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Signsof Recovery in Third Quarter of 2002

In the third quarter of 2002, Mayland firms
reported that they experienced increases in revenues while
employment growth remained seady. This is a postive
sgn for the Maryland economy. The percentage of firms
reporting revenue growth increased from 38% in the
second quarter to 45% in the third quarter of 2002. In
paticular, the percentage of firms reporting great
increases in revenues doubled from 8% in the second
quarter to 16% in the third quarter of 2002. After holding
nearly steedy for three quarters, it is a pogtive sgn for
firms to report increased revenues while keeping
employment growth steedy. Firms are growing during a
time when Maryland’s unemployment rate remains below
the naiond average and there is mixed economic
performance nationdly. The percentage of firms reporting
increases in employment during the third quarter of 2002
held steady a 27%. It will be important to seeif Maryland
firms can sudtan this increase in revenues and manage to
increase their employment gains into the following quarter
and year.

Firm’s Expectations High for 2003

Maryland businesses continued their improved
outlook into the second haf of 2002. The percentage of
firms expecting revenue growth in the coming year
increased from 69% in the second quarter to 73% in the
third quarter, while the percentage of firms expecting
employment growth in 2003 held steady at 49% from the
second quarter to third quarter of 2002. This optimism and
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Labor Market Problems Still a Hindrance Firms Reporting that Labor Market Conditions
Hinder their Ability to do Business

With the continued low unemployment reate in

Maryland, 35% of responding firms in 2002 stated that

labor market conditions in Maryland have hindered their

ability to do busness. The decline in results from previous 5% 1 43% 44%

yearsis likdy due to fewer firms hiring workers, but there

dill exists a srong demand for skilled workers by 40% 1
employers across the State. Survey participants were aso

asked if they viewed labor market conditions as a 35% 7
competitive asset or a competitive weakness to the |
Sate.  Thirty percent (30%) of firms reported labor
market conditions in Maryland as a competitive asset and 2506

50%

31% responded that the conditions are a competitive
weakness. 20% 1

2%
34% 35%
Basicsand Training Most Lacking in Workers 15% 1
In the firgt half of 2002, 84% of the surveyed firms =~ 7|
hired employees who have only a high school level of
education. When these busnesses were asked if these
employees have the necessary kills to perform their jobs, 0% - . . .
43% of the firms responded that they do not, an increase 1998 1999 2000 2001 2002

from 36% in 2001.

The greatest problems that employers noted were a lack
of training/vocational skills (15%), alack of basic education (12%),
a lack of work experience (11%), and a lack of

5% 1

computer/technology skills and alack of communication skills s
(7%). Businesses have consistently noted a need for better Overall Labor Market Conditions
training/vocational skills and prior work experience among high In Maryland

school applicants.
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Worker Shortages Reverse Trend

The percentage of firms reporting worker
shortages reversed its recent declines and increased from
the second to third quarters of 2002. In the third quarter
of 2002, 55% of firms reported experiencing worker
dhortages.  This increase in firms reporting worker
shortages is not a positive Sgn for the State. Employment
growth has remaned steady for severd quarters and
expectations for employment increases have held steedy
for the past three quarters. Maryland’ s unemployment rate
continues to hover at rates lower than the nationd average.
All of this points to Mayland firms having a grester
difficulty in finding qudified workers especidly during a
time in which firms are trying to remain insulated from the
turbulent nationa economy.

Companies currently reporting difficulties in hiring
workers were asked whether these were short-term
shortages, long-term shortages, or both. In the third
quarter, 28% of firms reported short-term shortages,
27% reported long-term shortages, and 45% reported
both short and long-term shortages.

Firms that reported worker shortages were adso
asked which pogtion(s) created these recruitment
problems. The positions that firms responded to having
the grestest difficulty in filling were manufacturing/ skilled
trade (20%), unskilled workers/ laborers (15%), sales/
marketing (14%), and clerical/ administrative/
secretarial (10%).

Positions for which Firms Cited
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FirmsView Business Climate as L ess Friendly

In the third quarter of 2002, the percentage of
firms having a postive view of the busness climae in
Maryland declined while the percentage of firms having a
negative view of Maryland's business climate held steady.
Thisis not a podtive sgnd for the State. The percentage
of Maryland businesses that rated the State as either pro-
busness or busness friendly decreased from 50% in the
second quarter to 47% in the third quarter of 2002. The
percentage of businesses holding a negative view of the
State's business climate (rating Maryland as either anti-
business or busness unfriendly) held steady at 22% from
the second to third quarter of 2002.

Maryland firms, despite experiencing grester
increases in revenues and optimism for the future, are
indicating digpleasure with the State government in regards
to deding with and addressng business needs and
concerns.  Businesses are looking to the candidates for
Governor as to how they will address the issues of taxes,
trangportation, and economic development.  While
Maryland businesses have indicated solid performance in
revenue gains and pogitive expectations for the future, they
are d0 indicating difficulty in finding skilled workers and
digpleasure at State efforts to aid businesses.

Through the third quarter of 2002, 47% of firms
rate the State’ s business climate as pogtive. In Batimore
City, 48% of the firms surveyed have a postive view of the
busness climate and 18% have a negative view of the
business climate. In the Washington Suburbs, 52% of
firms have a pogtive view of the busness dimae in
Maryland and 17% have a negative view of the business
climate. The Washington Suburbs have the grestest
positive view of the Stat€' s business climate. Thisregion is
a0 experiencing the greatest impact from the increased
spending on defense and security to federd labs and
contractors. The Bdtimore Metro area has the lesst
positive view of the business climate in Maryland. Forty-
one percent (41%) of firms have a podtive view of
Maryland's business climate and 23% have a negdive
view of the business climate.
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