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e The recently passed hill to raise Maryland’ s minimum wage to $15 per hour could cost 94,600 jobs.

e For perspective, thisis equivalent to eliminating nearly 50 percent of projected job growth between 2016
and 2026.

e Maryland is not in a strong position to absorb this shock, as it continued to experience below-average job
growth while the state implemented its previous minimum wage hike from 2014 to 2018.

Recently, the Maryland General Assembly passed a bill to raise the state’'s minimum wage from $10.10 to $15
per hour by 2025.1] It did so with enough votesto override alikely veto from Governor Larry Hogan,
effectively guaranteeing its implementation. With 20 states raising the minimum wage in 2019, Maryland is
only the latest to enact a minimum wage hike.[ 2] American Action Forum (AAF) research has shown, however,
that minimum wage hikes often hurt those they intend to help by increasing joblessness among low-skilled
workers and failing to deliver income gains to those who need the most assistance.[ 3]' [4]' [5] In Maryland, for
example, this massive minimum wage increase could cost the state over 90,000 jobs.

Under the law, the state’s minimum wage will gradually increase to $15 per hour by 2025 for most workers.
Businesses with fewer than 15 employees will have until 2026 to pay at least the new minimum wage. This
comes after the state finished implementing a previous increase in its minimum wage, from $7.25 per hour in
2014 to $10.10 per hour in 2018.[6]

While proposals to raise the minimum wage are well intended, it isimportant to consider the negative labor
market consequences. A 2015 peer-reviewed report by Jonathan Meer and Jeremy West concludes that raising
the minimum wage reduces job creation.| 7] Specifically, a 10 percent increase in the real minimum wageis
associated with a 0.3 to 0.5 percentage point decrease in the net job growth rate. As aresult of the slowdown in
job growth, three years after the minimum wage increase employment is 0.7 percent lower than it would have
otherwise been.

This may not seem very problematic, but the $15 per hour minimum wage passed by lawmakers in Maryland
constitutes a 48.5 percent increase from the state’ s current minimum wage of $10.10 per hour. This means that
after the minimum wage reaches $15 per hour in 2025, by 2028 employment could be 3.4 percent lower than it
would be if the minimum wage did not increase. Using the Maryland Department of Labor, Licensing and
Regulation (DLLR) employment projections as a baseling,[ 8]+ [9] this trandates to aloss of 94,600 jobs.

To put that figure in perspective, the DLLR projects that between 2016 and 2026, Maryland will have created
194,500 jobs under current law. The $15 per hour minimum wage just approved by Maryland’ s lawmakers
could eliminate 48.7 percent of those new jobs.

Moreover, Maryland is not in a strong position to absorb this labor market shock. Since 2010, when
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unemployment peaked following the Great Recession, job growth in Maryland has lagged the rest of the nation.
Specifically, between 2010 and 2018, jobsin Maryland grew 1 percent annually, compared to 1.4 percent
nationwide. Of note, since Maryland began implementing its previous minimum wage increase in 2014 (from
$7.25 to $10.10 per hour), state job growth continued to stagnate. From 2014 to 2018, jobsin Maryland only
grew 1.1 percent annually, while nationwide they grew 1.6 percent each year.| 10| An additional, far more
dramatic minimum wage increase could ensure that Maryland’ s labor market will continue to lag the rest of
country over the next severa years.

Raising the minimum wage may seem appealing, but it isimportant to understand that it has a cost.
Unfortunately, the low-wage, low-skill workers who labor advocates want to help are the very workers who
tend to bear the brunt of this cost. Substantial evidence suggests that mandated wage hikes reduce hiring, cost
the lowest skilled workers their jobs,[ 11] and may even force businesses to shut down.[12] Maryland’s new $15
per hour minimum wage could cost the state 94,600 jobs—nearly 50 percent of a decade’ s worth of job growth.
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