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Michigan Must Reform Its Unemployment System Now

ichigan’s 12.6 percent unemployment rate

leadsthe nation. The Detroit metropolitan area
has an unemployment rate of 14 percent. Therecent
news of automobile plant closings, along withthe
continuing rippleeffect of past layoffsin manufac-
turing and other industries, islikely toworsenthe
state’sunemployment situation.

Unemployment Insurance
Can Provide Relief

During challenging timessuch asthis, laid of f
workers have depended on unemployment insurance
(Ul) toreplace part of their salaries. Asatemporary
formof relief, it helpsworkersand their families
avoidfinancia catastrophe (enabling themto keep
their homes, for example) whilethey ook for new
employment. Currently, however, only about half of
unemployed workersinthe state collect Ul benefits
because many unemployed workersareineligible.

Michigan hasrecently made twoimportant
updatestoitsUI program. First, on March 23, 2009,
Ul benefitswereraised by $25 per week, increas-
ing the maximum weekly benefit from $362 to $387.
Thiswas part of the American Recovery and
Reinvestment Act of 2009 (ARRA) signed by the
President in February 2009. Theincrease, known as
Federal Additional Compensation, istaxableand
createsno additional cost to employers.

Secondly, onApril 13, 2009, the governor signed
legidation expanding the extended benefit program
from 13 weeksup to 20 weeks, taking effect
immediately. Thisbringsthetotal number of weeks
an unemployed worker can receive benefitsfrom 72
to 79 weeks (up to 26 weeks of state unemployment

benefits, up to 33 weeks of federal emergency
unemployment compensation and up to 20 weeks of
extended benefits).

Whilethese changes provide substantia helpto
many workerswho are currently eligiblefor Ul,
there are many other unemployed workerswho do
not qualify for benefits. However, by adopting some
reforms, Michigan can cover thoseworkers, boost its
Ul trust fund, receive an additional $139 millionin Ul
benefits covered by stimulusdollarsand stimulatethe
€conomy.

The Unemployment Insurance
Modernization Act (UIMA)

The Unemployment Insurance M odernization Act
(UIMA) isincluded inARRA. It provides $7 billion
to statesto strengthen their unemployment insurance
(UI) programs, and an additional $500 millionin ad-
ministrativefunding for state agencies. Michiganis
currently digibleto receive $69,428,000 of itsdlot-
ment. If the state adoptsat |east two additional re-
forms, it will bedigiblefor an additiond $139million,
and will receiveatotal of $208,283,000in Ul funding
and $14,877,000 to cover administrative costs.

To accessthefirst one-third of funds: In
order to receive one-third of UIMA stimulus pack-
agefunds, astate must have adopted theAlternate
Base Period (ABP). Without adoption of thisreform,
astatewill not beableto qualify for either thefirst
one-third or the additional two-thirds of UIMA
incentivefunds. Adoption of theABPmeansastate
can use earningsfrom aworker’smost recent four
quartersof employment in determining unemploy-
ment benefits, if that amount ishigher thanthe
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amount computed using the Standard Base Period
(thefirst four of thelast five completed calendar
quartersprior tothefileof aclam). Thisreform al-
lowsmoreworkersto qualify for Ul. Because Mich-
igan adopted theABPin 2001, it will automatically
receivethefirst one-third of itsUIMA alotment.

To access the remaining two-thirds of
funds: If astate has adopted the ABP, it must then
chooseto adopt two out of thefollowing four Ul
reform provisions. Michigan at thistime does not
haveany of these provisions, but billshave been
introduced inthe Legidatureto provideat least two
of them:

* Allow benefitsfor part-timeworkers:
Many states, including Michigan, deny bene-
fitsto part-timeworkersand requirethemto
seek full-timework. Someworkers, however,
chooseto work part-timefor family or other
reasons, while others prefer to work full-time
but areunableto find full-time positions. This
reformwould allow workersto get benefits
for past part-time employment, and to seek
part-time employment if they choose. (This
reform hasbeenintroduced inthe L egidature
asHouseBill 4786 and Senate Bill 445.)

* Allow benefitsfor individualswho leave
work for compelling family reasons:
Theseincludedomestic violence, severe
iliness of aloved one, or following aspouseto
adifferent place of residence for work-
related reasons.

* Allow benefitsfor training: Thisprovision
isfor permanently laid-off workerswho need
to build or updatetheir skillsin order to
become employable. It provides 26 additional
weeksof unemployment benefitsto workers
who participateinvocational training. (This
reform hasbeenintroduced inthe L egidature
asHouseBill 4785 and Senate Bill 444.)

* Institute aweekly $15 minimum
dependent allowance. Thisisfor
unemployed workerswho carefor dependent
family members. Michigan law currently
provides a$6 dependent allowance, but to get
credit for adopting thisreformit needsto
raisethat allowanceto $15.

The Necessity of Action

Michigan hasthe opportunity toreceiveavery
significant amount of money to helpitsunemployed
workers. Adoption of reformswould bring the state’s
unemployment system morein linewith 21st century
redlities. Expanding digibility toincludepart-time
workers, for example, would addressthefact that an
increasing number of workersin Michigan work part
time, and many employershavereplaced full-time
positionswith part-time positions. Allowing workers
to receive extraweeks of Ul whilein vocational
training addressesthefact that we are movinginto an
economy inwhich postsecondary skillsarein-
creasingly required—thedaysof going directly from
high school into alow-skill automobile manufacturing
job providing good pay and benefitsare past.
Allowing workerswho must leavework for
compelling persona and family reasonswould
providerelief to workers currently not covered.

Reforming our Ul system to respond to the new
labor forcerealitieswould help our state both
immediately and inthelong run. Asthe statewith the
highest employment rate and the most significant
challengesinitsmanufacturing sector, we need to
accept any federa fundsavailablethat would
stimul ate the economy and hel p unemployed workers
and their families. Adopting at | east two of thefour
reformswould enable the stateto do both. The
L egidature must act now, by either passing thetwo
Ul reform billsthat have been introduced, or initiating
new onesthat would qualify Michiganfor the UIMA
funds. Refusing to pass Ul reform legislation cannot
be an option—thereistoo much at stakefor
Michiganand itsworking families.

Estimated amount to Michigan

1/3 UIMA incentive for the ABP: 69,428,000
2/3 UIMA incentive payment: $138,855,000

Total Incentive Payment: $208,283,000
AdministrativeAllocation: $14,877,000

Source: National Employment Law Project
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