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Maryland raising tax 

.to' cover higl1e~,cost' 
ofunemployment 
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The state has hiked the unemployment insurance tax. 
dou~l.ing-the amount that compames and nonprofitll of 
all SIZeS will. pay per employee starting next year. 

:The annuaI tax will increase from
 
the minimum rate of 0.3 percent on
 
the first $8,500 earned by an employ­

ee to a minimum of 0.6 percent, said
 
Thomas E. Perez, secretary of the
 
Maryland Department of Labor, U­

cens.ing and Regulation~ That means
 
most companies will pay $51 per
 
worker, instead of the existing $25.50. ­

The department is just beginning to Perez
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notify employers that the tax'will take ef­

feet Jan. I, he said..
 

'1 certainly appreciate the difficulty
 
that this presents for all businesses,"
 

,Perez said in an interview with the Bal·
 
timen: BusinesS Journal. "Nobody wants
 
to pay more taxes. If we ignore these is­

sues now, it's the proverbial 'pay me now
 
or pay me later.' ..
 

The tax in~se on each working em­

ployee - not just those who are laid off
 
- comes as a surprise to businesses that
 
are struggling to tum a profit amid the fi·
 
nancial crisis that his gripped the nation.
 
And while the arnoun t may sound nomi­

nal, any kind of hike could really sting,
 

, executives said, particularly after the 
Maryland legislature passed $1.4'billion 
worth of annual tax increases last year. 

"Unfortunately, jt's just another cost
 
that businesses have to absorb'during
 
these uncertain times," said Donald C.
 
Fry, CEO of the ':ireater Baltimore CoW'
 
~ an o,rgaruzanon ffiat represents
 

e.l.Qterests of companies throughout
 
the region. The increase, Fry said, could
 
cause businesses to tighten their belts
 

, even further, especially with the coun­
fry's next presidential administtation and 
economic policies uncertain. 
, Richard Clinch, a University of Balti­

more economist, said the unemployment
 
insurance tax increase especially will affect
 
businesses with narrow profit margins.
 

The tax on each worker fuels the
 
Ma~yland Unemployment Insurance
 
Trust Fund, which pays unemployment
 
benefits to people who are out of work.
 
For the week ending Oct. II, the state
 
doled· out roughly $12 million in unem·
 
pToyment irisurance benefits, up from
 
$7.2 rni\lion during the same time last
 
year and $6.6 million in 2006,
 

State unemployment insurance pro­

vides temporary partial wage replacement
 
benefits to those who have been laid off,
 
are willing and able to work and looking
 
for jobs. Weekly benefits range from $25
 
to a maximum of $380 and are typically
 

capped at 26 weeks. CODgrE;SS, ho~i. 
enacted a l3-week extension of unetoplOY--. 
ment insurance benefits in June. . . 

With close to 138,000 Marylanders, or 
4.6 percent of the state's population, uno. 
employed, the trust fund is being depleted 
at a faster clip - triggering the tax hike. 

A stipulation in state law requires the
 
Department of Labor, Ucensing and
 
Regulation, to review the unemploy­

ment insurance trust fund each Sept. 30.
 
Should the balance in the fund dip below
 
certlin levels. then a tax ~ is automat­

, ic. NJ of Sept. 30. the balance in the fupd 
stood at $895.3 million, $40 million under 
the threshold to keep taxes at their exist­
ing leve~ Perez said. 

It is crucial, he ·said, to keep the bal­
ance in, th·e fund' robust to prevent the 
inSolvency. that other states are facing. 
California, Michigan. New York and. 
Ohio are among the states whose un­
employment insurance funds could go 
broke this year or next. 

About three year.> ago, lawmakers and . 
businesspeople came together to revamp 
un~ployment insurnnce to ensure the fu­
ture of the trust fund, FrY.said.. 1r~ impor­
tant to remember, he said, that business 
was involved in discussions that reSulted 
in the law triggering the tax ing-ease. " 
.Sen. Thomas M. Middleton; a Charles 

County Democrat who chairs the fi­
nance Committee, spearheaded this ef· 
fort He could not be reached for com­
ment. 


