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To spur economic expansion, fix unemployment insurance
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Regardless of whether you agree with Gov. Patrick’s proposal to spend $1 billion over the next decade to support the Massachusetts biotechnology industry, it is clear that there are more basic — and far less sexy — concerns that must be addressed if we are to improve the commonwealth’s business climate. 

Massachusetts is a very expensive place in which to do business, and unemployment insurance is one of the main culprits. The commonwealth offers the nation’s richest UI benefits, allows recipients to collect longer than in any other state and requires workers to be employed for a shorter time in order to qualify for benefits. 

Even in 2000, when Massachusetts’ unemployment rate was well below the nation’s, the commonwealth spent 53 percent more than the national average on UI benefits. Not surprisingly, the typical Massachusetts claimant collected for 16.3 weeks, compared to the national average of 13.7 weeks. You get more of what you encourage; less of what you tax. 

In this case, we tax jobs. Benefits are paid for by a tax on businesses. Nationally, employers pay an annual average of a little over $300/employee for unemployment insurance. But in Massachusetts, the number is $619 per employee. By comparison, it’s $284 in North Carolina, $216 in Texas and $152 in New Hampshire. 

The commonwealth’s unemployment insurance system is akin to offering employers free limousine service to the border. 

That’s why it was so disappointing recently when Susan Bump, Mr. Patrick’s labor and work force development secretary, announced at a Statehouse hearing that the administration would not support a legislative proposal to reform the commonwealth’s unemployment insurance system. 

That bill wouldn’t even reduce our richest-in-the-nation weekly benefit payments. It would merely bring Massachusetts into line with other states by, among other things, increasing from 15 to 20 the number of weeks a person must work to be eligible for benefits, and decrease the maximum period for collecting benefits from 30 to 26 weeks. 

Associated Industries of Massachusetts calculates that these reforms alone would save $80 million to $120 million per year. Other common-sense changes would bring the savings to more than $366 million and avert an additional 5.7 percent rate hike. It would also go a long way toward eliminating one of the commonwealth’s biggest competitive disadvantages. 

But Mr. Patrick not only opposes the reforms, he supports a labor-backed bill that would make it easier for out-of-work, part-time employees to qualify for UI benefits. 

We’ve already seen how seasonal workers game the system. In a 2006 CommonWealth magazine article John O’Leary, former division of unemployment assurance commissioner, described how employees of businesses such as school bus operators, construction and landscaping firms, along with businesses located in vacation areas, are routinely laid off each year (or lay themselves off in the case of some business owners) and spend several months collecting up to $551 per week, plus $25 per dependent child. 

Many earn large amounts of money in a short period before collecting. One Nantucket jewelry store owner earned $50,000 over the summer, then collected Massachusetts unemployment while she spent the winter in Florida. 

The jewelry store owner was not an anomaly. More than half the 247,000 people who filed for Massachusetts UI benefits in 2004 also did so in 2003. About 18,000 people have collected for at least 11 of the last 20 years. 

Unemployment insurance is ground zero for the high cost of doing business in Massachusetts. We’ve already set the bar to be eligible for benefits lower than any other state; making it easier for out-of-work, part-time employees to collect will only make the problem worse. 

Mr. Patrick touts himself has a “pro-growth progressive.” If he’s serious about jobs and economic growth, he will need to go beyond high-profile business investments and address the fundamentals that make Massachusetts such a hard place to start and grow a business. 

In this case, it will require him to stare down his labor supporters and endorse common-sense UI reforms that are long overdue in Massachusetts. 
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