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Executive Summary

Michigan is submitting our Telephone and Internet filed unemployment claims project for consideration in the Government to Citizen category.  This system allows citizens to submit an unemployment claim from the convenience of their homes using the Internet or telephone (IVR).  Prior to these two channels, unemployed workers needed to visit a branch office – some of which could be several miles from their homes in remote Michigan locations. These visits would typically last up to six hours.  Michigan’s move to 100% adoption of paperless claims has allowed us to close all 43-branch offices in the last 24 months.   All telephone and Internet claims are processed in one of three remote initial claims centers (RICC’s), located in Detroit, Grand Rapids and Saginaw.   Michigan’s transformation to a paperless, 24-hour self-service system has separated us from the other States for the following reasons:

· Government operations have improved by dramatically reducing paperwork and manual processing steps.  In 2003, over 1,045,200 initial claims were opened.  This same volume, in 2004 will be paperless – representing an elimination of Over 1 million face-to-face intake interviews and companion paper forms.

·  Benefits accrued to all parties – The citizen and Government.  Prior to IVR and Internet, citizens would need to visit a branch office, or, fill out and mail in a form.  Employees receive their checks faster and do not have to waste time with a visit to a branch office to file a claim face-to-face, or to fill out and mail in a claim form (often with errors, causing a further delay).  Government has been able to reduce staff costs while speeding-up delivery of services.

· There has been a large return on investment for this project.  As Michigan began closing branch offices in anticipation of electronic filing, we allowed citizens to fill out and mail in claims forms.  Many of these forms were incomplete, or in error.  This required significant staff effort to identify errors and correct them.  The Internet and IVR systems don’t allow incomplete or bad data to be entered – we have rigorous edit checks in place.  All submissions are virtually error free.  The State of Michigan has been able to reduce staff intake costs and close branch offices by migrating to a paperless, face-less claiming strategy.

This Internet and IVR filed claims project has served as an excellent example of how Government can improve operational efficiencies, increase customer satisfaction, while reducing costs. This ‘trifecta’ of benefits stands Michigan alone in the Government to citizen service arena.   The Michigan Department of Information Technology plans on extending components of these electronic channels into other enterprise-wide solutions, i.e. call centers.  The Internet filed claims component will also be made available (in the future) to the public as part of our enterprise-wide kiosk roll-out. 

Background

When the Michigan government offered incentives to state workers who opted for early retirement, the Unemployment Insurance Agency (UIA) realized that it could stand to lose more than half of its workforce. At the same time, the nation’s unemployment insurance industry as a whole was moving from paper-based claims filing systems to electronic-based claims filing systems.  Driven by the need to mitigate the impact of early retirement and to keep up with industry trends, the UIA embarked on a project to transition from its 43 statewide branch offices to three regional call centers. The result would be an automated system that would enable unemployed workers to file claims using Interactive Voice Response (IVR) technology or the Internet. Prior to 2004, individuals who were separated from work were required to report in-person at a branch office to file for benefits or to mail unemployment claims to a claims processing center.  This was not only labor intensive and costly to the agency, but also inconvenient to the customers.  During high periods of unemployment, the in-person filing resulted in waiting in longer lines, sometimes as much as 6 hours.  Filing by mail often resulted in delayed processing and payment of the claim because forms were mailed with incomplete information.  

This project’s core objective was to make filing a claim easier, less prone to error, and to improve the turnaround time for getting checks to eligible applicants.  The project also presented an opportunity to more evenly distribute workload from 43 branch offices to 3 regional call centers, and address the problem of having customer data segmented by branch office.   This project was embraced by business, citizens and Government because it would eliminate problems and costs commonly associated with manual claims processing and the operation of 43 branch offices, including:

· Costs of operations – Michigan spent well over $5 million maintaining branch offices, providing parking and security. Long lines would often extend outside office doors, which posed unique safety problems.  Mailing costs and paper handling and storage costs added another $500,000.

· Turn-around time – Every laid-off worker must visit an unemployment office.  While the intake interview averages less than 30 minutes, the waiting time can exceed 4 hours.  Once a claim is submitted, processing and verification time may exceed 6 weeks (this involves processes by both business and government). Error adjudication adds more time. 

In Fall 2003, the telephone filed claims system was extended to all of Michigan’s 83 counties, supplementing the Internet claims system, in operation several months preceding the IVR system.  With this implementation, Michigan had successfully closed all 43 branch offices, and were now operating with three regional claims centers, and 5 service centers – established to mediate employer / employee claims disputes.  In 2004, 99% of all claims are submitted electronically. 
Technical Infrastructure/Architecture
Inbound Call Flow:  Claimant dials toll free number, 1-866-500-0017, which is auto answered by the IVR system.  The IVR system consists of four Avaya Conversant™ 1000 servers.  Each IVR server has 144 ports and provides the TFC application with 120 ports or 480 individual conversation paths for inbound claimant calls. 

TFC/Claimant Application Interaction: Once a claimant call has been answered by the IVR, the claimant begins an interactive session with the application program.  The claimant is provided verbal instructions and asked questions (English language only).  The claimant responds by pressing a key on the telephone keypad (Touch Tone®). 

TFC Application/Database Interaction:  The TFC IVR is connected to a database residing on the Sun 4500.  Each IVR server has 144 telephone connections to the public switched telephone network (PSTN).  Information collected on the Oracle 4500, in the staging database, can be generated from either the TFC or the Internet Filed Claims (IFC) environment. Once claim information is completed, the information is transmitted from Oracle to the IBM mainframe by means of Websphere MQ and the generic bridge. Mainframe applications generate the majority of the unemployment insurance output. 

ACD: If the transaction cannot be completed by IVR, the claimant is routed to an UIE to complete the transaction. Any alpha information, such as the claimant’s address or an employer that can’t be identified, will result in the claimant being transferred to the ACD, which then routes to a UIE within the RIC centers. Skill sets have been identified and the ACD call is routed to the longest available staff with that profile.

CEDA: The Claims Entry Desktop Application is the means by which the UIE staff can access the information gathered by the IVR and complete / submit the claim while on the phone. CEDA is a server-based application developed for the RIC centers.

A. Significance to the Improved Operation of Government

Michigan has successfully moved from a manual submission to electronic submission of all unemployment claims. This strategy has allowed Michigan to close the 43 branch unemployment offices.  Government operations have noted improvements in the following areas:

· Staff time savings – Face-to-face customer intake, manual data entry, and mailroom operations have been eliminated from the processing cycle.  The time associated with each activity has been redeployed towards processing and completing claims and eliminating a backlog in claims and increasing turn-around time for existing claims.

· Cost Savings – Mailing costs, data entry costs, help-desk calls associated with claim adjudication, and staffing costs needed to process over 1 million new claims a year have been eliminated.  These savings have been directed into other critical areas of the unemployment claimant process - tax and business processes.  The care and feeding of 43 branch offices has been eliminated. 

· Customer satisfaction - Our IVR system is available 9-5 M-F.  No appointments are needed – just call.  The Internet is available 24X7. The claims submitted electronically come in error-free - our systems have edit checks that eliminate the most common mistakes associated with paper-based intake. This has increased customer satisfaction (via online surveys) by reducing the effort needed to file, and, shortening the time to process a non-disputed claim.

B. Benefits

The IVR and Internet systems had a demonstrated benefit of showing how Government can quickly react to a changing environment, and provide more services with less staff (and cost) by using technology.  Specific measures of program benefits include:

Multiple Channels –Our first step was to allow businesses to file on behalf of employees, in large manufacturing firms.  The IVR and Internet channels represent the final migration to a completely paperless filing system.  We anticipate 99% of all claims will be filed electronically in 2004.

Convenience – The workers who are idled by layoffs don’t have to apply for unemployment benefits at a Bureau branch office. They file the claim using a telephone or Internet.   The actual intake process takes 30 minutes – far shorter than the average 4-6 hour office visit.  The system is available after hours. These channels save both travel and parking costs, and a minimum 4-hour office visit. 

Improved Customer Service – Filing claims electronically allows the Bureau to begin processing the claims immediately.  There is no need to correct errors in paperwork submitted by the claimant.  The possibility of human error by a Bureau employee while entering the data via computer screens is eliminated.  Customers can begin receiving benefits in a timely manner. Customers having trouble using the telephone system can ‘opt-out’ and speak with an operator.  The average call waiting period is under 60 seconds. The information they already entered is captured and displayed on the operators desktop – no need to repeat the same steps. 

Improved Workload throughput – Bureau service staff normally deployed to handling this paperwork have been re-assigned to process other claims, answer customer queries (most notably from businesses) and increase the turn-around time for claims that are being disputed by an employer. Information needed by claims workers is available almost instantly, using software that exports data from the mainframe to the desktop.  Historically, data was never more current than the previous 24 hours. 

Reduced costs – Since the claims are filed via electronic media, several forms supporting a claim have been eliminated. Mail room operation costs are eliminated, errors associated with data entry follow-up and correction are eliminated.  These costs reductions are applicable for both the State and each business.  Businesses no longer need to spend time and money contesting a worker claim that was filed in error.  Our systems verify wage record data for each claimant, real time. The costs associated with operating 43 branch offices have been eliminated – both staff and rent costs. 

C. Return on Investment – Short Term / Long term payback

Short Term Payback:

In 2003, over 210,000 claims were submitted using IVR and the Internet. Absent these channels, staff costs associated with customer intake, data input, error correction, paper handling, help desk calls from customers ‘querying’ on the status of a claim, would have been incurred.  Rent costs associated with operating 43 offices, and companion staff costs were also avoided.

This system was developed internally and with vendor assistance.  Actual hardware procurement, software procurement and integration costs were approximately $11 million.  There will be no payback for year one.  Savings will accrue long term.  Specific savings measures are identified below. 

	Parameter
	Current
	Savings

	Employee Costs associated with closing of 43 branch offices.  
	Approximately 450 staff supporting the unemployment agency left State Service between 2002-2003.  About 150 new hires were brought in to staff the 3 call centers.  Actual staff savings attributed to the closing of branch offices is 300. Each unemployment intake worker costs approximately $75,000 yr in wages and benefits.
	$22 million in staff savings have resulted by offering alternative filing channels to paper based, face-to-face intake.

	Rent savings
	Rent associated with operating 43 offices was in excess of $5 million. 38 buildings are closed, and 5 now operate as customer service centers – mostly handling dispute resolution or claims filed in error.
	$5 million in annual rent savings.

	Time savings (Citizen)
	Each claim intake on the phone or Internet will average 30 minutes.  The average office visit - travel time, wait period and actual intake interview averaged 4 hours. Using 1 million new claims a year; tremendous timesavings accrue to the claimant community.    
	1 million claims * 3 hour and 30 minute timesavings per claimant equals approximately 3.5 million hours, or 146,000 days.


Long Term Payback:

Total savings will be realized in 2004.  Actual costs to deploy the system were $11 million.  There is an annual cost avoidance of staff and rent of $27 million, as noted above. Annual savings in 2004 are $16 million (adjusted for the initial $11 million investment in technology).  Subsequent years savings will rise to $25.4 million, as hardware and software maintenance costs will average $1.6 million.  
