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Unemployment Insurance - Eligibility - Part-Time Work

This emergency Administration bill makes an individual whose abiily to work is
restricted to part-time work eligible for unemployment besegfitthe individual works
predominantly throughout the year on a part-time basis for at least 20peowrsek.

Fiscal Summary

State Effect: State expenditures to reimburse the Unemployment InsuranceFUmubt
(UITF) increase by $291,600 in FY 2010 and $265,600 in FY 2013. Nmtedin
revenues.

(in dollars) FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenues $0 $0 $0 $0 $0
GF/SF/FF Exp. 0 291,600 270,400 263,600 265)600
Net Effect $0 ($291,600) ($270,400) ($263,600) ($265,600)

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Unemployment Insurance Trust Fund: UITF expenditures increase by $5.6 million in
FY 2009. UITF revenues do not increase in FY 2009. Out-y&enates reflect higher
than average unemployment levels; projected increases in weekéfitbamounts;
private-sector employer charge backs; a full year of quarterly resaiment by the State,
local governments, and nonprofit entities; and annualization.

(in millions) FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
UITF Revenues $0 $3.5 $7.6 $11.4 $14.2
UITF Expend. 5.6 22.4 20.3 20.3 20.5
Net Effect ($5.6) ($18.9) ($12.7) ($8.9) ($6.3)

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect



Local Effect: Local jurisdictional expenditures to reimburse UITF increage b
approximately $381,400 in FY 2010 and $347,300 in FY 20T8is bill imposes a
mandate on a unit of local gover nment.

Small Business Effect: The Administration has determined that this bill has a
meaningful impact on small business (attached). Legislatiwvacgsrconcurs with this
assessment. (The attached assessment does not reflect amendrnerit fo t

Analysis

Bill Summary: A part-time worker is eligible for benefits based on wages
predominantly earned from part-time work; must be activelkisgepart-time work;
must be available for part-time work for at least the nunadfelnours worked at the
part-time worker's previous employment; cannot impose any otlsgncteons on the
part-time worker’s ability or availability to work; and mustibea labor market in which

a reasonable demand exists for part-time work. A qualified paet-tvorker with a
disability may not have the disability used as a disqualifyintgpfacA part-time worker

is not considered to be unemployed if working all hours for which theipas worker is
available.

Current Law: In order to be eligible for unemployment benefits, an individual fneis
able to work, available for work, and actively seeking work. A claimaay not impose
conditions and limitations on his or her willingness to work and kéllavailable.
Although not explicitly stated in statute, eligibility applies only to full-timerk.

Background:  Unemployment insurance (Ul) provides temporary, partial wage
replacement benefits to persons who are unemployed through no faulir @ivtheand
who are willing to work, able to work, and actively seeking emploaymeBoth the
federal and state governments have responsibilities for the umgngait insurance
program. Funding for the program is provided by employers though unemgrioy
insurance taxes paid to both the federal government for administ@ativether expenses
and to the states for deposit in the unemployment insurance tndst flusing federal tax
revenues, the program is administered pursuant to state lawteyestaloyees. Each
state law prescribes the tax structure, qualifying requiremdr@sefit levels, and
disqualification provisions. These laws must, however, conform to broadafede
guidelines.

Benefits paid from the unemployment insurance trust fund are lmaséte amount of
money that the employee earned during the base period @#hdofiur of the last five
completed calendar quarters prior to the date the emplogeediclaim). The weekly
benefit amount provided by the Maryland Unemployment Insurancerbhages from
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$25 to a maximum of $380. The maximum duration that weekly benefitbepaid is
26 weeks. Through federal tax revenues, a 20-week extension of Ul enefitrently
in effect for eligible claimants who have exhausted their first 26 weeksefitse

The unemployment insurance program is financed by the Federal Uryamepio
Insurance Administration through employer taxes. The federal t6X2%% of the first
$7,000 in wages paid to each employee. Employers receive cregittof5.4% for the
taxes they pay under state unemployment compensation laws. Thaxngl.8%)
collected by the federal government is used to finance statdealeral administrative
costs. Funds are distributed to states based on each state’doeld. The Maryland
program is administered by the Office of Unemployment Instegan the Department of
Labor, Licensing, and Regulation (DLLR) and funds are deposited intdlémgland
Unemployment Insurance Trust Fund.

All private business employers and nonprofit organizations employingoormaore
persons, at any time, are subject to the Maryland Unemployms&mtahrce Law. Each
employer is assigned a particular tax rate based on its empernwith unemployment, in
relation to the experience of other employers, and the fund balatioe aryland UITF
from the preceding September. Taxable wages are defined asstt&#8f500 earned by
each employee (both full- and part-time employees) in a calendar year.

State and local governments and some nonprofit organizations reinidliiselollar for
dollar in lieu of paying State and federal Ul taxes. Nonprpfiist a certain percentage
of collateral specified in law when choosing the reimbursement option.

Part-time Workers

Nationwide, part-time workers received Ul benefits at a 04t29%, compared to 50%

for full-time workers in a study conducted by the U.S. Governmeabuntability Office
(GAO). The GAO report, released in September 2007, also inditteiedow-wage
workers (earning less than $8.97 an hour in 2003) were found to be over twice as likely to
be unemployed than higher wage earners but half as likely toreeaaemployment
benefits. Thirty states now allow Ul benefits for part-timerkers, according to the
National Law Project.

The Wenger Study — Unemployment Insurance and Part-time Workers in Maryland

In 2008, DLLR commissioned a study by Dr. Jeffrey B. Wengen#dyae the part-time
labor market in Maryland and estimate the cost of extending Ul lerneficover the
unemployed who search for part-time work. Completed in January 20€%tudy
identified several important factors to consider. The stiths research indicating that
each dollar paid in unemployment benefits results in $2.15 worth of ecm@aativity.
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The study states that 42% of part-time labor in Maryland isesdrated in 10 industries,
as shown below i&xhibit 1.

Exhibit 1
Maryland Part-time Jobs by Industry

2005-2007
Restaurants and Other Food Services 11.57%
Elementary and Secondary Schools 6.86%
Colleges and Universities 4.13%
Hospitals 4.09%
Construction 3.78%
Grocery Stores 3.12%
Real Estate 2.24%
Department Stores and Discount Stores 2.15%
Other Amusement, Gambling, and Recreation 1.89%
Child Day Care Services 1.80%

Source: Wenger, 2009

Based on 2007 data, the study estimates the annual cost of providing ayrasyl
benefits to part-time workers. The study assumes 5,754 parbénedficiaries annually,
receiving benefits for 15.5 weeks with a median weekly benefit68. Based on these
assumptions, offering unemployment benefits to part-time workeosildw cost
$14.5 million annually. If the mean weekly earnings data is useda@aveekly benefit
of $199), the annual cost increases to $17.8 million.

State Fiscal Effect: Ul benefits are chargeable to the State and reimbursed on a
quarterly basis. Approximately 1.3% of Ul benefits are chargettié¢ State. In fiscal
2010, payments for one quarter of fiscal 2009 and three quarters df Zxba are
collected. Thus, total State expenditures (general funds, spauis, fand federal funds)
increase by $291,635 in fiscal 2010 and $265,601 in fiscal 2013.

Unemployment Insurance Trust Fund Effect: The fiscal impact of expanding Ul
benefits to include individuals seeking part-time work is dependan&d number of
factors. The number of eligible claimants, the wage base detegithe weekly benefit
amount, and the number of weeks benefits are received areajbeaomponents of this
estimate. As shown iExhibit 2, new Ul weekly benefits established represents the
number of people who become unemployed, are eligible for benefitbegmdreceiving
benefits. As shown in the exhibit, the second and third quarters of 20@Bssgmificant
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increase in new benefits when compared to prior periods. limtlequarter of 2008 the
increase in new benefits established was even more dranatiinerease of 61% when
compared to the same period in the prior year.

Exhibit 2
New Weekly Ul Benefits Established
Calendar 1st 2nd 3rd 4th
Y ear Quarter Quarter Quarter Quarter Total
2004 37,131 22,516 24,270 25,287 109,204
2005 34,269 21,049 22,203 21,866 99,387
2006 29,934 20,043 22,947 22,991 95,915
2007 33,591 20,102 23,347 28,614 105,654
2008 36,097 26,820 30,558 46,066 139,541

% Difference
2007-2008 7% 33% 31% 61% 32%

Source: U.S. Bureau of Labor and Statistics

UITF expenditures increase by an estimated $5.6 million imlfi2009, assuming this
emergency bill is enacted and claimants are eligible for berffitil 1. In fiscal 2010,
UITF expenditures increase by $22.4 million due to the increaldé beneficiaries. This
estimate reflects the following information and assumptions tsedtermine the fiscal
impact of the bill on the trust fund:

° the number of new weekly Ul benefits established continues to ber hitdre
average throughout the end of fiscal 2009 and through the first half of fiscal 2010;

° new weekly Ul benefits begin returning to fiscal 2008 levels irste®dnd half of
fiscal 2010;

° the 422,095 part-time workers in the Maryland labor force compri%e dfdthe
total Maryland labor force (3,008,198 forecast for fiscal 2009);

° in fiscal 2010, 2.24% of the part-time workers receive at leastveeek of
benefits, which is half the rate that the full-time labor faoeeeives (4.48%) (this
percentage is greater than in prior years to reflect higher tremage levels of
unemployment);
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thus, 9,515 part-time employees receive benefits in fiscal 201@rshéull fiscal
year impacted by the bill — the number of part-time workebaged on estimated
total employment provided by the Moody's Economy.com forecd®4,262
part-time workers multiplied by 2.24% receiving at least one week ofib®nef

for fiscal 2010, the average weekly benefit amount for full-timekessr in
Maryland is $300, and a part-time worker’'s average weekly wa§6% of this
amount or $150;

the projected average weekly benefit from fiscal 2011 through 201&ases by
3.0% a year as follows: 2011 = $154; 2012 = $159; and 2013 = $164;

the average duration of the benefit paid to a qualified part-timeidocl is the
same as for a full-time individualé., 15.7 weeks);

the amount of benefit charged back to private-sector employ6#s1%o, payable
over the following three years; and

the State, local governments, and nonprofits reimburse the trust &chdyear,
payable on a quarterly basis.

Exhibit 3 summarizes further assumptions on future unemployment levelstualA
unemployment data is utilized through the first half of fiscal 2009.

Exhibit 3
Unemployment Assumptions

Per cent of Part-time L abor

Number of Part-time Receiving New Unemployment
New Weekly Benefits Part-time Benefits Rate

FY 2008 8,041 1.9% 3.6%

FY 2009 11,103 2.6% 5.6%

FY 2010 9,515 2.2% 6.9%

FY 2011 8,359 2.0% 6.3%

FY 2012 8,120 1.9% 5.0%

FY 2013 7,961 1.8% 4.4%

Source: Unemployment Rate, Moodys.com

Of the amount paid on behalf of private employers in fiscal 2010,8%nillion (or
64.1% of benefits paid) is charged back to one or more previous emgployer a
three-year periotheginning the year followingenefits payment. The $7.2 million that
cannot be charged back to private-sector employers is, ultimaeslgvered through
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premiums paid by all employers. Payments made for Statal| government, and
nonprofit employers are charged in the same year and reimburseamerade on a
guarterly basis. In fiscal 2009, no payments are collected; aprbateafter payments
for one quarter of the prior year and three quarters of the cureamtare collected.
Thus, UITF revenues increase by $3.5 million in fiscal 2010 and $tldn in
fiscal 2013.

Out-years reflect the projected increases in the weekly bema@iunt, growth in the size
of the Maryland labor market, and beginning in the second half of 201@ueatie in
the percentage of part-time workers receiving new benefits. Dnoraif benefit
(15.7 weeks) and percentage charged back to employers (64.1%) all remain the same

It should be noted that the dramatic increase in new weekly Ulfitseelstablished
exaggerates the near-term impact of a benefit increase wimepaced to periods of
lower unemployment and steady economic growth. Under the samepaissismusing
fiscal 2008 levels of unemployment, fiscal 2010 expenditures fortipagtUl benefits
equal $18.6 million.

Local Fiscal Effect: Ul benefits are chargeable to local governments at 1.7% and
reimbursed on a quarterly basis. In fiscal 2010, payments for onergagfiscal 2009

and three quarters of fiscal 2010 are collected. Thus, locatictional expenditures
increase by $381,369 in fiscal 2010 and $347,324 in fiscal 2013.

Additional Information

Prior Introductions. Similar legislation was introduced in 2008 as SB 328 and HB 627.
SB 328 passed the Senate and received a hearing in the House Ecoratisis M
Committee. HB 627 also received a hearing in the House. No rfathen was taken

on either bill.

Cross File: HB 310 (The Speakeet al) (By Request - Administration) - Economic
Matters.

Information Source(s): U.S. Bureau of Labor and Statistics; Moodys Economy.com;

Wenger, 2009; Montgomery County; Department of Labor, Licensing, and Regulati
Department of Legislative Services
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Fiscal Note History:  First Reader - February 16, 2009
ncs/rhh Revised - Updated Information - March 19, 2009
Revised - Senate Third Reader - March 30, 2009

Analysis by: Erik P. Timme Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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ANALYSIS OF ECONOMIC IMPACT ON SMALL BUSINESSES

TITLE OF BILL: Unemployment Insurance — Eligibility — Part-Tirdéork
BILL NUMBER: Senate Bill 270

PREPARED BY: Department of Labor, Licensing and Regulation

PART A. ECONOMIC IMPACT RATING

This agency estimates that the proposed bill:

__ WILL HAVE MINIMAL OR NO ECONOMIC IMPACT ON MARYLAND
SMALL BUSINESS

OR

X WILL HAVE MEANINGFUL ECONOMIC IMPACT ON MARYLAND
SMALL BUSINESSES

PART B. ECONOMIC IMPACT ANALYSIS

Small Business Effect: To the extent that small businesses employ part-time employees and
then lay off those part-time employees, this bill may have the effectrefaising Unemployment
Insurance costs for such businesses.
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