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Happy Labor Day!
Reexamining Unemployment Insurance in Maryland: What Has
Happened Over the Past 5 Years?

By Branden A. Mcl eod

Happy Labor Day! Speaking of labor, did you know that steady work has not been easy for many
Marylanders to come across in 20082 To a growing number of Marylanders, the labor market is
nothing to celebrate. That’s why there’s no better time than now to re-examine the unemployment
dilemma in Maryland. When the Maryland Budget & Tax Policy Institute (MB&TPI) last reported
on Unemployment Insurance (UI) in 2003, MB&TPI found that benefits in Maryland are less widely
available than in most other states. For those who receive benefits, they are among the lowest in the
country and, therefore, need to be increased.’ It was noted that Maryland could do three things to
improve UI benefits:

e Extend benefits to part time workers.
e Raise the dependent allowance.
e Make recent work count.

What steps has the State taken in the last five years in order to improve UI benefits? Have any of
these recommendations above been passed? While some Bills have been introduced to address
improvements in the program, most have not been passed into law. For instance, a bill to extend
benefits to part-time workers has been introduced, passed the Senate, but fell short by one vote in
the House. Meanwhile, part-time wages are still taxable, although all workers must seek full-time
jobs in order to receive UI benefits." At least 24 states are ahead of Maryland, extending UT benefits
to part-time workers, including nearby states, Delaware, Pennsylvania, New Jersey, New York,
North Carolina, and Washington, D.C." As one of the nation’s wealthiest states, Maryland need not
trail behind these states in the workforce arena. Maryland must act now by passing legislation to
extend benefits to part-time workers in the 2009 General Assembly session. The New York Times
reports (Aug. 2008), “The number of Americans who have seen their full-time jobs chopped to part
time because of weak business has swelled to more than 3.7 million — the largest figure since the
government began tracking such data more than half a century ago. Many experts see the swift
cutback in hours as a precursor to a more painful chapter to come: broader layoffs.”™ Given both
the state and national scenarios, Maryland needs to be prepared to provide support to laid-off part-
time workers.

However, the General Assembly did pass at least two bills in the past five years that address the
maximum weekly benefit an unemployed individual can receive. In 2005, the maximum weekly
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benefit was increased from $310 to $340. Again, in 2007, the maximum weekly benefit was
increased from $340 to $380 (the average UI weekly benefit amount in Maryland is $278)."

While these are good first steps, even the current maximum weekly benefit still places a family

of four below the federal poverty level. Essentially, a family that is used to bringing home a

modest $769 on a weekly basis (or $40,000 annually) would be subject to below poverty level weekly
benefits under Maryland’s Ul system. Let’s step it up, Maryland! To avoid severely low weekly
benefits, at least 34 other states and the District Columbia have maximum weekly benefit caps that
increase annually with growth in those states’ average wages.” This will avoid going back to the
drawing board by way of passing legislation each time to adjust benefits.

In 2008, UI benefits were extended to individuals who voluntarily quit employment in order to
follow a spouse who is a member of the U.S. military. This is another good step. Nevertheless,
there hasn’t been success raising the dependent allowance above $8 per child per week. Yet, the
average cost of center-based child care for an infant in Maryland is approximately $220 per week."
This costs more than half of the maximum weekly benefit, which, by the way, many individuals do
not receive.

There hasn’t been any legislation passed to address making recent work count. Administrative rules
dating back to the Great Depression still deny unemployment benefits to workers who have only
recently entered the workforce and been on the job for less than six to nine months.”™ Depending
on when a worker has lost his or her job, this formula ignores the last 3-6 months of earnings.
Maryland’s “two-quarter work rule” denies benefits to anyone who has been on the job less than 6-9
months and has had no other wage income during the previous year. So, the current system ignores
up to ten months of earnings. This clearly disadvantages those who have just started working, and
other seasonal and low wage workers who have unsteady work histories. Both Washington, D.C.
and Virginia already passed the alternative base period (ABP), which allows the inclusion of more
recent wages.”

UI benefits in Maryland remain dismal, at best.

Within five years, two incremental steps have At least 24 states are ahead
been taken to improve UI ben?ﬁts. There has 0 f Maiyla n d, exten dll’lg Ul
been no progress on MB&TPTI’s .
recommendations from back in 2003. These b eneﬁts to part-time wor. ker. Sy
three very important steps are quite including Delaware,

f 1 he onl .
.undamenta , but they are not the only ways to Pennsylvama, New Jersey,
improve the Ul system. Some other good

options include: New York, and Washington,
D.C.

e Expanding and indexing benefit amounts
for inflation to ensure adequate support.

e Funding training to ensure that workers seeking reemployment can meet the changing needs of
employers.

e Ensuring stable financing of the UI system by indexing the taxable wage base (TWB)* (which in
Maryland is stuck at $8500, while a dozen states have 2 TWB over $20,000).™ Increasing the
TWB would raise revenue from higher wage workers and decrease the burden on lower-wage
employers.™ Moreover, having a higher taxable wage base is important for the Maryland Ul
Trust Fund to recover more quickly from the impact of a recession.xii
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Based on what has been accomplished in the last five years and where Maryland ranks among other
states, Maryland has a lot more work to do. Making the recommended advancements in UI benefits
is a low cost priority to the State that can take Maryland’s unemployed workers a long way, as well as
boost Maryland’s economy.
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About the Maryland Budget & Tax Policy Institute
The Maryland Budget and Tax Policy Institute is a nonpartisan research organization that provides
timely, accurate and accessible analysis of state budget and tax issues. In addition to general budget
and tax research and analysis, the Institute examines issues affecting low-income Marylanders and
other vulnerable populations and the important community programs that serve them. For additional
information, to be added to our e-mail list, or to make a tax-deductable contribution, please visit our
website at www.marylandpolicy.org.
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