regardless of any other factors,
circumstances, or influences, should be the same as the plan for automation
articulated in the 1983 report to the Legislature.

Instead, the department has done an effective job of managing welfare
automation and, during the last few years in particular, accomplished more than
at any time in the program’s history. Appropriate changes have been made to
strategies and plans in response to actual circumstances. All the changes have
been thoroughly analyzed, discussed and documented. The justifications have
been reviewed and approved, following existing procedures and policies, by all
the appropriate stakeholders including the counties, federal agencies, state
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control agencies, and the California Legislature. The actions taken by the
department represent prudent and sound management practices.

“Though ISAWS has diverted activities away from statewide welfare
automation, there are still nearly 40 positions authorized at the Statewide
Welfare Automation System Branch doing statewide automation planning.
With no statewide welfare automation efforts, it is unclear what the
responsibility of this Branch is.”

Although provided with information on both the SAWS Branch organizational
structure and its work responsibilities, the audit incorrectly suggests 40 positions
are authorized for, but not doing, statewide planning. The Statewide Automated
Welfare System Branch is not engaged in statewide planning activities beyond
those associated with identifying a strategy for statewide SAWS. There are
currently 87.2 positions authorized for the SAWS Branch. Of these 32.7
positions support application maintenance, 25.5 positions support the
implementation of ISAWS, 2.25 positions are engaged in reviewing county
automation requests including the LEADER project, and the remaining, 26.75
positions, provide project support through the development of approval
documents (i.e., APDs, FSRs, and SPRs); federal and state budget request
documents; fiscal tracking of project expenditures; approval for payment,
monitoring, and modification of contracts, Interagency Agreements, and county
‘Memorandums of Understanding; preparation of required reports, and the
development of procurement documents and involvement in the procurement
process.

“The department is spending money on unneeded enhancements to
NAPAS and ISAWS. Approximately $227,000 was spent on an abandoned
effort to centralize the printing of warrants. Another $479,000 has been
spent on a graphical user interface to NAPAS and ISAWS, an enhancement
not needed to effectively use the system.”

The Auditor did not fully review the reasons for not moving forward with the
Central Benefit Issuance (CBI) enhancement. Nor did the report identify all the
pertinent actions taken on the graphical user interface (GUI) enhancements.

An enhancement was planned, as a result of the SAWS evaluation, for a CBI
component to SAWS because CBI was a requirement for enhanced funding.
When enhanced funding was discontinued and adequate benefits could not be
identified in current county costs for benefit issuance, the CBI effort was
stopped. However, the department is pursuing a local benefit issuance process
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in the ISAWS system. The analysis that was performed for CBI is currently
being used to assist in the development of the local benefit issuance process.

A business case for a GUI prototype was identified and requested in the 1993/94
NAPAS APD-U. This enhancement was approved by the federal government. A
review of the graphical user interface prototype was performed and a decision
made that the business case for continuing beyond the prototype had not been
achieved. The department discontinued the GUI effort with county and federal
concurrence.

The actions taken by the department in both these areas were business justified
and appropriately approved, performed, and evaluated.

“Up until late 1994, no single person was assigned responsibility for
ensuring that a given public policy rule change is made to the software
supporting eligibility workers.”

We disagree with this finding. The department has had a single lead or
managerial staff responsible for the maintenance of the application software
since the state assumed responsibility for this activity.

In April 1993, the state contracted with Napa County’s NAPAS Project Director,
to lead the maintenance process at the state level. She remained in this
capacity until September 1993, when a Data Processing Manager was recruited
to manage the Application Support Unit of the SAWS Branch.

As further acknowledgment of the importance of this single person responsibility,
in October 1994 a Bureau Chief was added to the SAWS Branch organizational
structure to manage the rule change process for the department.

“The implementation schedule for ISAWS slipped from 15 months to 27
months during 1994, as documented in the department’s September 1994
Special Project Report.”

We disagree with this finding. ISAWS has had an excellent track record of
staying on schedule. The fifteen month ISAWS implementation schedule was
developed for estimating purposes and incorporated into the December 1993
SPR. This estimate occurred before the department actually began
implementation planning with each of the ISAWS Counties. The result of that
detailed planning, was a twenty-seven month implementation schedule, which,
except for minor adjustments, is being adhered to and is the basis of estimates
contained in the September 1994 and December 1994 SPRs.
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“Conducting such a large implementation evaluation [for ISAWS] solely for
the purpose of confirming estimates and assumptions is unusual.”

We agree that it would be unusual to conduct such a large evaluation solely to
confirm estimates and assumptions. ISAWS is not just an evaluation, but the
first incremental step toward statewide automation. The evaluation is needed to
ensure that we learn as much as possible about costs, benefits, and
implementation issues prior to taking the next step. The report criticizes the
department for not doing risk assessment. In the department’s judgment,
ISAWS itself is the most prudent risk management process.

“The Department’s ISAWS Evaluation Plan is Flawed....Does not have an
evaluation plan for ISAWS which would result in an unequivocal
recommendation to continue with or cease ISAWS.”

The ISAWS Evaluation Plan states that the evaluation should answer the
question “Does the interim system cost/benefit analysis support the business
case for the implementation of SAWS?” Participation in the development of the
ISAWS Evaluation Plan was extensive. Further, after the review and the
resultant agreement, the many agencies involved in the development of the
evaluation plan and the state and federal agencies responsible for its approval,
agree that the ISAWS evaluation plan is an excellent document to guide the
answer to that aforementioned question.

“It is noticeable that of the 64 phased activities in the [ISAWS] evaluation
schedule, counties are responsible for none of them.”

Counties were not only heavily involved in the development and review of the
ISAWS Evaluation Plan, but are responsible for many elements of the evaluation
methodology as indicated in the plan. Although the counties are not listed in the
“Evaluation Schedule” as the “Responsible Group,” they are shown as
contributors to the ISAWS evaluation under “Method” in that schedule.
Additionally, the counties are listed as “Team Members” and as contributors
under “Planning” and “Evaluation” in Appendix B of the ISAWS Evaluation Plan,
as well as being mentioned within the methodologies in Appendix C of the
ISAWS Evaluation Plan. It should also be noted that the Auditor did not directly
question the SAWS Project unit members who have responsibility for
coordinating the ISAWS Evaluation.
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“...there is no assurance that the [ISAWS Evaluation] plan per se will be
completed, or result in all the information necessary for decision making
being captured, as the department may have to curtail fact gathering to
match resources.”

We disagree with this finding. The department developed the ISAWS evaluation
plan with the expressed intention of answering all the pertinent questions about
statewide automation and does not intend to withdraw from that effort.

"The departrhent has never measured statistically valid error rates in Napa
County, Merced County, or any of the ISAWS counties."

We agree that more reliable information is required to measure error rate
changes. It is for this reason that the ISAWS Evaluation Plan includes a quality
control review component which was specifically designed to provide significantly
more reliable information.

"Sample size [of the ISAWS QC Evaluation] appears excessive."

We do not agree that the sample size is excessive. Earlier the Auditor
expressed the importance of “reliable samples of welfare cases” to measure
changes in error rates. The department also believes that reliability of findings is
important. For this reason, a power level of .80 was selected to provide a high
level of certainty that the quality control review would accomplish the evaluation
objective (i.e., to detect a 20 percent universe error rate reduction at the .05 level
of statistical significance). With smaller sample sizes than those used in the
ISAWS evaluation plan there would be less certainty (i.e., power less than .80)
that the evaluation objective would be accomplished.

It also should be noted that confidence level is not the appropriate sample size
criterion to use in evaluating negative error rate changes. The critical criterion is
the ability (i.e., power) of the statistical significance tests to detect a 20 percent
reduction in the universe error rates. The power level of .80 was used in
determining the ISAWS evaluation plan sample sizes. This means that with
these sample sizes 80 times out of 100 the significance test based on sample
results would detect a 20 percent error rate reduction in the pre and post
conversion universes. Much greater sample sizes are needed to meet the power
criterion than the confidence level criterion.

April 13, 1995 Chapter 4 Page 8
G-32



"The effort to determine post-conversion error rates [for the ISAWS
Evaluation] for the two largest ISAWS counties, Kern and San Joaquin, are
duplicating other department error rate measurements."

We disagree with this finding. Based on the ISAWS evaluation design, sample
sizes larger than those under the Quality Control Restructure are needed to
detect a 20 percent to 40 percent error rate reduction. The sample size under
Quality Control Restructure would not be sufficient to meet the sample size
criterion (power level of .80). The Quality Control Restructure Plan requires that
approximately 50 cases (AFDC and Food Stamps) be completed monthly in
each of these counties. The ISAWS Evaluation Plan requires post-
implementation completed reviews of a minimum of 250 cases in each of these
counties, and, if a significant error reduction is not demonstrated, an additional
1,100 cases must be completed.

In addition to the number of cases, the sampling periods under the ISAWS
Evaluation Plan and Quality Control Restructure are different. The ISAWS post
conversion samples are selected from a single sample month while the samples
for Quality Control Restructure are selected from an annual sampling period. For
ISAWS, a single sample month, shortly after the end of conversion, was selected
to minimize the potential that other factors (e.g., regulation changes) would
impact quality control review findings.

“..the department decided [in the SAWS Evaluation during 1992] to...
evaluate the two pilot systems being developed, though not to pick one
system over the other.”

We disagree with this finding.

The SAWS Evaluation Plan, in 1992, identified five alternatives which would be
considered: Allow either NAPAS or MAGIC to be operated at the county level,
Select MAGIC as the statewide system to be operated by a service bureau at the
state level; Select NAPAS as the statewide system to be operated by a service
bureau at the state level; Select MAGIC as the statewide system to be operated
at the county level; and, Select NAPAS as the statewide system to be operated
at the county level. Therefore, the intent of the department was to evaluate five
alternatives which could result in the selection of one system over the other.

The SAWS Evaluation during 1992 was in fact conducted by three teams which
addressed functionality, technology and financial issues. These teams
independently gathered and analyzed findings and drew conclusions in their
respective areas. Each team independently concluded that, at the time, NAPAS
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as the statewide system operated by a service bureau at the state level was the
best strategy for implementing welfare automation statewide.

“The [SAWS Evaluation financial analysis] team did not concern
themselves with business needs....”

The department disagrees with this finding. While others during the 1992 SAWS
Evaluation were responsible for reviewing business needs, the financial team
objectively assessed each alternative from a cost and benefit perspective.

“The [SAWS Evaluation] functionality team...addressed business needs
only superficially. The department stated ‘an in-depth system-to-system
comparison of business functions and rules was not an objective of the
[1992] SAWS Evaluation.’”

We are concerned that this finding conveys the impression that the evaluation

inappropriately gave short shrift to the business needs review. In fact, since both

systems were designed based on state mandated standards, including the
required level of business functionality, and as the state had been assured by
the two counties that their pilot systems were in compliance with these
requirements, a functionality comparison was not considered necessary as part
of the 1992 SAWS Evaluation. Instead, the business functionality team focused
on user acceptance, administrative savings, error reduction, completeness of
functionality available in other counties, impact on county organizational
structures, training requirements, user documentation and impact on application
maintenance.

“The department also failed to reevaluate the decision when it immediately
began adding costs to NAPAS after its selection in January 1993 [following
issuance of the SAWS Evaluation Report in January 1993].”

The SAWS Evaluation Report took six months to complete and its final
distribution occurred in January 1993. During that six months, the department
was developing detailed implementation strategies and plans and refining costs.
The costs that were added to NAPAS results from this detailed planning process.
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“The department failed to evaluate [in the SAWS Evaluation] the two pilots
on the same basis, with the same level of detail. The department
conducted its analysis of MAGIC differently than it conducted its analysis
of NAPAS....”

During the technology review portion of the SAWS Evaluation, many problems
were discovered with MAGIC which did not exist with NAPAS. In order to fully
understand the nature and severity of the problems and to identify potential
remedies, it was necessary to further evaluate the findings around MAGIC.
These problems and their identified solutions led to the conclusion that MAGIC
would be expensive to correct, was not ready to be transferred, and would
significantly delay statewide implementation. So severe were the problems that
the federal agencies indicated that MAGIC, once corrected, would have to be re-
piloted in another county before any consideration would be given to it as a
transfer system for California. These findings and conclusions were also
confirmed in an independent review by the MITRE Corporation.

“MAGIC Was Criticized for its Open Client/Server Architecture, While
Recommendations Were Made to Use an Open Client/Server Architecture
[as part of the SAWS Evaluation].”

The department recognized the value of the client/server architecture; however,
the department was unable to select the client/server alternative because
MAGIC was not yet fully operational in Merced County. The SAWS Evaluation
also concluded that NAPAS, a ftraditional mainframe architecture, could be
implemented with networking capabilities. As a result, the Implementation Plan
included in the SAWS Evaluation Report indicated “Intelligent workstations, a
wide area network and local area networks will be consistent with those
proposed for the Child Welfare Services Case Management System and will best
position SAWS to take advantage of current and emerging information and
communications technologies.” Even with the decision to pursue this strategic
direction the MAGIC solution was still more costly that the NAPAS solution.

As mentioned above, despite the attractiveness of the client/server environment,
MAGIC was not yet fully operational in Merced County. In addition to the other
technology problems discovered during the SAWS Evaluation, MAGIC's
client/server architecture included pervasive proprietary components which
minimized some of its architectural benefits. However, the SAWS Evaluation
Report notes that the implementation of MAGIC was a remarkable achievement
for the state of technology in 1989. It was also recognized that MAGIC provided
many valuable lessons and much information as a prototype of a client/server
model for welfare automation. It is important to note that today MAGIC works
well in Merced County.
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“The Department Misrepresented its Own Evaluation Team’s Assessment
[in the SAWS Evaluation].”

We disagree with this finding. The Auditor has apparently taken two statements
from the SAWS Evaluation Report and compared them to each other out of
context. One of the statements was from the executive summary, the other from
an appendix. We believe that the two statements are consistent. In any event,
such an inconsistency would not be appropriately categorized as
misrepresentation.

“The Department Ignored [in the SAWS Evaluation] County Preferences
and Needs Expressed in the All County Survey.”

We disagree with this finding. The SAWS Evaluation was an open, inclusive,
and comprehensive process that included the major stakeholders from a variety
of state, federal, and county agencies. Representatives of all stakeholders
approved the evaluation schedule, process, methodology, findings, conclusions
and recommendations. The All-County Questionnaire which included a question
regarding system preference was part of the data gathering process for the
SAWS Evaluation. As a result, counties had to rely on their own knowledge and
perceptions of the systems and did not have the benefit of the SAWS Evaluation
findings. At the conclusion of the SAWS Evaluation, the California county
welfare department and data processing directors unanimously backed the
decisions resulting from the evaluation, as documented in letters received from
the County Welfare Directors Association and California Association of County
Data Processors.

“NAPAS 1995 -- The author of NAPAS, Deloitte & Touche, and Health and
Welfare Data Center, told us that ad hoc reporting cannot be done on the
NAPAS system.”

The statement that ISAWS cannot do ad hoc reporting due to physical limitations
in the NAPAS system does not tell the complete story. There are no such
physical limitations in the NAPAS system. SAWS was designed as a real-time,
on-line processing system to meet the requirements for the eligibility workers to
do their work in a timely manner. The decision was made early in the
development process to limit the use of ad hoc reports against the production
database during normal business hours and to formalize the request for ad hoc
reports so that they could be scheduled at non-peak times so that users would
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not be adversely affected by having these reports running against the production
database.

A data extraction process which will allow users to run ad hoc reports should be
completed no later than July 1, 1995.

“A final eligibility determination and benefit calculation (EDBC) is made for
each applicant, and can be done on the screen or in nightly batch
mode....We observed response times for on-line EDBC of between 2 and
2.5 minutes, after mainframe capacity was increased 50 percent. . . . yet
only 15 percent of ISAWS workload was using the system... The response
time between screens is critical because it can accumulate to thousands of
hours over the year.... This is perhaps the most significant, unreported
cost. The department, (HWDC), and the ISAWS vendors have been unable
to pinpoint all causes of the problem and fix them. As a result, the cost to
fix ISAWS response time is unknown.”

The department disagrees with this finding. The department is currently
delivering service within acceptable levels, which is tracking to our updated
capacity plan. We have no reason to believe that our estimates for mainframe
performance are flawed. Our capacity plan is based on continuous
improvements in the performance of the hardware and software and the change
in our workload mix as we finish conversion and training. In addition the
department is pursuing performance guarantees from the vendors that six
instruction processors will be sufficient to service all 14 counties with acceptable
response times.

There appears to be misconceptions about the definition of EDBC Processing.
As EDBC requirements vary so widely from case to case, the performance
criteria were set up per component. "Complex Processing" relates to each
element (e.g. Food Stamps Income rule-driven calculation), NOT to the entire
EDBC procedure. Furthermore, if a worker needs to run EDBC on-line for a
complex case, the worker can easily switch to another case and work on it while
EDBC is running on the complex case.

The Auditor states that in January 1995, unacceptable response times were
being experienced in the counties with only 15 percent of the projected total
caseload on the system. The fact of the matter is that although only 15 percent
of the caseload was on the system, approximately half of the workers had been
trained and were using the system. A disproportionate amount of resources are
used by workers during training modes and while they are learning more efficient
ways to use the system.

April 13, 1995 Chapter 4 Page 13
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An additional factor to consider with ISAWS is that the first counties had only
been in production since August 8, 1994, six short months before the audit was
conducted. This was from the time the first case was added to the system. This
is an important point because even though SAWS had been in operation in Napa
County for several years before being rolled out to the 14 counties, the
difference between the operation of a system the size of Napa County and a
system the size of ISAWS is not trivial. In fact, the caseload size of ISAWS is
larger than that of 22 states. As standard practice, all systems go through a
shakeout period to detect and correct system problems. The performance audit
conducted at this stage of system implementation did not provide an accurate
measure of system performance.

Today, we have over 1,000 workers on the system, approximately 53 percent of
the total, using 50 percent of the expected IP capacity. With approximately 900
more workers coming onto the system, coupled with the planned delivery of
three additional IPs, we believe we are in an excellent position to continue to
meet service level objectives established for this system.

“The Public Contract Code, Section 12012, allows for sole source contracts
if the goods or services proposed are the only ones that can meet the
state’s need or in cases of emergency where the immediate acquisition is
necessary for the protection of the public health, welfare, or safety.
However, we found that the Health and Welfare Data Center (HWDC), on
behalf of the department, improperly acquired computer equipment without
obtaining competitive bids....We found that the HWDC paid Unisys at least
$119,000 more for this PC equipment than it would have if it had acquired
the same or comparable equipment from the California Computer Source.”

The department disagrees with the finding that it improperly acquired equipment
without obtaining competitive bids. The Auditor claims that personal computers
could be acquired at the California Computer Source (CCS) at less cost than the
sole-source personal computers. The workstations at CCS did not have the
necessary software nor could CCS deliver the computers to the appropriate
counties because the 50-mile radius restriction. Also, CCS personal computer
prices did not include the cost of installation and testing provided by the sole
source vendor. Consequently, the department did not pay more for the sole-
source personal computers.

The department disagrees with the finding that the Department of General
Services granted to HWDC a sole source justification that does not meet the
Public Contract Code criteria. The Public Contract Code also stipulates that
State Administrative Manual (SAM) regulations apply to sole-source
procurements. SAM allows the director of the Department of General Services

April 13, 1995 Chapter 4 Page 14
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to determine that the state’s interests are better served by an exemption to the
competitive bid process. The cost of a competitive bid process for that
equipment would likely have exceeded the $119,000 savings presumed in the
finding.

“Two of the justifications listed above [by HWDC in a letter to the
Department of General Services] appear to be for the convenience of the
HWDC and the department. Moreover, none of the justifications listed
above meet the Public Contract Code criteria for a sole source contract.”

The HWDC disagrees. The sole source procurement was undertaken solely to
expedite rapid implementation of the counties so that the necessary information
could be obtained for the statewide procurement.

April 13, 1995 Chapter 4 Page 15
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CALIFORNIA DEPARTMENT OF SOCIAL SERVICES
RESPONSE TO BUREAU OF STATE AUDIT REPORT

Chapter 5

“The Legislature should limit welfare automation funding until certain
conditions are met.”

The department believes that implementing this recommendation would
jeopardize the ISAWS counties. The first nine ISAWS counties are in production
and have been actively converting cases and administering welfare differently in
the ISAWS environment. Each county has made significant organizational
changes and local investments designed specifically to support the automated
environment. ISAWS is their future. This audit recommendation jeopardizes
their future. If this recommendation were adopted, the five remaining counties,
who have already made significant investments in ISAWS planning, might
choose to withdraw from the project before they begin case conversion.

“The Department should competitively bid the Statewide Implementation of
Welfare Automation.”

The department does not agree with the recommended approach to welfare
automation. We believe it requires too large a financial commitment too soon to
a product and plan for implementation that is unknown.

The Auditor's recommendation assumes there can be a cost-beneficial SAWS
solution and, based on that assumption, would require the Legislature to
immediately commit to a procurement valued at hundreds of millions of dollars.
The recommendation also suggests that the current SAWS solutions that have
been developed and are working successfully in several counties be essentially
thrown away and that the state and counties start from scratch. This approach
would seem to create significant and unnecessary risks for the state.

The department’s approach is much more prudent and manageable and allows
for open and competitive procurement. We believe the implementation of SAWS
should be approached incrementally, so assumptions can be adequately tested,
lessons can be learned and problems corrected and we can build on our
experience and success. This is the approach the department used with ISAWS
and the approach the department believes will result in a cost-beneficial
statewide implementation of SAWS.

April 13, 1995 Chapter 5 Page 1
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“The Legislature Should Consider Continued Independent Review of
Welfare Automation.”

The department recognizes this recommendation is intended for the Legislature,
but it is important that we comment on the likely practical impact of adopting the
recommendation. We must point out that continuing an independent review of
welfare automation will require a significant resource commitment by the
department. During the audit period, the department has used thousand of
hours of staff time to provide information and support to the Auditor. This effort
resulted in redirecting resources away from SAWS project activities. The
diversion of staff would continue with a continuing review. In addition, it must
also be noted that SAWS project resources are routinely being redirected to
provide support and information for inquires from the Legislature, state and
federal agencies and the media. We believe that the normal federal and
legislative budget oversight processes provide ample review.

April 13, 1995 Chapter 5 Page 2
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NAPA COUNTY HEALTH & HUMAN SERVICES AGENCY

2281 ELM STREET ® NAPA, CALIFORNIA 94559-3721
TELEPHONE: 707/253-4461
FAX: 707/253-4155

TERRY LONGORIA

Director

ROBERT S. HILL, M.D.
Medical Director/Health Officer

April 12, 1995

Kurt R. Sjoberg, State Auditor
Bureau of State Audits

660 J Street, Suite 300
Sacramento, California 95814

Dear Mr. Sjoberg:

Please find enclosed Napa County’s response to the portions deemed
applicable to us of the Ernst & Young LLP Report on the CDSS
Statewide Automated Welfare System. Thank you for allowing us this
opportunity. Due to the limited time allowed for comments, our
response is not as complete as we would like it to be. We remain
willing to respond to any additional questions there may be.

incerely,

Direct
Napa County Health & Human ‘Services Agency
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NAPA COUNTY

RESPONSE

TO

CALIFORNIA STATE AUDITOR’S REPORT

ON

CDSS SAWS

April 12, 1995



ERNST & YOUNG REPORT APPEARS TO BE (1)*
INACCURATE AND FLAWED

We do not believe there has ever been an automated system as poked,
probed, examined, criticized, or analyzed as much as NAPAS, now
SAWS. The non-Unisys world wants to convince us that a Unisys
based solution, especially with an alleged "resource hog" like
MAPPER, simply can't work. But the good news, WHICH THE ERNST &
YOUNG REPORT AIMOST IGNORES is that NAPAS, now SAWS, can work and
is working!

Perhaps it was the short timeline that caused the Ernst & Young
study to be as inaccurate and flawed as it appears to be. It is
of concern to Napa County that throughout the report, the evaluator
turns NAPAS/ISAWS positives into negatives and MAGIC negatives into
positives. The greatest irony of the report is that it gives the
impression that LEADER, the Los Angeles automation project, is a
completely functioning system when it hasn't gone beyond the
conceptual stages. In fact a development contract has not yet been
signed. This can be very misleading to the policy makers who are
looking for an instant solution to the automation problem.

Napa County has always been and always will be interested in the
automated system that can best work for its staff, the clients and
the taxpayers. The State needs to get OUT of the business of
supporting multiple systems and Napa supports that effort.

Merced County is a colleague - not a competitor. Our remarks will
focus purely on the areas of inaccuracy in regard to the report of
NAPAS/SAWS and will not attempt to focus on the difficulties
experienced by the MAGIC project. Merced County has tried very
nobly to bring up a new version of automation, and much has been
learned in their attempts. It is hoped, however, that the State
and Federal government would ask some tough hard questions and get
some SOLID answers before totally changing the direction of SAWS.
The areas of concern glossed over in the E&Y report would need to
be fully addressed. Clearly, Anderson Consulting, the MAGIC
development consultant, was unsure of the MAGIC architecture and
transferability when it proposed a solution for the State of
Nebraska.

2

* Our comments on the response from the Napa County begin on page L-1.



THE COST JUSTIFICATION IN THE ERNST & YOUNG
REPORT IS MISLEADING

THE MISSION OF NAPA COUNTY WAS TO DELIVER A SYSTEM THAT WORKED and
could be transferable to other Unisys Counties. WE DID THAT! Napa
did not promise to achieve cost savings in its development efforts.
In every APD presented to the State and Federal government, the
benefits of NAPAS were deemed to be at the point of transfer to
other counties. SAWS and ISAWS allow these benefits to be
realized. E&Y was provided copies of APDs and other documentation
that put forth this concept and it was explained to them in oral
interviews. The cost justification information in the evaluation
is very misleading.

The State should respond to most of the confusion around costs and
benefits caused by E&Y's report. As a County Welfare Director, I
need to point out that there are more global savings that E&Y never
assumed. Welfare does NOT exist in isolation. 1Ideally it is part
of a System of Services to assist clients to self sufficiency.
Some of the cost savings of automation include:

* Higher results in child support collections because (a) the
interactive interview gathers better information than the

manual mode (b) address changes and other case changes are

automatically updated and sent to the Family Support Office.
Napa County experienced a 33% increase in Child Support
collections from 1989 to 1994.

* Better results in gathering third party information on Other
Health coverage. Napa County CONSISTENTLY leads the state in
this effort. SAWS assists in this process by not only
gathering better data from the client, but also reporting it
to the State in a more expeditious manner than a manual mode.
Medical care is clearly the most costly of welfare programs
and using third party insurance moves the liability of that
expense from government to the private sector.

* More complete overpayment collections. SAWS tracks
overpayments by case member as allowed by law. When family
members transfer to other cases, the overpayments follow and
grant adjustments automatically occur. Napa has seen a 30%
increase in AFDC grant adjustment and a 40% increase in food
stamp grant adjustments from 1993 to 1994. SAWS should be
enhanced to assist with collections on discontinued cases as
the County has NOT seen much of an increase in this currently
non-SAWS function.
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* Less time on frivolous fair hearings. Because the logic is
built into the system, the county has confidence in the rules
as applied. According to the Napa County Fair Hearing
Coordinator NOT A SINGLE HEARING HAS BEEN LOST DUE TO
INAPPROPRIATE APPLICATION OF THE RULES.

THESE ARE IMPORTANT AREAS TO CONSIDER, BECAUSE DELAYING FUTURE
AUTOMATION WILL DELAY THE BENEFITS THAT COULD BE ACHIEVED.

NAPAS WAS CONSISTENT IN
STATED EXPECTATIONS
AND ACHIEVED GOALS OUTLINED
IN THE ORIGINAL APD

Throughout the report the success of NAPAS/SAWS is understated.
NAPAS was consistent in its expectations and achieved its goals.
As outlined in the Advanced Planning Documents, some of the goals
NAPAS sought to achieve included:

1.

Uniform application of program policies and regulations
GOAL ACHIEVED

The System, not the worker, determines eligibility based on
information provided directly by the client in an interactive
interview. The worker, who needs' to explain rules and
regulations to the client, still must be fully knowledgeable
of them - much like a tax accountant must still know tax law
though using an automated tool.

Improved timelines of benefit issuance
GOAL ACHIEVED

The timeline for benefits is reduced to HOURS rather than
DAYS. In non-emergency situations, if a client brings in
needed verifications, they can receive benefits on the same
day as the interview. This is a reduction from 45 days! The
report indicates that NAPAS/SAWS takes longer than this.

4
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Standardization of operations

GOAL ACHIEVED

Training time has been reduced substantially, workers are more
flexible to move between caseloads because they are not “over-
specialized”. All workers have the capability of working
multiple aid types.

Enhanced control and accountability for the expenditure of
federal state and county funds

GOAL ACHIEVED

Quality control measures are built into the system.
Supervisors can set parameters for case review. Reports are
generated directly from the system.

Reduction in the opportunity for fraud to occur
GOAL ACHIEVED

Workers can carry more cases now, so the agency was able to
create a fraud unit that never existed before. Additionally
system controls and audit trails allow for controls of
employee involved fraud.

Improved flow of information between the department and other
federal, state and county agencies

GOAL ACHIEVED

On-line interfaces with the various systems including MEDS,
Statewide Client Index, IEVS, IFD and SAVE provide timely
information.

Increased access to client and case information
GOAL ACHIEVED

Administrative support staff (clerical and fiscal staff)
indicated this to be one of the PRIMARY ADVANTAGES of the
system to their job. The hunt for the lost physical case
record is over! Necessary information is on-line and
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10.

available to those who need it and who have security access to
it. We have been able to move EWs into the community at more
appropriate locations (such as hospitals, clinics, and
treatment centers) and their supervisors still have access to
full case information from the central office!

Enhanced capability to plan, organize and control operations
through access to relevant, up to date information

GOAL ACHIEVED

Summary information is readily available to program managers
and supervisors to help with program and staff planning.

Reduced learning period for new hires due to interactive
nature of the system

GOAL ACHIEVED

New workers spend time learning eligibility rules and
regulations - not how to complete forms.

Increased access to community resources for clients through
automated referral process

GOAL ACHIEVED

A "Passport to Services" allows clients to more easily access
other programs building to self sufficiency - such as college
financial aids, housing authority, WIC referrals, etc.



RESPONSE TIME IMPROVED

There are some areas of the E&Y Report that need special attention.
One of these 1is response time. There is absolutely no question
that Napa County has been unhappy with response time and that this
is an area that has needed great attention. The good news is that
appropriate attention IS being paid to this area. The County has
experienced great relief from the extreme problems of the system as
viewed when E&Y visited Napa.

Two things have occurred recently which have dramatically improved
the Napa response time. The first improvement was a communications
fix whereby a new configuration was installed on the DCP so the
transmissions are getting through much faster. Screen to screen
response time is now 2 to 3 seconds.

The second improvement was an applications fix whereby EDBC can be
run in batch for cases in which immediate results are not needed.
This frees up the processing during the day so those cases that do
have EDBC run on-line are meeting the response time limits. The
response time of 10 seconds for complex runs is also being met.

There is no doubt that EDBC has the most complex runs. For each
component of EDBC, the Driver, Non Financial, AFDC Resource/Income,
Food Stamp Resource/Income and Medical Resource/Income sections the
response time is met. It was never the expectation that EDBC would
run in totality in 10 seconds. Two to three minutes is the
expectation.

USER SATISFACTION

Napa County staff have echoed the SAWS Pause Evaluation results for
user satisfaction. Not one Eligibility Worker or Clerical Worker
or Fiscal Worker would want to go back to the old system we had.

All are enthusiastic supporters of NAPAS/SAWS. When visiting other
ISAWS counties who have come on-line, namely San Joaquin, Kern,
Kings, Madera, Mendocino, Lassen, Glenn, Colusa, the same level of
enthusiasm is heard from the workers. Workers state it is easier
than the old way, it takes less time, it is more accurate, it does
the vehicle valuation, it does the budget computes, it does Sneede
for Medi-Cal and CMSP, it interfaces to MEDS - it is amazing what
it does. Overpayment and overissuance calculations are easier, "I
can do them in between interviews or phone calls as opposed to
dedicated time as with the old system". Clerical and fiscal staff
appreciate the access to information which 1is on-line versus
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waiting for the worker to give them the information/case or having
to find the physical case record to look data up.

TRAINING

The statement that efficiency gains have been seen in training by
Napa County is true. The conversion experience of one of the ISAWS
counties is even more efficient. Hiring conversion workers is one
option open to ISAWS counties. With experienced Eligibility
Workers from another county, this ISAWS county provided one day of
system training (which included time to review the old physical
case record and other reports available from the old system) before
having the EWs actually do conversion. These EWs are able to use
SAWS to do case conversion with less than one day of system
training.

SAWS PROCESSES AN APPLICATION IN
APPROXIMATELY 1 1/2 HOURS

The statement that it takes 1 to 24 days to process a case in SAWS
is misleading. The system processes a case from start to finish in
approximately 1 1/2 hours, depending on the complexity of the case.
A simple Food Stamp case can be done in 1/2 hour. A difficult
Medi-Cal case for Long Term Care with a 30 month property spendown
will take 2 1/2 hours. The typical AFDC case is the 1 1/2 hours.
This time includes the interactive interview process. At the end
of the interview 1if the client has provided all verifications
required, the client can leave the office with all benefits in
hand. The time frame referred to when asked the question of
"Average amount of time between (1) Client aid request and Intake
Interview and (2) Intake interview and Notice of Action” includes
the amount of time the average client takes to return required
verifications so a case can be finished. This time frame also
includes the operational aspect of the typical welfare office
experience of number of EWs to client requests for aid. Not all
clients are seen on the same day they apply for aid by an EW. This
is driven by the operational aspect of availability of staff
schedules. Same day appointments are taken by clients with
Immediate Need, Homeless, Expedited Food Stamp and/or Emergency
Medical needs.

Client cooperation is outside the control of an automated system.



THE TOTAL DEVELOPMENT COST FOR NAPAS IS
INACCURATE

The report states that the total development costs for NAPAS
Development was $12 million. This is inaccurate. The total
AUDITED costs for NAPAS development, which was conducted in
February 1994 by FNS (U.S. Department of Agriculture, Food and
Nutrition Services), were $7,989,960. During Fiscal Year 1993/94
there was an additional $3,144,995 added to the maintenance
contract with D&T for enhancements. These enhancements were
necessary to fill the demands anticipated by California counties
receiving the system. The enhancements would have been necessary
for the deployment of any statewide system and should not be
included in the total development costs of the NAPAS system.

IN CONCLUSION

Napa County has years invested together with CDSS in bringing
welfare automation to the State of California. The job of an
Eligibility Worker is too complex and costly to continue in a
manual environment. We remain committed to work in continued
partnership with the State of California, other counties and the
private sector to achieve the goal of statewide automation.
Anything which jeopardizes welfare automation moving forward to
other counties in California would be a step backward.

Please accept this report in response to the E&Y report of CDSS
SAWS. Because of the short timeframe in which we had to respond
our comments are not as complete as we would like them to be. We
remain willing to respond to any additional questions.

H-10
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Eligibility Services

Social Services
HUMAN SERVICES AGEN CY Administrative Services
Project Planning e
2115 WEST WARDROBE AVENUE Refugee Services
MAILING ADDRESS P.0. BOX 112 Public Conservator
TELEPHONE (AREA CODE 209) 385-3000
MERCED, CALIFORNIA 95341-0112 JOHN CULLEN

Director

April 11, 1995

Kurt R. Sjoberg, State Auditor
Bureau of State Audits

660 J Street, Suite 300
Sacramento, CA 95814

Dear Mr. Sjoberg:

I have reviewed your report on the Department of Social Services Statewide Automated
Welfare System (SAWS). I found the report’s assessment of MAGIC to be very thorough
and reflective of this system’s impact on the operation of public assistance programs in
Merced County. I am hopeful that your report will be useful to the Legislature in setting
future direction for the automation of welfare in California. As per your request, the
following are typos, minor corrections or clarifications to the draft report.

1. Exhibit I-2 - Sixth line should say CA 2 vs JA 2.

2. Page 1-17 - The last sentence should read "20,800 hours" versus the 27,552 hours listed.
This correction would make it consistent with page 3-4, third paragraph.

3. Page 4-17, Bullet 2 - This sentence should read "The results of a survey conducted in
the spring of 1991 indicated that 27 counties had a preference for the MAGIC system,
five for the NAPAS system, and 23 counties indicated a preference for having the Health
and Welfare Data Center serve as the service bureau that would run either MAGIC or
NAPAS without identifying a preference for either system."

4. Page 3-25, Paragraph 2 - Sentence three should be deleted. If the file server goes doWn
(which it never has), uploading and downloading of cases would not be possible.

Thank you for giving me the opportunity to comment on the report, and if additional
information is needed, please call me at (209) 385-3000, extension 5300.

Sincerely,

f‘)\Q\A LI

John B. Cullen
Director

cmp
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COUNTY OF LOS ANGELES
DEPARTMENT OF PUBLIC SOCIAL SERVICES

EDDY S. TANAKA 12860 CROSSROADS PARKWAY SOUTH, CITY OF INDUSTRY, CALIFORNIA 91746 / TEL (310) 908-8400
DIRECTOR

April 13, 1995

Kurt R. Sjoberg

California State Auditor
Bureau of State Audits

660 J Street, Suite 300
Sacramento, California 95814

Dear Mr. Sjoberg:

DRAFT REPORT ON THE DEPARTMENT OF SOCIAL SERVICE's
STATEWIDE AUTOMATED WELFARE SYSTEM

Thank you for the opportunity to review the subject report. Our comments were
provided in an earlier communication.

Very truly yours,

O

NE J. CAMOU, CHIEF
LEADER Project

RJC:ES:cp
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Appendix K

Comments on the Response From the Department of Social
Services

To provide clarity and perspective, we are commenting on the Department of Social
Service’s (department) response to our report. Although the department disagrees with
many of our observations concerning SAWS, we are pleased to note that the
department now acknowledges that:

Qa ISAWS, as currently designed, is not a viable solution for statewide welfare
automation

Q Competitive procurement of SAWS is needed
Q Vendors should be required to provide “performance guarantees.”

Our comments on the department’s specific concerns are numbered to correspond to
those we have placed in its response.

We have considered the Director’s concerns, however, as we point out in numerous
examples throughout the report, we believe the department has mismanaged statewide
welfare automation.

The 26 percent administrative cost savings are attributable to budget constraints and
streamlining efforts by the counties, not the department’s welfare automation efforts.

The department’s claim is misleading. The central database was developed by the
Department of Health Services and was already in existence at the time the department
began its welfare automation efforts. The department added the non-assistance food
stamp population to the database at a cost of $8.4 million.

The department’s claim is misleading. ISAWS has not been implemented in nine
counties. Only two counties have been fully implemented. The remaining seven
counties are in various stages of implementation.

The LEADER system was independently procured by Los Angeles County through a
competitive bid process which resulted in the selection of a proposal by Deloitte &
Touche and Unisys Corporation. The fact that these are the same contractors for
NAPAS/ISAWS is irrelevant. LEADER could have been a proposal from any vendor.

ISAWS is not LEADER. The department is confusing high-level system requirements
with hardware choices and the final implemented software code. The use of similar
hardware is coincidental and was not a requirement of LEADER. Further, LEADER
will not use MAPPER. ISAWS does use MAPPER, but was rejected as a solution for
Los Angeles County for this and other reasons. LEADER, as well as any other
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10.
11.

12.

13.
14.

15.

solution, must use the same data elements and welfare rules as ISAWS. However, it
will not use the same program code as ISAWS.

We believe that our recommendation regarding funding for the project is prudent. It
provides the department with six months to prove its assertion that its approach to
welfare automation is cost-effective for the 14 ISAWS counties.

We are pleased that the department agrees that competitive procurement is important to
a cost effective welfare automation project. However, the department has not provided
any formal plan for competitively procuring welfare automation nor any explanation of
how the proprietary ISAWS system could be competitively bid.

The department is providing new data which we cannot validate. Nevertheless, using
the department’s new figures, there are 148 changes in the backlog, not 56. Moreover,
the department seems to be minimizing the impact of the backlog of welfare rule
changes on the ISAWS counties.

We agree that the caseload has significantly increased since 1986. The fact that the
department failed to anticipate caseload growth contributed to the department’s
underestimate. In addition, the department failed to accurately project increases in
staffing, salaries, and mainframe capacity, and ignored significant implementation
activities in its 1986 estimate.

Wording changed in the final report.

The department’s response is inconsistent. The department first implies that it does not
intend to roll out ISAWS to every county. The department then states that it is
committed to modifying ISAWS so that it can be run on non-Unisys hardware to
enable an open and competitive bid for expansion beyond the current ISAWS counties.

We are pleased that the department is embracing competitive procurement. However,
the department’s approach differs from our recommendation. We propose a
competitive procurement that will result in the selection of the most cost effective
solution that shares risks with the vendors. The department’s approach is to pre-
determine the solution and competitively bid the procurement of equipment and
maintenance. The department’s approach will not ensure the selection of the most cost
effective solution nor will it allow for sharing of risks with the vendors.

As we stated on pages 1-9 through 1-14 of our report, we believe the benefits of
ISAWS may be overstated. The department has not provided any evidence to alleviate
our concermns.

Text changed in the final report.

We are pleased that the department recognizes the need to abandon MAPPER for a
statewide automated welfare system. However, by converting to COBOL, the
department is presenting for the first time a major redirection of its welfare automation
strategy. We believe that the department should not embark on this new approach for
statewide welfare automation. Rather, as previously noted, we believe the department
should competitively procure the solution for statewide welfare automation.

We are pleased that the department agrees with our conclusion that ISAWS is not a
viable solution for statewide welfare automation as currently designed.
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

The department is providing new data that we cannot validate. However, we observed
response times of minutes, not seconds, in a number of counties. The department has
not provided any explanation for the difference between the response times we
observed and the response times they are reporting.

The department again implies that it intends to competitively procure the hardware and
maintenance for ISAWS as a statewide solution. However, we believe the vendors
should be allowed to propose their solutions for statewide welfare automation and the
state select the most cost-effective solution that meets the business needs and shares the
risks with the vendors.

We are pleased that the department now recognizes the need for performance
guarantees from its vendors where none existed before. However, we do not believe
that it should be done in such a narrow or piecemeal fashion as the department
proposes.

The department’s response is inconsistent. In its response, the department twice
acknowledges deficiencies in MAPPER and pledges to rewrite the ISAWS application
into COBOL. The department then goes on to defend MAPPER over the next several
pages of its response.

The department is incorrect. MAPPER is not a relational database, and does not
conform with any of the conditions for being a relational database. In fact, the inherent
structure of data in MAPPER is one reason why it is so expansive to maintain welfare
rules on ISAWS, and why an eligibility worker cannot do ad hoc reporting.

MAPPER mainframe systems, such as ISAWS, can only run on Unisys mainframes.
If it was in fact capable of running on other equipment, it would not be necessary to
rewrite ISAWS into COBOL to run on other non-proprietary equipment as the
department has indicated it intends to do.

Santa Clara County officials told us that the county chose to abandon its planned
reprogramming (portation) of NAPAS to MAPPER-C due to a number of technical
concerns with MAPPER.

Because of Los Angeles County’s knowledge and experience with MAPPER, they
chose not to use it for their LEADER project.

The department is incorrect in its characterization of the Commonwealth of Virginia.
The Virginia welfare system is not fully implemented. Also, the department refers to
total users of ISAWS, not the number of workers actually using the system at the same
time (or concurrent users). In fact, the department is unable to determine how many
concurrent users there are from any county on an individual MAPPER.

Unisys Corporation provided us with written documentation of the ISAWS
implementation which shows 2.7 billion bytes of overhead per MAPPER.

The department’s justification for buying PC’s is flawed and incorrect:

a Most eligibility workers would not have multiple terminals on their desks.
Only a small percentage of county welfare workers need access to multiple
social services systems;

Q PCs are not necessary for open system architecture. Dumb terminals can be
part of an open system architecture.
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a PCs are not necessary to access the Statewide Client Index or the Medi-Cal
Eligibility Data System. These systems can be accessed with dumb terminals.

Q Eligibility worker productivity is not increased by the use of PCs for ISAWS
over the use of dumb terminals.

Text changed in the final report.

The department is incorrect. We do not state nor assume in the report that the
distributed model is inherently better than the alternative. In fact, on page 3-18 of the
report, we state that the degree of distribution should be left up to the vendors
submitting qualifying bids.

ISAWS is not LEADER. The department is confusing high-level system requirements
with hardware choices and the final implemented software code. The use of similar
hardware is coincidental and was not a requirement of LEADER. Further, LEADER
will not use MAPPER and was rejected as a solution for Los Angeles County for this
and other reasons. LEADER, as well as any other solution, must use the same data
elements and welfare rules as ISAWS. However, it will not use the same program
code as ISAWS.

The department is incorrect. As we discuss on page 1-11 and 1-12 of the report, Napa
County realized $231,000, or $36 per case, in annual administrative cost savings after
implementation of NAPAS. Merced County realized $5 million, or $175 per case, in
annual administrative cost savings after implementation of MAGIC.

The department is incorrect. We do not say that MAGIC has experienced data integrity
problems.

As stated throughout the report, the department has consistently failed to meet
schedules, understated project budgets, and failed to accurately report project progress.

This information contradicts information provided to us by the department’s liaison for
this review. We cannot determine the validity of the information provided by the
department in its response.

Our concern is not the department’s assignment of a manager over the rules
maintenance function. Rather, our concern is that the department did not assign a
person to be accountable and responsible for ensuring that a given change was fully
implemented.

Because of the high cost involved, we are simply suggesting that the department should
reassess its plan to review up to 19,650 cases to obtain error rate comparisons for
ISAWS.

Although the department disagrees with various minor points regarding the January
1993 Evaluation Report, the department does not address the major issues we raise.
For example, the department does not address the cost of the PCs nor does it address
the fact NAPAS was not ready for statewide implementation as claimed in the
evaluation report.

The department’s response is misleading. The department fails to mention that the
support of the County Welfare Directors Association was predicated upon receiving the
system at no implementation or ongoing cost to the counties.
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The department has missed the point. The purpose of the cost comparison of
equipment obtained through the Unisys contract to the prices of equipment at the
California Computer Source is for illustrative purposes only. Because the department
failed to competitively procure this equipment, we will never know exactly how much
the state could have saved through competitive bidding.

The department clearly does not understand the laws governing competitive
procurement. The Public Contract Code does not stipulate that the State Administrative
Manual (SAM) regulations apply to sole source procurements. The SAM simply states
that the Director of the Department of General Services shall maintain appropriate
criteria and procedures to ensure compliance with the code. Moreover, the SAM does
not allow the Director of the Department of General Services to determine that the
interests of the state are better served by an exemption to the competitive bid process.
Instead, Section 5209 of the SAM states that a sole source procurement will only be
allowed when (1) the goods or services are the only ones that meet the state’s needs, or
(2) the goods and services are needed in cases of emergency where necessary for the
protection of the public health, welfare, or safety.

The HWDC also missed the point and clearly does not understand the laws and
regulations governing the competitive procurement of information technology. The
HWDC states that the sole source procurement was undertaken solely to expedite rapid
implementation to the counties. As noted earlier, nothing in the Public Contract Code
nor the SAM allows sole source procurements of information technology to “expedite
rapid implementation.”

The department does not understand our complete recommendation:

a The recommendation to competitively bid statewide welfare automation does
not necessarily result in too large of a procurement. For example, the state
could break the counties into consortia to be bid upon separately. In addition,
as we recommend, the implementation could be accomplished incrementally,
thereby limiting the state’s financial commitment.

Q The solutions proposed by the vendors will not necessarily be unknown to the
department. Specifically, Unisys Corporation and Deloitte & Touche could
propose some version of ISAWS or LEADER. Anderson Consulting could
propose some version of MAGIC. Other vendors could propose versions of
systems currently operating in the public domain.

Q Rather than the state bearing all of the risk, our recommendation prudently
requires the vendors to share the risks.

a Large procurements are possible. Los Angeles County competitively procured

a system in a manner similar to our recommendation for a county that includes
35 percent of the state’s caseload.
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Appendix L

Comments on the Response From Napa County

To provide clarity and perspective, we are commenting on Napa County’s (county)
response to our report. Our comments on the county’s specific concerns are numbered
to correspond to the numbers we have placed in the county’s response.

Although the county claims that the report appears to be inaccurate and flawed, it does
not provide any evidence to support its claim.

None of the cost savings noted by the county are measured or claimed by the
Department of Social Services.

The development costs reflected in our report are accurate. We used the same figures
cited by the county and adjusted them to fiscal year 94/95 dollars.

We do not conclude nor state that MAPPER is not working for Napa County. We

simply say, and the Department of Social Services now agrees, that MAPPER is not
appropriate for statewide welfare automation.
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