GBPI» S

Georgia Budget & Policy Institute

Overview: 2026 Fiscal Year Budget for
the Georgia Department of Labor

By: Ray Khalfani, Senior Analyst, Worker Justice and Criminal Legal Systems

The Georgia Department of Labor (DOL) is an agency tasked with maintaining a resilient
Unemployment Insurance (Ul) system to protect workers who lose jobs at no fault of their own
during their transition back into the workforce. This resilience provides economic stability during
recessions. DOL is also tasked with generating revenue through contributions that it receives
from employers, which helps fund its administrative operations and Ul benefit trust fund.

Governor Kemp’s proposed budget for the amended fiscal year (AFY) 2025 provided no net
changes for DOL. Following proposals for no added investments to complete the current fiscal
year 2025, proposals for fiscal year 2026 include spending reductions of $11,000 to
compensate for minor administrative adjustments within the agency.' At large, these spending
proposals are a continuance of spending levels from the prior fiscal year, which included state
fiscal adjustments to supplement federal investments to help initiate a process of modernizing
DOL’s unemployment insurance (Ul) system. This process included migrating Ul application
files to a digital cloud environment, addressing Ul appeal hearing case backlogs and managing
customer service challenges, and is meant to continue with the support of these latest state
funding proposals.
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DOL Modernization Investment Proposals for FY 2026 Would Virtually Repeat the State's
Funding Approach from FY 2025, Including Reallocations from Ul Support Programs
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Note: the amended fiscal year for 2025 had very little change (-$11,000 spending adjustment
for DOL administrative changes).

Source: Governor's FY2026 Budget Report

By The Numbers

Proposed Amended FY 2025 Highlights
¢ No changes

Proposed FY 2026 Highlights

e $8thousand in reduced spending for adjustments to insurance premiums that cover the
Department of Labor

e $3thousand in reduced spending to account for administrative adjustments to meet
projected expenditures within the agency
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State Investments in DOL Modernization Are Minimal in Comparison
with Agency-Generated Revenue

Like all state systems, the modernization of Georgia’s Ul system is an ongoing process of
adapting systems and programs to meet workers’ evolving needs, new federal Ul programs and
changing tactics of fraudulent criminal networks. These ongoing adaptations require sustained
investment, including state funding to support the fluctuation of federal dollars. Federal relief
funding from the American Rescue Plan provided $11.3 million in FY 2024 to support cloud
technology to make Georgia’s Ul system more flexible and more user friendly.? In the same
fiscal year, Georgia DOL received $3.1 million in federal funds to make language more
accessible and user friendly in its Ul benefit applications.® According to DOL testimony in 2024,
state-level modernization investments were insufficient to adequately support DOL’s
modernization needs.*

As the agency is tasked with several critical roles to help support a thriving state, yearly state
funding allocations have recently been millions of dollars below the requests of agency leaders.
The latest fiscal disconnect between agency leaders and state lawmakers is sizable. The
budget that supported DOL modernization projects into Fiscal year 2025 was $8.5 million.® That
amount was nearly $10 million below DOL leaders’ requests and only $443,000 above the prior
year's state spending levels.®

Governor Kemp’s latest modernization-related proposals reflect a continued approach of relying
on taking a significant portion, $2 million in FY 2026, away from DOL programs that have
otherwise been available to support Ul benefit administration and Ul Trust Fund revenue
collection.

Broader Budget Implications

DOL has continued performing unprecedented agency modernizations while workers have
sought lost wage protections from DOL at relatively low levels following the post-COVID
economic recovery. As of November 2024, statewide hiring still outpaced layoffs, helping to
maintain relatively low unemployment rates and Ul claim levels. This provides an opportune
period for the state to modernize DOL, replenish its Unemployment Insurance (Ul) Trust Fund
reserves and prepare in case of a future recession.
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As of November 2024, Hiring Still More Than Tripled the Pace of
Layoffs in Georgia
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Source: GBPI Analysis of Bureau of Labor Statistics (BLS) JOLTS data.
As of Early 2025, Relatively Low Unemployment Helped Maintain Low
Levels of GA Workers Seeking Ul Protections
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Despite the current period of relatively low overall unemployment, Black workers in Georgia
continue to face an outsized share of job displacement. As of third quarter 2024, their
unemployment rate (5.7%) was significantly higher than the state average (3.5%) and more than
doubled that of white workers (2.2%). By the end of 2024 their overrepresentation in Ul benefit
enrolliment, 62% of all enrollees,” still nearly doubled their 33% share of the workforce.®

As modernization investments continue, Georgia’s latest Ul system performance demonstrates
that it remains unprepared to handle recession-level demands. By the end of 2024, 74% of
Georgia workers’ Ul claims were processed for first payment within 21 days,® which remain
significantly below the 87% federal standard.'® However, investments to streamline DOL claim
processing and expand public access to Ul benefits are incomplete without measures to
strengthen contributions to Georgia’s Ul Trust Fund reserves, which supply the benefits that
protect displaced workers. As of early January 2025, its Ul Trust Fund reserve held $1.8 billion,
which is far below the federally recommended level of $3.2 billion and only slightly higher than
its $1.6 billion level in early Jan 2024." For context, when its reserve held $1.6 billion, Georgia
could only offer displaced worker protections for roughly 5 months of an average recession. This
is attributed to Georgia having one of the nation’s lowest average Trust Fund contribution
rates.?

As lawmakers consider state spending proposals to support agency modernization efforts
during a non-recession opportunity window, displaced workers and the economy alike can
benefit from system upgrades that improve access while balancing needs for maintaining
adaptable security measures. Ul payment integrity data trends demonstrate the need for a
modernized system which is not over-calibrated in ways that create false Ul fraud accusations
or deter displaced workers from seeking lost wage protection. By FY 2024, the fraudulent share
of Ul benefit payments declined to only 0.8% of Ul benefit payouts.'
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