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BBeeyyoonndd  MMooddeerrnniizzaattiioonn::
UUnneemmppllooyymmeenntt  IInnssuurraannccee  iinn  MMiissssiissssiippppii

While the recession of 2007 is technically over, its effects remain in Mississippi.  In June of 2010,
over 145,000 Mississippians were unemployed.1 While the unemployment rate has declined
moderately in recent months, it has steadily risen since the start of the recession. 

Responding to the recession
and the associated challenges
of losing one’s job, the U.S.
Congress passed and the U.S.
President signed into law the
American Recovery and Rein-
vestment Act (ARRA).  As a 
result, Mississippians who lost
their job through no fault of
their own saw increases in the
weekly unemployment insur-
ance (UI) amount and received
additional weeks for which they
could receive UI payments.  

ARRA also included provisions
to expand the base of people who could qualify for UI through “Unemployment Moderniza-
tion.”  ARRA created a pool of one-time incentive funding for states that adopted a series of
policy changes through modernization.  Debated heavily during the 2010 Legislative Session,
Mississippi did not adopt any of the Unemployment Modernization policy changes 
provisioned for under ARRA.

Looking beyond the next debate, this briefing paper provides a snapshot and background
on the current state of the UI system in Mississippi.  It looks at both sides of UI compensation
– how money is raised to make UI payments and the policies that affect how compensation is
provided within the context of Mississippi’s economy.  The paper concludes with a series of
policy recommendations.

TTrruusstt  FFuunndd  SSoollvveennccyy

Critical to the maintenance of UI payments and tax rates includes the solvency of Missis-
sippi’s UI Trust Fund.  When the recession started, there was over $725 million in the UI Trust
Fund.  As of the end of the first quarter in 2010, the balance had declined to $414 million.

Two factors affect the solvency of
the UI Trust Fund.  First, during an
economic downturn more people
file eligible claims for unemploy-
ment insurance which ultimately in-
creases the amount of money that
is paid from the UI Trust Fund.  Sec-
ond, employers pay UI taxes on
covered employees.  As employ-
ers cut jobs in response to de-
creased demand for products and
services, there are fewer employ-
ees on which UI taxes are paid
which ultimately decreases the
amount of money that is paid into
the Trust Tund.

As discussion of UI reform evolves, UI Trust Fund solvency should remain the top priority.  
If the solvency of the fund continues to decline, UI tax rates will automatically adjust upward
putting pressure on employers.  Likewise, resistance to UI benefit enhancements will increase
out of solvency concerns and associated tax increases.
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Of nine Southeastern states examined for this report, only three, including Mississippi had 
UI Trust Funds with any net reserves.  The other six were borrowing from the U.S. Department
of Labor to pay benefits and the outstanding loan balances were higher than the amount of
money in the respective Trust Funds.  Employers in states that are borrowing from the U.S.
Government could potentially see an increase in federal unemployment taxes resulting from
the reduction of tax credits for unemployment taxes paid.  Additionally, the stress of the eco-
nomic downturn has actually led to a reduction in benefits in some states to address UI Trust
Fund solvency concerns.

UUnneemmppllooyymmeenntt  IInnssuurraannccee  TTaaxxeess

A number of factors affect how UI taxes are calculated for employers.  The minimum UI tax
rate for employers is .2% on the first $14,000 of wages earned per employee or $28.  The
$14,000 cap is also known as the taxable wage base.  The maximum UI tax rate for employers
is 5.4% on a taxable wage base of $14,000 or $756.  Tax rates are determined by an em-
ployer’s individual use of the UI Trust Fund (the individual experience rating) and the overall
use of the UI Trust Fund by all employees (the general experience rating).  Combined, the
two rates make up the UI tax rate.  The diagram below provides a graphic description of how
taxes are calculated in Mississippi.

By at least one measure, the Average High Cost Multiple (AHCM), Mississippi currently has
the second most solvent Trust Fund in the country and the most solvent fund in the
Southeast.2 At the same time, the overall level of solvency has dropped markedly since 
the start of the 2007 recession as unemployment has risen and remained high.  The table
compares UI Trust Fund solvency levels among the states in the Southeast.

WHAT IS THE AVERAGE HIGH COST MULTIPLE
(AHCM)?

The AHCM is basically a measure of UI Trust Fund
Reserves.  For example, an AHCM of 1.0 means
that a Trust Fund has the resources to pay benefits
for 1 year during a recession in the absence of
any additional contributions.  A state without an
AHCM means that the state is borrowing from the
U.S. Government to pay benefits. The Advisory 
Council on Unemployment Compensation 
recommends a pre-recession AHCM of 1.0.

GENERAL EXPERIENCE RATING

General Experience ratings rise or fall to ensure that
the costs of providing UI compensation can occur in
a sound fiscal manner.  Hence, any number of factors
can affect the General Experience rating including ris-
ing employment, declining employment and the ef-
fects of each on the overall solvency of the UI Trust
Fund.  Higher ratings mean higher taxes and vice
versa.

INDIVIDUAL EXPERIENCE RATING

An employer’s individual experi-
ence rating rises or falls based on
whether or not an employer lays
off employees that file eligible
claims that are paid from the UI
Trust Fund.

UI TAX RATE

UUII  SSOOLLVVEENNCCYY  LLEEVVEELLSS  --  SSOOUUTTHHEEAASSTT            

AHCM
Alabama -
Arkansas -
Florida -
Georgia -
Louisiana 0.71
Mississippi 1.11
North Carolina -
Tennessee 0.15
South Carolina -
SSoouurrccee::  UUnneemmppllooyymmeenntt  IInnssuurraannccee  DDaattaa
SSuummmmaarryy  QQ11  22001100..  UU..  SS..  DDOOLL
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SSoouurrccee::  UUnneemmppllooyymmeenntt  IInnssuurraannccee  
DDaattaa  SSuummmmaarryy  QQ11  22001100..  UU..SS..  DDOOLL
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Currently, Mississippi has some of the lowest UI taxes in the country.  The average tax rate on
taxable wages in Mississippi was 1.26% compared to 2.27% nationally.  Thirty-nine states have
tax rates that are higher than Mississippi.  The Map illustrates the tax rates and rankings across
the Southeast.

HHOOWW  WWIILLLL  CCHHAANNGGEESS  MMAADDEE  DDUURRIINNGG  TTHHEE  22001100  LLEEGGIISSLLAATTIIVVEE  SSEESSSSIIOONN  
AAFFFFEECCTT  TTHHEE  UUNNEEMMPPLLOOYYMMEENNTT  IINNSSUURRAANNCCEE  PPRROOGGRRAAMM  IINN  MMIISSSSIISSSSIIPPPPII??

Two changes were made during the 2010 Legislative Session: 1) Changes to the funding of
the Workforce Enhancement Training (WET) fund; and 2) The enactment of the Equity and
Solvency Bill.

WWEETT  FFUUNNDD  CCHHAANNGGEESS
Prior to the changes made during the last session, the Mississippi Department of Employ-
ment Security collected an additional 0.3% on the first $7,000 of wages of each employee
and diverted approximately $20 million annually for training administered by the commu-
nity and junior colleges.  To protect the ability of the UI Trust Fund to pay benefits, the di-
version was to be stopped in the event of certain solvency measures being passed.  

The changes disconnected the WET Fund collections from the solvency of the UI Trust 
Fund and allowed the money to continue to flow to the community colleges.  It also put
into place tax provisions to ensure that sufficient money flowed into the fund during 
economic downturns.

As a result, the training money will stay in place for the foreseeable future and UI tax rates
will increase in 2011.  For more information on the WET Fund changes see 
http://www.mepconline.org/images/admin/spotedit/attach/0/UI_Trust_Fund_and_
Workforce_Enhancement_Training_Fund_Overview.pdf.

EEQQUUIITTYY  AANNDD  SSOOLLVVEENNCCYY  BBIILLLL
Prior to the implementation of the Equity and Solvency Bill, the taxable wage base in 
Mississippi stood at the federal minimum of $7,000 with tax rates ranging from 0.4% - 5.4%.
Additionally, taxes were due in one lump sum annually.

With the passage of the Bill, the taxable wage base increased and the minimum tax rate
decreased to 0.2%.  Additionally, employers were given the option to pay UI taxes in 
installments throughout the year.  For employers with the lowest tax rates, the tax burden
remained unchanged.  However, for employers with significant charges against the UI Trust
Fund, taxes, in some instances would double per employee.  Over time, the expansion 
of the wage base will serve as a critical policy change to maintain solvency in the 
UI Trust Fund.

AAvveerraaggee  UUII  TTaaxx  RRaattee  oonn  TTaaxxaabbllee  WWaaggeess  ((SSEE  RRaannkk))



UUnneemmppllooyymmeenntt  IInnssuurraannccee  CCoommppeennssaattiioonn

When unemployment occurs, unemployment compensation provides support for families
and the state’s economy – especially during a downturn.  In 2009, for example, the UI pro-
gram in Mississippi put over $335 million back into Mississippi’s economy.3 Mississippi’s UI
compensation levels (average and maximum) remain the lowest in the country.  Mississippi’s
wages are also the lowest in the country offering another lens – wage replacement – for eval-
uating the overall system.

HHooww  ddooeess  MMiissssiissssiippppii’’ss  UUII  ccoommppeennssaattiioonn  ccoommppaarree  ttoo  ootthheerr  SSoouutthheerrnn  SSttaatteess??  

In absolute terms, Mississippi’s UI compensation levels are the lowest in the South.  However,
because wages in Mississippi are lower than in any other state, Mississippi falls in the middle
of the pack when examining wage replacement rates.  The table below provides a snapshot
of wages, average weekly benefit amounts and rates of wage replacement.

Mississippi trails the national wage replacement rate by 5.4 percentage points.  Over time,
building up the UI Trust Fund to support UI compensation levels that replace wages at the 
national average represents an important goal.

WWhhoo  rreecceeiivveess  UUII  CCoommppeennssaattiioonn??

Thirty-three out of 100 unemployed Mississippians received UI compensation over the last 
12 months.  This rate trailed the national recipiency average of 38%.  Compared to Southern
states, Mississippi was again in the middle of the pack with four Southeastern states having 
a higher recipiency rate and 4 Southeastern states having lower rates. 

UUII  CCOOMMPPEENNSSAATTIIOONN  TTHHRROOUUGGHHOOUUTT  TTHHEE  SSOOUUTTHHEEAASSTT
Average Weekly Average Wage SE
Benefit Amount Weekly Wage Replacement Rate Rank

AL $208.48 $734.04 28.4% 9
AR $283.18 $672.02 42.1% 1
FL $236.22 $772.34 30.6% 6
GA $282.30 $807.64 35.0% 4
LA $231.28 $772.22 30.0% 7
MS $194.96 $634.18 30.7% 5
NC $306.73 $754.29 40.7% 2
SC $247.79 $691.67 35.8% 3
TN $225.27 $759.72 29.7% 8
U.S. $309.82 $858.56 36.1% -
SSoouurrccee::  UUnneemmppllooyymmeenntt  IInnssuurraannccee  DDaattaa  SSuummmmaarryy  QQ11  22001100..  UU..  SS..  DDOOLL
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UUnneemmppllooyymmeenntt  IInnssuurraannccee  MMooddeerrnniizzaattiioonn4

With the passage of the American Reinvestment and Recovery Act (ARRA), states were 
provided with incentive funding to update state UI systems to meet the needs of an evolving
workforce in today’s global economy.  To receive the funding, states need to adopt, or 
already have in place, an Alternative Base Period for eligibility determination and two of the
following four changes: 1) loss of work for compelling family reasons, such as domestic 
violence; 2) coverage of workers who could only work part time; 3) coverage of workers
who enter a retraining program or 4) an additional benefit for dependents.  If Mississippi
were to make all of the changes, it would receive $56.1 million in incentive funding.  If Missis-
sippi only adopted the base period change, it would receive $18.7 million.  All changes must
be made by August of 2011 to receive incentive funding.

AAlltteerrnnaattiivvee  BBaassee  PPeerriioodd

To determine whether or not a worker has earned the required wages to qualify for UI 
compensation, states look at the worker’s earnings during a four quarter “base period.”  
Currently, Mississippi looks at the first four of the last five completed quarters to determine if
an individual has earned enough to qualify for unemployment insurance compensation. 
This manner of determining eligibility potentially omits the wages earned up to six months
prior to filing a claim.  With the implementation of an Alternative Base Period, Mississippi
would look at the four most recent completed quarters.  The change would ensure that 
workers were given credit for the most recent work for eligibility determination.4

Most of the states in the country (38) use the Alternative Base Period to determine eligibility
for UI.  Among the Southern states, AR, GA, NC, SC and TN have enacted reforms that include
the use of the Alternative Base Period.  Alabama, FL, LA and Mississippi have not enacted the
reforms.

Estimates conducted by the Mississippi Department of Employment Security in March found
that a change to the Alternative Base Period would reach an additional 6,596 Mississippians at
a cost of $15.5 million.  Incentive funding of $18.7 million would cover 1.2 years of benefits
based on March unemployment levels.

AAddddiittiioonnaall  PPrroovviissiioonnss

To qualify for the remaining 2/3 of UI Modernization funding ($37.4 million) Mississippi 
would need to enact changes that provided UI compensation to eligible workers in two of
the following four situations:

• Loss of work for compelling family reasons, such as domestic violence; 
• Coverage of workers who could only work part time; 
• Coverage of workers who enter a retraining program; or 
• An additional benefit for dependents.

To date, 32 states have enacted both sets of reforms and qualified for the full package of in-
centive funding offered through ARRA.  Among the Southern states examined in this report,
AR, GA, NC, SC and TN have enacted the full set of reforms.  The remainder have not enacted
any reforms.5
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PPoolliiccyy  RReeccoommmmeennddaattiioonnss

Two policy recommendations that would both allow Mississippi’s UI program to grow with
the economy and to modernize include indexing UI compensation to grow concurrently with
increases in Mississippi wages and the enactment of the Alternative Base Period.

IInnddeexxiinngg  MMaaxxiimmuumm  UUII  CCoommppeennssaattiioonn

Currently, 36 states index maximum UI compensation amounts including AR, LA, SC and NC.
Indexing offers a couple of advantages.  First, by indexing maximum UI payments, the pay-
ments grow automatically to reflect growth in wages.  Hence, the system provides a 
consistent level of wage replacement for workers who lose a job through no fault of their
own.  Second, indexing de-politicizes the payment of UI benefits.  Currently, the legislature
must pass changes in Mississippi UI compensation law to increase UI benefit payments.  
As a result, UI benefits may, over time, not keep pace with growth in wages.  Costs of 
indexing UI benefits in Mississippi could be covered by indexing eligibility criteria and 
minimum payment amounts or by allowing the UI tax system to adjust to increased UI 
payment amounts.

AAlltteerrnnaattiivvee  BBaassee  PPeerriioodd

Mississippi should also enact the changes needed to implement the Alternative Base Period.
As mentioned above, the vast majority of states, including Southern states, utilize the ABP.
The change would benefit nearly 6,600 workers and bring in an additional $18.7 million to the
state.  Concerns about long term costs requiring tax increases could be mitigated through a
revenue neutral approach that identifies offsets in other parts of the UI payment system.

Unemployment insurance provides critical supports to families with workers who lost their
job through no fault of their own.  During economic downturns, it also provides an important
boost to the state’s economy.  Recognizing that the current system has been stressed from
the lingering effects of the recession, any changes pursued must take into account the long
term solvency of the UI Trust Fund and the subsequent effects on UI taxes and benefits.  
With the long view in mind, Mississippi can position itself to capitalize on the short term 
incentive funding offered through ARRA and to build on the current system to support 
families in the future.  
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22 UUnneemmppllooyymmeenntt  IInnssuurraannccee  DDaattaa  SSuummmmaarryy  ""FFiinnaanncciiaall  IInnffoorrmmaattiioonn  bbyy  SSttaattee  ffoorr  CCYYQQ  22001100..11..""    UU..SS..  DDeeppaarrttmmeenntt  ooff  LLaabboorr..  QQuuaarrtteerr  11
22001100..  hhttttpp::////wwoorrkkffoorrcceesseeccuurriittyy..ddoolleettaa..ggoovv//uunneemmppllooyy//ccoonntteenntt//ddaattaa__ssttaattss//ddaattaassuumm1100//DDaattaaSSuumm__22001100__11..ppddff

33 FFaacctt  SShheeeett  oonn  MMiissssiissssiippppii  UUnneemmppllooyymmeenntt  IInnssuurraannccee  PPrrooggrraamm  PPrreeppaarreedd  bbyy  NNaattiioonnaall  EEmmppllooyymmeenntt  LLaaww  PPrroojjeecctt..  JJuunnee  22001100..

44 FFoorr  mmoorree  iinnffoorrmmaattiioonn,,  sseeee  ""TThhee  UUnneemmppllooyymmeenntt  IInnssuurraannccee  MMooddeerrnniizzaattiioonn  AAcctt::  OOppppoorrttuunniittiieess  ffoorr  MMiissssiissssiippppii..""    MMiissssiissssiippppii  EEccoo--
nnoommiicc  PPoolliiccyy  CCeenntteerr..  MMaarrcchh  22000099..  hhttttpp::////wwwwww..mmeeppccoonnlliinnee..oorrgg//iimmaaggeess//aaddmmiinn//ssppootteeddiitt//aattttaacchh//44//UUIIMMAA__UUppddaatteedd__33--77--0099..ppddff

55 RReeccoovveerryy  AAcctt’’ss  UUnneemmppllooyymmeenntt  IInnssuurraannccee  MMooddeerrnniizzaattiioonn  IInncceennttiivveess  PPrroodduuccee  BBiippaarrttiissaann  SSttaattee  RReeffoorrmmss  iinn  SSeevveenn  SSttaatteess  iinn  22001100..
NNaattiioonnaall  EEmmppllooyymmeenntt  LLaaww  PPrroojjeecctt..  JJuunnee  1188,,  22001100..  hhttttpp::////nneellpp..33ccddnn..nneett//cc77113355665599bbbb8844772277cc5577__zzeemm66bbqqpp3311..ppddff

77



BEYOND 
MODERNIZATION:
Unemployment Insurance 
in Mississippi

4 Old River Place, Suite A, Jackson, MS 39202-3434
Voice: 601-944-1100 • Fax: 601-944-0808
www.mepconline.org

This report was prepared by the Mississippi Economic Policy Center (MEPC) at the request of the Mississippi Stimulus Coalition. Neither MEPC, nor its 
affiliated companies have received or will receive any form of compensation for the production of the report nor were the findings in the report edited, 
changed or influenced by any of the coalition members in any way.


