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This final Massachusetts Benchmarks issue of 2000 addresses two major economic challenges
that the Commonwealth will face in the new economy. How policymakers, business leaders,
and educators respond to these will determine the quality of life for a large segment of our

population well into the twenty-first century.

One major challenge, addressed by Dr. Sarah Kuhn of the Department of
Economic and Social Development at the University of Massachusetts Lowell
campus, is found along the Interstate 495 West corridor. The new economy
has ignited massive growth along this central Massachusetts arc, creating high-
paying jobs for individuals and increased tax revenue for communities, but
rapidly expanding the demand for services such as schools and transportation.

Careful thought and planning are necessary to balance the benefits and dan-
gers that the economy is bringing to the I-495 region, Dr. Kuhn warns. A
failure to address this situation could result in a loss of the region’s New
England character.

Dr. Clyde Barrow of the University of Massachusetts Dartmouth, meanwhile, reports on the
“silent transformation of the state’s textile and apparel industry.’’ There is mounting evidence
that the new economy is breathing life into this old Massachusetts industry.

Behind the headlines of plant closings and layoffs, a new generation of textile and apparel firms
has been taking root in recent years. Many are small companies with a commitment to technol-
ogy that makes them more productive and profitable. This emerging reliance on new technol-
ogy presents our second challenge: an increasing demand for better-educated manufacturing
workers, which heightens the importance of efforts to improve our public schools.

The authors raise important issues with these studies, issues that deserve our best effort to resolve.

William M. Bulger
President
University of Massachusetts

L e t t e rFROM THE PRESIDENT

. . . .  2 . . . .
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E X C E R P T S

F R O M     T H E     B O A R D

Amid a set of mixed signals, the Massachusetts economy seems to be slowing.
Total employment continues to grow (after correcting for the recent Verizon
strike and temporary Census hires), but at a somewhat slower pace than last
year’s. Consumer spending is slowing, as reflected in less robust growth of
sales tax collections in the state. On the other side of the ledger, the construc-

tion industry continues as a rapidly growing employment sector, even in the face of higher
interest rates, and despite a downturn in single family housing permits.

The Board’s consensus forecast is that the Massachusetts economy will continue to slow, re-
sulting in a soft landing and avoiding a recession. A soft landing would imply a steady or
modestly rising unemployment rate along with low and stable price inflation. There is, how-
ever, some uncertainty to this forecast. The most prominent risk is the recent, rapid increase in
the prices of oil and natural gas. If the coming winter is severe, these higher fuel prices could
significantly cut into households’ disposable income, leading to slower growth in consumer
spending. Business costs, especially in the state’s manufacturing sector, are also being adversely
affected by the run-up in oil and natural gas prices. In addition, rising energy costs may indi-
rectly affect the Massachusetts economy through their negative impacts on our trading part-
ners, particularly in Europe. There, the rise in the price of oil has been exacerbated by the fall in
the value of the Euro. The combined effect has left our European trading partners with less
purchasing power and reduces their demand for our exports.

Another serious risk to the state’s continuing economic expansion is the rising cost of health care.
During much of the 1990s, health care costs were contained and health insurance costs were
stable or declining. Much of this favorable experience arose out of the shift toward managed care
that took place on a large scale during the decade. Many of these, however, were one-time sav-
ings. It is now becoming evident that managed health care may also be subject to cost inflation.

A related risk is a local inflation rate (in both consumer prices and business costs) that continues
to exceed the national rate. This leads to cost disparities with the national economy that may
have to be balanced if the state is to remain competitive. The process of balancing may include
a period of slower economic growth in the Commonwealth.

Despite these risks, the Massachusetts economy can look ahead to continued economic expan-
sion, though at a slowing rate. This bright picture includes some clouds that may ultimately
dim this prospect, but at the moment the balance of opinion is guardedly optimistic.
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EconomicCurrents

Between June 1999 and July 2000, the Federal Reserve raised
the federal funds rate six times, for a total increase of 175 basis
points. For this and other reasons, the national — and state —

␣ economies appear to be growing at a slower rate.

The changing economic situation in Massachu-
setts is not unlike the economic situation na-
tionally: some indicators are consistent with a
slowdown, while others indicate continued

strong growth. One important difference between Massa-
chusetts and the nation is the mounting evidence that infla-
tion is taking hold here. If this continues, the economic
“landing” in the state may be comparatively rougher or take
longer.

So far, deceleration in the pace of activity in Massachu-
setts has been minimal. As proxied by the Massachusetts
Current Economic Index, the real gross state product grew

at an annual rate of 3.8 percent in the second quarter of
2000, down from 4.3 percent in the first quarter and 3.9
percent in the fourth quarter of 1999. The corresponding
figures for U.S. real GDP growth are 5.2 percent in the
second quarter of 2000, 4.8 percent in the first quarter,
and 8.3 percent in the fourth quarter of 1999.

The Massachusetts Leading Economic Index, however,
is projecting slower growth ahead. The index for June sug-
gests that growth over the second half of this year will slow
to a 2.5 percent annualized rate. This is the lowest the lead-
ing index has been since the financial scare in the fall of
1998, following the collapse of the Russian ruble.



FALL 2000 MASSACHUSETTS BENCHMARKS. . . .  5 . . . .

The Current and Leading
Economic Indices for

Massachusetts

Sources: The Conference Board; University of Massachusetts; Federal Reserve Bank of Boston

The Massachusetts Current

Economic Index for July

was 128, barely up from June

2000 (at annual rates), and up 3.6 per-

cent from July 1999. The current index

is normalized to 100 in July 1987, and

calibrated to grow at the same rate as the

Massachusetts real gross state product

over the 1978–1997 period.

The Massachusetts Leading Eco-

nomic Index for July was 1.4 percent, and

the three-month average for May through

July was 2.3 percent. The leading index is

a forecast of the growth in the current in-

dex over the next six months, expressed at

an annual rate. Thus, it indicates that the

economy is expected to grow at an annual

rate of 1.4 percent over the next six

months. Because of monthly fluctuations

in the data on which the index is based,

the three-month average of 2.3 percent

may be a more reliable indicator of near-

term growth.

The indicators that constitute the

leading index were evenly split, with four

of the ten supporting faster-than-trend

growth, four supporting slower-than-

trend growth, and two consistent with

a 2.6 percent trend rate of growth. This

is an indication that overall growth is be-

ginning to level off.

Submitted September 7, 2000

Current Economic Index
United States and Massachusetts

The U.S. Current Economic Index is measured on the left vertical axis;
the Massachusetts Current Economic Index is measured on the right.
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Fast- and Slow-Growth Indicators Are Evenly Split
The indicators that constitute the leading index were evenly
split, with four of the ten supporting faster-than-trend growth,
four supporting slower-than-trend growth, and two consis-
tent with a 2.6 percent trend rate of growth. The four positive
indicators were consumer purchases as proxied by state sales
taxes, the unemployment rate, the Bloomberg Stock Index
for Massachusetts, and construction employment. The four
negative indicators were consumer confidence, the interest rate
spread between 10-year and three-month Treasury securities,
initial unemployment claims, and automobile purchases, as
measured by motor vehicle sales taxes. Total nonagricultural
employment, and withholding taxes — a measure of aggre-
gate wages and salaries — grew at the long-run trend rate.

One characteristic of the Benchmarks indices is that, in
being composites of several indicators, they often give a
clearer signal of trends than do the individual indicators
that constitute them. For example, though motor vehicle
sales taxes enters negatively in June, one cannot be cer-
tain—at least yet—that automobile purchases slowed be-
low their trend rate of growth. Therefore, in the discussion
below that addresses whether a soft landing is under way,
the evidence for and against a slowdown versus continued
strong growth does not neatly correspond to the positive
and negative indictors of the leading index. This discussion
will follow a brief theoretical summary of what we might
expect will happen if the Fed policy works as planned.

Massachusetts Should Slow with the Nation
The Fed’s attempt at a soft landing should slow the Massa-
chusetts economy for the same reasons it is expected to
slow the national economy. Higher interest rates should
slow all activity that relies on credit, including housing, in-
vestment, and consumer spending. The policy is also sup-
posed to restrain consumption through the wealth effect,
by its impact on stock prices.

We should look for declines in housing permits and
construction employment, a reduction in the rate of growth
of shipments, orders, and employment in investment-
supplying sectors, and a slowdown in the growth of con-
sumer spending. These will give evidence that monetary
tightening is working to bring the pace of expansion in
demand in line with the growth of potential supply. As these
direct impacts work themselves through the economy, over-
all employment growth should slow, labor shortages should
ease, and unemployment rates should rise moderately.

There are good reasons to expect that policy impacts in
Massachusetts will be in keeping with those in the nation with
respect to timing, as well as direction. States today are tightly
interconnected through trade and national markets, so eco-
nomic shocks, such as those arising directly or indirectly from
Fed policy, spread quickly throughout the country.1

The magnitudes of the policy impacts may differ some-
what from state to state, however. For example, Massachu-
setts has a relatively high concentration of suppliers of high

tech and IT investment goods and services. So, to the ex-
tent that this investment sector has not yet slowed in re-
sponse to higher interest rates, Massachusetts has been less
affected by Fed policy than has the nation on this score.
Since Massachusetts residents have larger stock portfolios
on average, any downward movement of the stock market
should result in proportionately larger consumption declines
attributed to the wealth effect.

Finally, there are other economic shocks affecting the
country that may impact Massachusetts more or less in-
tensely than other states. Foremost among these is the ris-
ing price of oil. Higher fuel prices act just like a higher sales
tax that is received, primarily, by foreign oil producers, leav-
ing less income or profit to spend on everything else. New
England’s relatively high reliance on home heating fuel
implies a disproportionately larger drag on non-oil spend-
ing than we find in other parts of the nation.
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So Far, Few Signs of Slowing…
The only sector that shows a clear trend toward slowing that
is consistent with monetary tightening is construction of
single-family homes. The number of single-family housing
permits in Massachusetts in the 12-month period ending in
June was 8.8 percent below the number for the prior 12-
month period. In a related manufacturing sector, employ-
ment in lumber and furniture was down 3.2 percent from
June 1999. This manufacturing sector had been one of the
better performers in the state over the current expansion,
with an annual average employment growth of 1.3 percent.

Interestingly, multi-family permits are exhibiting a ris-
ing trend, which may reflect a longer product development
and permitting cycle—and high rental rates.

… but Also, Few Signs of Continued Strong Growth
While there is limited evidence solidly supporting a slow-
down in the Massachusetts economy, there is also little evi-
dence that supports continued strong growth. Such growth
seems to be limited to certain types of construction and
some manufacturing sectors supplying investment demand.

The declines in single-family home construction are be-
ing more than offset by heavy construction (road projects,
commercial office buildings) and public projects (school
buildings, which reflect swollen K-12 school enrollments).
Because of this, construction employment in the state con-
tinued near its expansion-average pace. In the second quar-
ter, construction jobs grew at an annualized rate of 5.4 per-
cent, and June’s employment was 6.0 percent above that of
June 1999. The effects of the baby boom echo are also
apparent in the continued growth in child-care services, a
component of social services. The number of social services
jobs grew by 3.8 percent from June 1999 to June 2000.

Through the second quarter, investment spending, as
measured by real equipment and software investment in
the GDP accounts, continued to grow robustly. It expanded
by over 20 percent at annual rates in the first half of the
year. Growth was especially strong in IT-related sectors. As
an example, consider the electronics and electrical equip-
ment industry, which happens to be the largest manufac-
turing 2-digit sector in the state in terms of employment.
At the national level in the second quarter (there are no
timely state-level data available) shipments grew at an an-
nual rate of 22.3 percent, new orders at 29.8 percent, and
unfilled orders at 49.6 percent. (Inventories grew at an an-
nual rate of 9.2 percent.) Nationally, employment in the
industry grew at 3.0 percent in the first quarter, and in
June was 1.9 percent higher than in June 1999.

Massachusetts is receiving its share of the national mar-
ket. State employment in this industry grew by 3.8 percent
in the first quarter, and in June was 2.5 percent higher than
in the prior year. The strength of this industry is also appar-
ent in exports. The nominal dollar value of Massachusetts
merchandise exports in electrical equipment grew at an an-
nualized rate of 98.5 percent in the first quarter (seasonally

adjusted), and was 30.7 percent higher than the first quar-
ter of the prior year.

While employment growth in other Massachusetts
manufacturing sectors was mixed over the 12-month pe-
riod ending in June (fabricated metals and machinery were
growing, for example, while instruments, textiles, and plas-
tics were declining), overall manufacturing employment es-
sentially remained level. Given rapid productivity growth
in manufacturing, this represents strong output expansion.

Business confidence, as measured by the Associated In-
dustries of Massachusetts, is high. Both its overall index
and its sub-index assess conditions in Massachusetts at record
quarterly averages in the three months ending in June. The
Federal Reserve Bank’s Beige Book for Boston (June 14 edi-
tion)—an informal survey of the region’s employers, focus-
ing on retail trade, manufacturing and related services, soft-
ware and IT services, temporary employment firms, and
commercial real estate contracts—reports, on the whole,
strong current and expected sales and activity.

Many Signs Are Difficult to Read
Other indicators are not giving a clear indication of either
slowing or continued strong growth. Labor markets are still
tight, as evidenced by historically low unemployment rates,
low initial unemployment claims, low vacancy rates for com-
mercial office space, and many anecdotes of labor shortages.
The Fed’s Beige Book for Boston concluded that economic
activity was still at a high level, with tight labor markets.

With such low unemployment rates (2.6 percent in
June), and slow population and labor force growth (0.4
percent in the 12 months ending in June), employment
growth is constrained, and so is not a reliable gauge for
growth in labor demand. Does a drop in employment
growth represent tightening labor supply constraints, or a
diminished expansion in demand? One way to answer this
question is to look at vacancy rates and real-wage rate
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growth. Higher vacancy rates and
higher wage inflation would signal
increasing demand, while lower va-
cancy rates and lower wage inflation
would signal decreasing demand.
Unfortunately, we do not have data
on vacancy rates or good data on
wage rates; the wage rate measures
we do have are not in agreement
with one another.

At first glance, this discussion
appears to be irrelevant, because to-
tal nonagricultural employment
growth accelerated to 2.3 percent in
the second quarter and grew by 1.8
percent in the 12 months ending in
June. However, without the effect
of temporary Census workers, em-
ployment growth in the second quar-
ter was only 1.5 percent. Employ-
ment growth in most sectors was be-
low expansion-average rates. Whole-
sale and retail trade; electric and gas
utilities; banking and non-banking
services (the latter include money
management firms like Fidelity and
Putnam); and business, health, and engineering and man-
agement services all grew more slowly than in the past sev-
eral years. In most cases, the slower pace appears to be due
to labor shortages, but there has also been restructuring in
utilities, commercial banking, and health services.

Indicators of consumption, which accounts for two-
thirds of aggregate spending in the economy, are not giv-
ing a clear signal. Consumer confidence, as measured by
the Conference Board’s Index for New England, remains
near record levels, but was at about the same level in June

as a year earlier. The tax-based indicators of consumer spend-
ing for Massachusetts are mixed and are difficult to inter-
pret because of volatility. Both general sales taxes and
motor vehicle sales taxes indicated strong growth over the
12 months ending in June, but recently the two measures
were at odds with each other. Sales taxes were very strong
in the second quarter, while motor vehicle taxes declined.
In contrast to Massachusetts sales taxes, national retail spend-
ing in the second quarter was weak, and actually declined
in real terms.

Stock markets, important because of their effects on
consumer spending through wealth, continue to be vola-
tile. The Bloomberg Stock Index for Massachusetts gained
37.6 percent between its April 14 low and July 17, then fell
by 10.3 percent (as of August 8).

Inflation in Danger of Becoming Entrenched
While inflation does not yet appear to be a problem nation-
ally, there is a real danger it is beginning to take hold in
Massachusetts.

The Boston CPI for May is up 4.2 percent over a year
earlier. Though this year-over-year increase is down from
March’s 4.5 percent, the drop represents a moderation of
fuel price increases only. The core rate of inflation, as mea-
sured by all items less food and energy, is actually up from
3.5 percent in March to 3.6 percent in May. In compari-
son, the U.S. CPI was up 3.1 percent in May from a year
earlier, with a core rate of 2.3 percent. In May versus a year
earlier, housing costs in the Boston metro area were up 5.7

Employment Growth in Massachusetts, Selected Industries
The expansion began in June 1991, the trough of the Current Economic Index.

Annualized Rates of Growth
Second June 1999 Expansion

Quarter 2000 to June 2000 Average

Total Payroll Employment 2.3 1.8 2.1
    Excluding Decennial Census 1.5 1.7 2.1
Construction 5.4 6.0 6.7
Manufacturing 0.4 0.0 -0.8
    Lumber and Furniture -5.1 -3.2 1.3
    Industrial Machinery and Equipment 2.2 1.2 -0.7
    Electronics and Electrical Equipment 3.8 2.5 0.5
    Instruments -2.6 -0.6 -2.2
    Misc. Plastic Products -0.1 -1.0 2.3
Transportation & Utilities 1.2 0.6 1.8
    Electric, Gas, and Sanitary Services -5.3 -5.5 -4.5
Wholesale Trade -0.3 1.2 2.0
Retail Trade 0.3 0.9 2.0
Finance, Insurance, and Real Estate -0.3 1.0 1.8
    Depository Financial Institutions -4.8 -1.1 0.9
    Nondepository Financial Institutions 6.5 4.8 8.0
Services 2.4 2.7 3.6
    Business Services 6.0 6.3 8.2
    Health Services -1.9 -0.5 0.8
    Engineering and Management 0.5 2.5 4.5
Local Public Education 0.7 2.1 3.4

Sources: Massachusetts Division of Employment and Training, some series seasonally adjusted by author.
Author’s estimates of Census employment.
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percent, rents were up 6.6 percent, services were up 4.4
percent, and medical care was up 5.5 percent. The medical
care figure measures consumers’ out-of-pocket expenses.
The portion of medical costs borne by businesses is also
rising, as reported in the Beige Book.

Information on wage rate inflation in Massachusetts from
different sources continues to conflict. All sources agree that
wage rate inflation is higher here than nationally but dis-
agree widely by how much. Two measures for Massachu-
setts and one for the nation all are defined to be estimates of
total wages and salaries divided by payroll employment. Wage
rate growth is measured as the percentage change from the
same quarter in the previous year. The U.S. estimate is 4.4
percent in the second quarter. One estimate for Massachu-
setts is based on wages and salaries from the U.S. BEA, and

gives a wage rate inflation of 6.0 percent in the first quarter
(data are not available yet for the second quarter). A second
estimate for Massachusetts, based on withholding taxes, is
11.2 percent in the second quarter.

The Beige Book for Boston reported increases of 3 to 5
percent in retail, 20 to 30 percent in tourism (for seasonal work-
ers), 2 to 10 percent in manufacturing, 6 to 10 percent in soft-
ware, and 5 to 10 percent for contract workers. For the latter
three, higher ends of the ranges were for workers with high-
demand technical skills.

Housing price appreciation continues to accelerate, and
the gap between average housing prices in Massachusetts
and those in the nation continues to widen. In the year
ending in March, the Fannie Mae index of repeat house
sales for existing homes was up 14.1 percent for Massachu-
setts, versus 6.7 percent nationally. Real estate values are
rising briskly throughout the state. Even Springfield is ap-
preciating faster than the national average, while in
Lawrence, the 14.8 percent appreciation nearly matches the
Boston rate of 15.0 percent.

Higher Inflation Means a Harder Landing — or a
Longer One
If consumer prices, wage rates, and housing prices continue
to rise in Massachusetts at a faster pace than in the nation,
then the state’s cost structure will get out of line with the
rest of the country. Growth will ultimately slow, as it be-
comes more profitable for businesses to expand or locate
elsewhere. Workers will follow these jobs by leaving the
state, setting the stage for future labor and skill shortages
in the next expansion.

If the expansion continues for another two or three
years without some convergence in state and national costs,
painful adjustments will occur. Restoring the state’s cost
structure will require either a reduction in wage rates, hous-
ing prices, and office rents, or a period of stagnation or
slow growth while costs in the rest of the country catch up.
In either case, the landing will be somewhat rocky.

For this reason, the leading index projection that growth
is expected to slow in the second half of the year is welcome
news. If all goes well, inflationary pressures will be reduced,
as the expansion continues at a sustainable pace.

Submitted August 9, 2000

1. One measure confirming this is the declining interstate standard devia-
tion of job growth over the last 25 years. See “The Regional Economy,”
Regional Financial Review, Regional Financial Associates, January 2000,
pp. 15–21. Another recent study supporting the coincidence of economic
growth among the New England states, New York, and the U.S. econo-
mies is by Carson Tsao, “Regional Coincident Economic Indexes: an
Investigation of the New England States’ ‘State of the Economy’” (Ph.D.
dissertation, University of Massachusetts Boston, 1999).

ALAN CLAYTON-MATTHEWS is an assistant professor and the director of quan-
titative methods in the Public Policy Program at the University of Massachu-
setts Boston. He is also president of the New England Economic Project.
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Unemployment Rates

State Labor Force,
Employment,
& Income

Regional Employment Central
Fitchburg-Leominster PMSA 63,811 -1.9 4.5 4.5
Worcester, MA-CT PMSA (MA only) 239,345 0.2 3.1 3.4

Cape and Islands
Barnstable-Yarmouth MSA 85,704 1.6 2.2 2.4

Boston Metro
Boston, MA-NH PMSA (MA only) 1,805,721 0.9 2.5 2.8

Northeast
Lowell, MA-NH PMSA (MA only) 157,932 0.5 2.9 3.5
Lawrence, MA-NH PMSA (MA only) 124,965 1.1 3.8 4.7

Southeast
Brockton PMSA 130,144 1.7 3.4 3.9
New Bedford PMSA 77,496 1.4 5.1 6.0
Providence-Fall River-Warwick, 112,530 0.3 4.0 4.5
RI-MA MSA (MA only)

Pioneer Valley
Greenfield LMA 31,876 0.1 2.5 2.8
Springfield MSA 271,195 0.2 3.6 3.7

Berkshire
North Adams LMA 12,806 -0.3 2.7 3.2
Pittsfield MSA 39,647 0.2 3.1 3.9

Labor Force (Household-based) 7/00 3,294,700 0.5

Employment (Establishment-based) 7/00 3,299,800 1.7
Manufacturing 429,700 -0.6
Services 1,198,600 2.7

Monthly Initial Unemployment Claims 7/00 23,017 -12.7

Income ’00 Q1
Personal Income ($M) 229,819 7.3
Real Personal Income ($M 1982–84) 135,320 4.0

Help Wanted Advertising Index, Boston 7/00 54 -6.9
(1987 = 100)

Value
Change from

Year Earlier (%)

Employment Unemployment
Rate

Change from
Year Earlier (%)7/00 7/00 7/99
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Consumer Confidence
U.S. and Massachusetts

Business Confidence
in Massachusetts

The trends rather than the levels of these indices
should be compared, due to different base points.

Employers have generally positive views on current and
prospective business conditions when the index is above 50.

SOURCES: Associated Industries of Massachusetts; The Conference Board; Mass Insight/New England Economic Project; Fannie Mae and Freddie Mac; Massachusetts Division of Employment and
Training; U.S. Department of Commerce; U.S. Bureau of Economic Analysis; U.S. Bureau of Labor Statistics; University of Massachusetts; The Alliance for the Commonwealth
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Economic Benchmarks

Current Economic Index 128.0 123.5

Leading Economic Index 1.4% 3.5%

July ’00 July ’99

QUARTERLY DATA MONTHLY DATA

Boston Consumer Price Index MA Home Price Index

 Through 7/00
Change from

Year Earlier (%)

1,488          -8.8

’00 Q1
Change from

Year Earlier (%)

142.3          14.1

7/00
Change from

Year Earlier (%)

183.2           4.5

(1982–84 = 100) (1987 Q1=100)

MA New
Housing Permits

(monthly average, 8/99–7/00)

The Massachusetts Current Economic Index for July was 128, barely up from June, and up 3.6 percent from July of last year.
The current index is normalized to 100 in July 1987, and calibrated to grow at the same rate as the real gross state product over
the 1978–1997 period.

The Massachusetts Leading Economic Index for July was 1.4 percent, and the three-month average for May through July was 2.3 percent.
The leading index is a forecast of the growth in the current index over the next six months, expressed at an annual rate.

The Massachusetts economy is slowing in response to the Fed’s actions and to constraints imposed by slow labor force growth.
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Massachusetts Export Performance
The Massachusetts Manufacturing Export Index is a quarterly
indicator of the strength of the Commonwealth's manufactur-
ing exports relative to the exports of a comparable mix of indus-
tries nationwide.  The index measures millions of dollars lost or
gained in the Massachusetts economy from above- or below-
par performance in export markets.

In any quarter, the index equals zero whenever Massachusetts
industries have exported at a rate equal to the national rates for
the same industries.  It is greater or less than zero whenever
the state's average growth rate exceeds or falls short of the
national rates.

The index is calculated as a four-quarter moving average.

Source: Massacusetts Institute for Social and Economic Research (MISER).
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Enterprising industrialists once smuggled textile
machinery from England to Massachusetts, im-
proving upon this and other imported machin-

ery, while patenting new inventions with regularity. The
textile and apparel industries took hold here during the
1820s and expanded rapidly over the next several decades.

By the 1860s, firms such as the Whitin Machine Works
and the Lowell Machine Shop had made Massachusetts the
leading producer of textile machinery in the United States.
Soon six of the nation’s ten largest textile mills were based in
the Massachusetts towns of
Adams, Chicopee, Fall
River, Lowell, Lawrence,
and New Bedford.1  In
1894, the Northrop auto-
matic loom was invented,
and Massachusetts became
one of the leading textile
machinery producers in the
world.2

Migration Draws the
Industry Southward
As the turn of the century
neared, the textile industry
began to migrate south.
Today, North Carolina,
South Carolina, and Geor-
gia account for nearly 60 percent of all textile industry em-
ployment in the United States. Massachusetts now ranks
tenth, with 2.4 percent of the nation’s textile employment.

After World War II, the apparel industry followed this
out-migration. More than 35 percent of apparel employ-
ment is now in California, New York, and Texas, while the
three southeastern states account for another 15 percent.
Massachusetts now ranks 17th among the states, with 1.7
percent of the nation’s apparel employment.3

In the early 1960s, the U.S. textile and apparel indus-
tries began losing global and domestic market share to
foreign competition, despite being among the most pro-
tected sectors of the U.S. economy. The industries’ com-
bined employment has been declining since the mid-1970s.
As a result, they have long been viewed as lost industries
in Massachusetts.

Indeed, a frequent concern expressed by textile and
apparel executives is that officials at all levels of govern-
ment have written off their companies as unglamorous, “low
tech” firms with no economic development potential. In
contrast to this widely held perception, however, the Mas-
sachusetts Technology Collaborative recently identified tex-
tiles and apparel as one of the Commonwealth’s nine key
industry clusters, generating new wealth and earnings
through national and international sales.4

Economic Impacts in the Commonwealth
The textile industry provides 14,498 jobs in Massachusetts,
at an average annual wage of $35,285. The apparel industry
provides 14,205 jobs at an average wage of $22,173. Addi-
tional benefits are also realized through related off-site ac-
tivities and consumer spending by industry employees.

It is estimated that the apparel industry generates one
additional job in another sector of the economy for each
job at an apparel establishment, while the textile industry

generates twice that. When direct and indirect job creation
is taken into account, more than 72,000 jobs can be attrib-
uted to these industries. Considering all of these impacts,
the sector generates 2.3 percent of all state employment
and 1.9 percent of its annual wages.5

The largest concentrations of textile employment are
in dyeing and finishing (23 percent), knitting mills (23 per-
cent), broadwoven manmade fabrics (18 percent), and
coated fabrics (12 percent). In apparel employment,

A stronghold of the Massachusetts
economy for more than a century, the
textile and apparel industries practi-
cally faded out of view after World War
II. Recent changes in technology,
demand, and the economy may be spur-
ring this industry toward a revival.
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Massachusetts Textile
Employment:

Distribution by Product Type

Broadwoven
Man-made

Fabrics
18%

Knitting Mills
23%

Dyeing and
Finishing

23%

Coated
Fabrics

12%

Other
24%

Massachusetts Apparel
Employment:

Distribution by Product Type

Curtains and
Draperies

15%

Men’s and Boys’
Suits and Coats

15%

Women’s and
Misses’ Outerwear

30%

Miscellaneous
Household
Furnishings

5%

Other
35%

Source: iMarket, Inc.
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women’s and misses’ outerwear constitute 29.5 percent;
men’s and boys’ suits and coats, 15.4 percent; curtains and
draperies, 15 percent; and miscellaneous household furnish-
ings such as towels, bedding, and tablecloths, 5 percent.

Economic impacts of the textile and apparel industries
are felt most significantly in Bristol, Middlesex, and Essex
Counties, thanks to the exceptionally dense industry con-
centrations in Fall River, Lawrence, and New Bedford. More
than a third (34.3 percent) of the state’s textile employment
is concentrated in Bristol County. When adding Middlesex
and Essex Counties, the share climbs to 69.2 percent.

Half of the state’s apparel employment is concentrated
in Bristol County, while Bristol, Suffolk, and Middlesex
Counties together account for 75.5 percent. In New
Bedford, one out of every 12 jobs still depends on the tex-
tile and apparel industries. In Lawrence, this number is one
in 10, and in Fall River, one in four.

Together, these are considered low-wage industries,
though this is less true for textiles than for apparel. In Fall
River, New Bedford, and Lawrence, textile wages tend to
be 5 percent to 20 percent above the average wage. The
apparel industry remains a low-wage sector, but by provid-
ing a critical entry point into the labor market for the state’s
least educated immigrants, it is a vital component of local
economies with large foreign-born populations. The Car-
ibbean and Southeast Asia are the major sources of immi-
gration to the cities where apparel establishments are most
densely concentrated. Many of these individuals come to
the country with previous experience in the industry.6

Industrial Structure and Trends
Textile employment depends heavily on large, integrated
mills operated by industry-leading firms in dyeing and fin-
ishing, knitting, broadwoven man-made fabrics, and coated
fabrics. In 1998, establishments with 250 or more employ-
ees accounted for 32 percent of the sector’s total statewide
employment and 66.7 percent of its $2 billion in 1998 an-
nual sales. Many of these companies are expanding opera-
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The trend toward large, integrated establishments is likely to continue.

Source: Massachusetts Division of Employment and Training

Textile Establishments and
Employment in Massachusetts,

1980 to 1998
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Textile Employment by County, 1997

State Average
Business units textile annual

COUNTY average Employees employment wage
% $

Barnstable 4 26 0.2 34,805
Berkshire 6 162 1.1 20,761
Bristol 57 4,970 34.3 33,095
Dukes 0 0 0.0 0
Essex 26 2,520 17.4 n/a
Franklin 3 19 0.1 n/a
Hampden 13 712 4.9 29,665
Hampshire 7 273 1.9 26,559
Middlesex 47 2,528 17.4 39,551
Nantucket 2 18 0.1 n/a
Norfolk 12 672 4.6 41,438
Plymouth 10 248 1.7 38,391
Suffolk 8 197 1.4 34,125
Worcester 32 2,153 14.9 32,067

State 217 14,498 100.0 35,285

Apparel Employment by County, 1997

State Average
Business units apparel annual

COUNTY average Employees employment wage
% $

Barnstable 13 36 0.3 19,447
Berkshire 8 243 1.7 16,443
Bristol 95 6,999 49.3 18,639
Dukes 1 10 0.1 n/a
Essex 35 854 6.0 24,739
Franklin 2 50 0.4 n/a
Hampden 22 338 2.4 20,045
Hampshire 3 35 0.2 19,008
Middlesex 62 1,276 9.0 21,984
Nantucket 0 0 0.0 0
Norfolk 23 486 3.4 28,894
Plymouth 27 523 3.7 26,588
Suffolk 79 2,448 17.2 28,721
Worcester 29 937 6.6 25,959

State 399 14,205 100.0 22,173

Source: Massachusetts Division of Employment and Training
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The textile and apparel industries are restructuring operations, carving out
specialized niche markets, introducing new technology, and accelerating
new product development to meet the challenges of global competition.

By the time a finished textile or apparel good gets to market, it is likely to have
been processed at various steps by firms or plants based in many different coun-
tries. Furthermore, the managed trade regime that has governed foreign textile
and apparel imports is rapidly giving way to a new era of trade liberalization.

The World Trade Organization (WTO) Agreement on Textiles and Cloth-
ing will eliminate quotas (but not tariffs) on textile and apparel imports by 2005.
China will likely be granted entry into the WTO, and it is already one of the
largest exporters of apparel to the United States. The Caribbean Basin Initiative
allows certain Caribbean nations to assemble apparel made from U.S.-formed
and -cut fabrics to re-enter the United States under special “guaranteed access”
quotas. By 2005, the North American Free Trade Agreement (NAFTA) is sched-
uled to eliminate tariffs and quotas on textiles and apparel moving among the
countries of North America, albeit under strict rules of origin.

The North American Free Trade Agreement has already affected textiles
and apparel in very different ways. NAFTA became effective on January 1, 1994. It was expected to divert much of
the domestic apparel industry to Mexico, while creating a new market for U.S.-made textiles. There is little doubt
that NAFTA has made it more attractive for U.S. apparel firms to relocate or expand existing operations in Mexico.
These firms, however, had already been moving offshore and likely would have continued to do so. NAFTA’s main
impact on the apparel industry has been to encourage firms to relocate to Mexico, rather than Asia. Thus, as expected
by its architects, NAFTA has not “caused” the relocation of the apparel industry, but has diverted it. The same is true
for much of the home furnishings and automobile industries.

The diversion of apparel, home furnishings, and automobile manufacturing to Mexico has benefited the textile
industry, which has invested millions of dollars in CAD-CAM production technology over the last decade. These
investments have made it possible for U.S. textile firms to increase productivity, lower unit costs, improve quality,
and reduce fabric waste. These factors, combined with NAFTA’s strict rules of origin and the remaining tariffs on
textile imports from non-NAFTA countries, have made U.S. textiles highly competitive in the North American
market. As the production of apparel, home furnishings, and automobile interiors expands in Mexico, it has in-
creased demand for U.S.-produced textiles.

tions and building new manufacturing facilities in Massa-
chusetts to meet rising demand for their products. The trend
toward large integrated establishments is likely to continue,
since these firms can utilize automated technology more
efficiently, capitalize on economies of scale, and maintain a
presence in international markets.

A national trend toward consolidating apparel employ-
ment into larger establishments continued during the 1990s,
but this sector remains less concentrated in Massachusetts.
Here, 51 percent of apparel employment is in establish-
ments with 100 or more persons; nationwide, the number
is 80 percent. These “large” firms accounted for 63.9 per-
cent of the state apparel industry’s $1.1 billion in 1998
annual sales. Firms that are surviving the apparel industry’s
continuing shakeout are doing so in many different ways,
but they increasingly identify their competitive advantage

with value, rather than price. Some firms have defined and
captured niche markets by quality, upscale design, durabil-
ity, uniqueness, turnaround time, newness of the product,
custom design, and customer service.

In contrast to the general fragmentation of the state’s
apparel sector, the strongest apparel groups in Massachu-
setts are anchored by a few large enterprises. About 45 per-
cent of the employment in women’s and misses’ outerwear
is concentrated in enterprises with more than 100 employ-
ees. Firms include KGR, Inc.; Kneeland Skirt Co.; Wellhart
Manufacturing; Jensen Manufacturing; Griffin Manufactur-
ing; Mackintosh of New England; and Madeira-Twin Fash-
ions, Inc.

Firms with 100 or more employees account for about
73 percent of the state’s employment in establishments pro-
ducing men’s and boys’ suits, coats, and overcoats. These

Key Players in a Global Economy
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firms include American Trend; Riverside Manufacturing; Cliftex
Corp.; Blauer Manufacturing; Sterlingwear of Boston, Inc.;
Bradley Scott; Shepard Clothing; and Southwick. Most of the
firms specialize in high-end professional wear, tailored suits,
and formal jackets, for which people are willing to pay higher
prices to get name-brand quality and fashion.

Textile and Apparel Industries Are De-coupling
The textile and apparel industries have been de-coupling
from each other at many levels for the last two decades:
customer-supplier relationships, technological levels, rates
of investment, and competitive position in the global and
North American markets. The U.S. textile industry now
produces 63 percent of its output for non-apparel uses.7

Textile firms supply yarns, threads, and fabrics to the
home furnishings industry for use in furniture upholstery,
curtains and draperies, carpets and rugs, tablecloths, towels,
and bedding (blankets, comforters, sheets, cushions,
pillows, and mattresses). Firms also supply fabrics to the au-
tomotive industry for use in automobile interiors and tire
production. Home furnishings and automotive interior prod-
ucts are increasingly important to the Massachusetts textile
industry, especially for firms that supply furniture and auto-
motive upholstery to manufacturers in Michigan and Mexico.

The textile and apparel industries have also been mov-
ing apart in terms of technological innovation. Differences
in technological level and productivity sustain much higher
average wage levels in the textile industry than in the ap-
parel industry. However, the restructuring of textile pro-
duction means that educational and skill requirements are
being elevated in the textile industry, while creating a greater
need for research and development.

The U.S. textile industry began responding to import
penetration in the 1970s with sustained capital investment in
technological innovation. Textile manufacturing has become
a capital-intensive “medium tech” industry that employs a great
deal of automated machinery to achieve high productivity and
low unit costs. Labor costs are sometimes as little as 15 per-
cent of a modern textile firm’s total costs. As textile firms in-
vest in new computer assisted design and computer assisted
manufacturing (CAD-CAM) technology, improved produc-
tivity and quality control are allowing many of these firms to
compete successfully in the new global economy.

During the 1990s, Massachusetts textile firms rapidly
closed the technology gap with substantial new investments.
The U.S. textile industry makes $2 billion to $3 billion in
new capital investments each year, with new capital invest-
ment in textiles between 1987 and 1996 more than tri-

pling in Massachusetts
from $44.2 million to
$140.3 million. In contrast
to national trends in the in-
dustry, Massachusetts tex-
tile firms increased value-
added per employee by
72.2 percent between
1988 and 1996 and now
have value-added ratios
that are 15.5 percent above
the national average for the
industry. The average an-
nual rate of new capital in-
vestment by Massachusetts

textile firms is on a trend line that exceeds the industry’s
national average and that outstripped that of other U.S.
manufacturing sectors in 1996 when the Massachusetts In-
vestment Tax Credit became effective.8

Annually, the U.S. apparel industry made an average of
$891 million in new capital investments between 1987 and
1996. New investment has been increasing at a rate below
that of other manufacturing sectors, though new capital
investment in the Massachusetts apparel industry more than
doubled from $9.3 million in 1987 to $19.6 million in 1996.
On a slightly favorable note, Massachusetts apparel firms
increased the value-added per employee by 65.2 percent
between 1988 and 1996 and now have value-added ratios
9.0 percent above the national average for the industry.9

More than two decades of employment
losses have generated an image of
industry decline that masks many
successes in the state’s textile industry.

Malden Mills has received national publicity
for its innovative Polartec fabric, but theirs

is not the only success story in the state. Quaker
Fabrics quietly reinvented itself during the 1990s
and has utilized NAFTA’s rules of origin to be-
come the leading U.S. exporter of furniture up-
holstery to Mexico. The company’s annual sales
increased from $123.4 million in 1992 to $250.8
million in 1999 and, over the last seven years, ex-
ports have risen from 5 percent to 25 percent of
its annual sales. The company now sells its uphol-
stery fabrics in 45 countries. Quaker Fabric has
grown from 1,700 to 2,400 employees over the
last seven years. The company owns 1 million
square feet of manufacturing space in five plants
in Fall River, and it recently announced the con-
struction of another $10 million state-of-the-art
facility that will employ an additional 700 to 800
workers.
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The State’s Competitive Advantage
In this declining industry, success stories are more than ex-
ceptional occurrences. Big and small, they focus our atten-
tion on a silent transformation of this sector of our economy.
The industry’s headlines have been dominated by stories
about plant closures, corporate consolidation, and offshore
relocation, but underneath these trends a new textile and
apparel cluster is starting to take shape. Approximately 58
percent of the state’s textile and apparel firms have been
established since 1980. Many of the “new” firms are the
result of name changes, corporate divestitures, or changes
in ownership, but most new companies are small start-ups
with 20 or fewer employees. Most of these are still in an
entrepreneurial stage of development, rather than maturity
or decline.

Furthermore, many of the changes in ownership are the
result of venture capital investment and turnaround strate-
gies. These strategies have required painful layoffs and
downsizing, but they have salvaged moribund firms by turn-
ing them into smaller, more competitive, and profitable en-
terprises. Most of the state’s textile and apparel firms are
privately held corporations, proprietorships, or partnerships,
with local owners still actively involved in the management
of company operations. In part because of family ties and
loyalty to workers, these owners are often committed to stay-
ing in Massachusetts, despite constant overtures from eco-
nomic development agencies in other states.

It is this spirit of reinvention and persistence that stands
to return the textile and apparel industries to a position of
strength in the Commonwealth. As with most industries, it
is not the ability to hold on to what is when times change,
it is the ability to change with the times.
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are 15.5 percent above the national average for the industry.
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Interstate 495 West
The Challenges of Change in an

Information Technology Corridor

SARAH KUHN

United in the early 1960s by the
construction of Interstate 495,

the communities along I-495 West now
face a common challenge: responding
constructively to the pressures of rapid
economic growth.

From the Field
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A more detailed map of the

region can be found inside

the back cover of this journal.
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One third of the way from Worcester to Boston,
the Interstate 495 West corridor arcs along the
interstate between Littleton and Franklin. On

both sides of this relatively uncongested superhighway, a
string of attractive towns offers the appeal of a modified
rural lifestyle along with access to two major urban centers.
These and other qualities have made this one of the fastest
growing regions of Massachusetts.

“While it clearly functions as part of the overall metro-
Boston economy, it still maintains a unique character in
comparison with other high-tech regions, such as Route
128 or the Silicon Valley. The I-495 Corridor is distin-
guished by its open space, New England town culture, and—
compared to Silicon Valley in particular—its lower cost of
real estate and favorable commuting patterns.”1  The repu-
tation for small-town life, access to nature, lack of conges-
tion, more affordable housing, and decent public schools
attracts new arrivals. Yet the growth these communities are
experiencing, if not carefully managed, will damage the very
qualities that make them so attractive.

A Region of Edges
There is no generally accepted definition of the I-495W
corridor. The one used in 1999 by the I-495 Technology
Corridor Initiative/Campaign for Shared Solutions includes
25 communities that are touched by or are immediately
adjacent to the interstate (see map).2   The precise endpoints
of the arc of towns are somewhat arbitrary, admit initiative
participants, and could be subject to change; yet the bound-
aries selected do roughly
define the midsection of
Interstate 495, which
straddles the Massachu-
setts Turnpike.

One striking feature
of the I-495W corridor
is how few groups have
defined it as a region
unto itself. In most defi-
nitions, I-495W is at the
periphery. It is a region
of “edges,” both natural
and artificial. The path of
the highway, for ex-
ample, lies along the rim
of a number of water-
sheds: the Charles River
and Shawsheen water-
sheds to the east, the
Concord watershed in
the center, and the
Blackstone and Nashua
watersheds to the west.

To the north of the highway lies the Merrimack watershed,
and to the south the Taunton and Ten Mile watersheds.
The highest elevation along this stretch of 495 is in
Hopkinton, which is at the conjunction of three watersheds.
This area faces special challenges to development and pres-
ervation of natural resources because of its boundary-
spanning position.

Some of the edges on which the corridor sits are politi-
cal or administrative demarcations. From Berlin and Hudson
south, I-495W communities straddle the boundary between
the Metropolitan Area Planning Council (MAPC), which
serves communities in the greater Boston area, and the
Central Massachusetts Regional Planning Commission,
which serves the greater Worcester area and south central
Massachusetts. From Bolton north, communities are split
between the jurisdiction of the MAPC and that of the
Montachusett Regional Planning Commission. Similarly,
these communities, if served at all, are served by three dif-
ferent transit authorities. Counties (Middlesex, Worcester,
and Norfolk) and U.S. congressional districts (3, 5, and 7),
too, meet at I-495W.

The Interstate ties it all together. “The highway serves
as the River Nile,” says Senator David Magnani. “It’s a
source of transportation, and people settle along it. It sepa-
rates people and it brings them together.” That the com-
munities of this area are coming to see their identity as linked
to a highway testifies to the power of machine-made infra-
structure to define and shape a region.

The Corridor’s
Economic Mix
Comparing employment
by major industrial sec-
tor along I-495W with
employment in Massa-
chusetts as a whole, we
find that the proportion
of manufacturing em-
ployment in the region
is significantly higher—
nearly 24 percent as op-
posed to 15 percent—
across the Common-
wealth. Employment in
services is significantly
less (34 percent region-
ally versus 41 percent
statewide). In other re-
spects, the economy of
I-495W is quite similar
to that of Massachusetts
overall.

Watersheds

0 7 14 21
Miles

I-495

TAUNTON

SHAWSHEEN

NASHUA

MERRIMACK

CONCORD

CHARLES

BLACKSTONE

TEN MILE

I-495

Boston

R H O D E

I S L A N D

N E W

H A M P S H I R E

County Lines

I-495
Watersheds

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○



MASSACHUSETTS BENCHMARKS FALL 2000. . . .  20 . . . .

Heavy on Manufacturing
Roughly 29 percent of all manufacturing jobs in the
Commonwealth are along Interstate 495, though these
communities account for just 18 percent of the state’s em-
ployment. I-495 North has the highest proportion of our
manufacturing employment, with 12 percent, followed by
I-495W (10 percent), and I-495 South (7 percent). Along
Route 128, by contrast, we find about 9.5 percent of the
Commonwealth’s employment base and 8 percent of its
manufacturing employment.

Information technology employment is significant. In-
terestingly, the segments of I-495 that lie both north and
south of this corridor have the same proportion of manu-
facturing employment as does the corridor itself. In ser-
vices, I-495 North has roughly the same proportion of em-
ployment as does I-495W, while I-495 South has substan-
tially less (28 percent).3  Route 128, by contrast, looks more
like the overall Massachusetts economy than do the I-495
communities—13 percent of jobs are in manufacturing, and
a whopping 48 percent are in services.

Focusing exclusively on employment in information tech-
nology (IT) industries,4  I-495W’s percentage of employment
is more than double that in the Commonwealth as a whole
(17 percent, compared to 7 percent of all employment). Com-

paring this segment of I-495 to its neighbors in the north and
south, I-495W has significantly more IT industry employment
than I-495 North (which has 10 percent), and vastly more
than I-495 South (2 percent). Most surprising, using this defi-
nition of the IT industry, I-495W even edges out Route 128
(15 percent) for the highest proportion of IT employment.

Information technology employment is no newcomer
to the region’s towns. In the late 1970s, Digital Equipment
Corporation, the largest of the minicomputer manufactur-
ers, had nine Massachusetts locations. Four of them,

including its Maynard headquarters, were in the 495 corri-
dor.5  Other minicomputer makers also had substantial
facilities in local communities. Despite the disappearance of
the minicomputer industry that fueled the Massachusetts
Miracle—what is left of Digital is now owned by Compaq,
and Data General by EMC—I-495W has a robust economy.
Indeed, it is argued that the demise of the vertically inte-
grated minicomputer industry paved the way for renewed
economic growth in eastern Massachusetts, as horizontal
relationships and regional capabilities in systems integra-
tion came to the fore.6

Comparing the top 20 IT industries by employment in
the I-495W corridor and on Route 128, we find noteworthy
similarities and differences. IT manufacturing makes up more

Major Divisions of Employment

MA 495 West Route 128

Employment Percent Employment Percent Employment Percent

Agriculture, Forestry, and Fishing 24,313 0.8 2,364 1.3 1,598 0.6

Mining 1,134 0.0 287 0.2 11 0.0

Construction 119,873 4.1 7,441 4.1 8,526 3.1

Manufacturing 439,842 15.1 43,073 23.6 34,796 12.6

Transportation and Public Utilities 163,991 5.6 7,871 4.3 11,897 4.3

Wholesale Trade 135,497 4.7 12,228 6.7 19,929 7.2

Retail Trade 460,644 15.9 26,621 14.6 33,195 12.0

Finance, Insurance, and Real Estate 183,845 6.3 10,581 5.8 20,166 7.3

Services 1,198,636 41.3 62,842 34.4 133,209 48.2

Public Administration 175,971 6.1 9,162 5.0 13,015 4.7

Total 2,903,746 100.0 182,470 100.0 276,342 100.0
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than half of the IT employment along I-495W, with the com-
puter storage device industry being the largest employer. Less
than 10 percent of IT employment along Route 128 is in
manufacturing. The second largest industry on I-495W, as
measured by employment levels, is computer software devel-
opment. By contrast, this is the largest employer on Route
128, accounting for roughly 65 percent of IT employment.

Three segments of the computer industry and
“Computers, not elsewhere classified” are in the top 20
on I-495W; none of these appears in the top 20 on Route

128. Though several industries appear among the top
employers on both I-495W and Route 128, there is evi-
dence to justify the claim that Route 128 has a particu-
lar strength in software and services and I-495W in hard-
ware and communications.

Consequences of Growth
Rapid growth in the corridor is evident particularly in home
prices, the expansion of the elementary school population,
job growth, and an increase in concerns about water and
traffic. Median home prices more than doubled in Berlin,
Bolton, and Boxborough between 1990 and 1997 and grew
by more than 25 percent in six other communities (com-
pared to an average increase of 13 percent in the Boston
area). Only in Bellingham is the median-priced home con-
sidered “affordable” to a median-income household.

The K-6 school population grew 30 percent, and the 7th
and 8th grade populations by 21 percent from 1989 to 1996,
while growth statewide in both age groups was only 16 per-
cent.7  Overall population in the 25 communities on I-495W
grew at only about 5 percent between 1990 and 1995, indi-
cating that the proportion of families with young children has
increased significantly, straining local school budgets.8

Work force growth better than state rates. The number
of jobs in the region increased only 6.9 percent between
1990 and 1997, slightly ahead of the 5.5 percent statewide
increase. The number of workers in the I-495W corridor
grew by 4.5 percent, compared to only 1.6 percent in Mas-
sachusetts; the region is experiencing substantially higher
work force growth than is the Commonwealth as a whole.9

The number of jobs and the number of workers are sepa-
rate matters, however, since the corridor is both a place of
origin for those commuting to jobs elsewhere and a desti-
nation for those from outside the area who commute to
workplaces on I-495W. In 1990, at the time of the last
Census, Boston was the second most popular commuting
destination for workers living in four of the 25 communi-
ties in the region, and the third most popular for those
from eight other communities. More recent information
on commuting patterns awaits data from the 2000 census.

Water resources tightening. In some I-495W communi-
ties, signs of aquifer or groundwater depletion are increas-
ing. Municipal water conservation restrictions are becom-
ing more frequent, and increased sewer construction, com-
bined with an increase in paved areas, reduces the extent to
which local water is replenished rather than moved further
downstream. A few I-495W communities are part of the
Massachusetts Water Resources Authority (MWRA)—
Westborough, Marlborough, Southborough, Ashland, and
Framingham are all located on the Wachusett Aqueduct
and get their water, sewer, or both from MWRA—but the
rest are faced with providing both water and sewer locally.10

Continued rapid growth could cause towns to meet or ex-
ceed the water withdrawal volume permitted by the Water
Management Act.

In the corridor’s wastewater treatment plants, flow ex-
ceeded capacity during at least one month—and at the
Charles River plant, five months—in 1997.11  Interstate 495
may indeed be “the River Nile,” but the location of natural
rivers in the region is at odds with the placement of the
artificial one. This gives I-495W communities a special chal-
lenge: because they are located at the headwaters of their
respective watersheds, moves to “keep water local” become
particularly important to maintaining viable communities.

With convenience comes congestion. Traffic, too, has be-
come a problem in some areas. Average weekday traffic vol-
ume on I-495W increased three- to fourfold between 1977
and 1997.12  Traffic on local roads has also become con-
gested in some places, and I-495W interchanges, such as
those at Route 20 and Interstate 290, are often backed up
at peak times. “When we moved here, this area was just
fields and woods,” said a Bellingham resident. “We didn’t
have all the stores or movies. On weekends now it’s impos-
sible to move because of the traffic. It’s nice to have these

Massachusetts 128 495 West 495 North 495 South

208,404
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Total Employment, 2000
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places right down the street, except when you have to get
somewhere in a hurry.”13

All these symptoms—housing costs, school enrollment,
job growth, and water and traffic issues—highlight the chal-
lenges facing these fast-growing communities as they
struggle to preserve and enhance the quality of life in the
region. Although home rule is a principle these communi-
ties hold dear, they are also finding themselves increasingly
confronted with problems that are difficult for a commu-
nity acting alone to solve.

What Is the Future of the I-495W Corridor?
This is a period of decision for stakeholders in the I-495W
corridor. Change is already occurring at a rapid pace and is
likely to continue. The question for citizens, employers,
and policymakers is “What kind of change?”  Will I-495W
take the conventional path, converting orchards to subdi-
visions and meadows to industrial parks? Vanishing open
space, depleted aquifers, automotive gridlock, and subur-
ban bedroom communities far from retail and services may
be the price of allowing the status quo to prevail. Or will
the I-495W communities find their way to a new model
for growth—changing while maintaining—or even enhanc-
ing—the qualities that make these towns attractive places
to live?

Preserving livability in the towns along I-495W will re-
quire collaborative solutions. Home rule is an important prin-
ciple in these towns and deserves deference from developers
and policymakers, but many goals that communities want to
achieve require that they make common cause with others
in this complex and interdependent world. Much infrastruc-
ture is shared, and when individual communities act in isola-
tion, the results can be undesirable for all. This is a clear case
of hanging together or hanging separately.

There is still time for the communities of the I-495W
corridor to avoid falling victim to their own success. New
approaches to managing growth, however, will require col-
laboration and creativity and the participation of the mem-
bers of all stakeholder groups. Fortunately, the issue of
growth management has finally reached the forefront of
planning. The I-495W communities have an opportunity
to shape a livable future and at the same time set an ex-
ample for the nation.
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S T R E E T
Signs

S T R E E T

Are We Giving Way to the New Economy?
The Generations Disagree

If it’s not too early to brand “New Economy” states, then Massachusetts would surely qualify. We rely heavily on
the hallmarks of a new economy, such as R&D, new technologies, venture capital, export trade, and a skilled
work force. Our business pages are filled with new economy news. So we wondered: How do the state’s residents
and workers see themselves in light of the new economy, and where do they fit in?

The UMass Poll asked 400 registered voters if
they consider themselves “winners” or “losers”

in the face of recent economic changes. The results
show that 59 percent of our respondents see them-
selves as winners and 13 percent say they are losers.
This is a spread of 4.5 to 1. When we look at age
breakdowns, we see notable differences: 8 winners
for each loser among voters 18 to 45, and 3 winners
for every loser among those over 45.

Self-Identified Winners and Losers
in the Commonwealth’s New Economy

Vary Dramatically by Age

W
in

ne
rs

 / 
Lo

se
rs

18–45 46 and older

I am a winner 68% 51%

I am a loser   8% 16%

I see no effect 22% 27%

We asked the survey sample’s 258 Massachu-
setts workers if their jobs, employers, and in-

dustries were part of the new or old economy. We
found no statistical difference, though more workers
overall counted their jobs and their industries as part
of the old economy. We did, however, find a pro-
nounced generational pattern: A higher percentage
of workers in the younger group see their employ-
ment as related to the new economy than do workers
over 45.

Younger Workers Are More
Likely to Perceive Themselves as

Part of the New Economy

Ol
d 

Ec
on

om
y 

/ N
ew

 E
co

no
m

y

All 46 and
respondents 18–45 older

New-economy  job 40% 46% 32%

New-economy employer 45% 52% 36%

New-economy industry 40% 45% 34%
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In an often-quoted 1999 study by the Center for
Budget and Policy Priorities, it was reported that
only eight states could survive a recession similar to
that of the early 1990s without substantial tax in-
creases or significant cuts in programs and services.
One of those states was Massachusetts.

Because tax and non-tax revenues reflect employment levels,
personal income, and inflation, economic downturns can take a
toll on publicly funded programs and projects. The recession of
a decade ago found the state with less than $100 million in its
rainy-day account—and no surplus to draw from. The
Commonwealth’s fiscal health was so poor, bonds were rated
just one level above “junk” status, making it very costly to bor-
row money. Without the revenues the state had come to de-
pend on, we were forced to secure loans and raise taxes to pay
daily operating expenses. Even Lottery revenue, earmarked for
local aid, became a source of state funds.

During the last decade, money has been funneled into reserve accounts to protect against future financial downturns. Reserves
currently stand at nearly $4 billion, more than one-third of which makes up the Stabilization Fund.

History and common sense tell us that the current expansion will eventually come to an end. Whether or not it “lands” softly,
Massachusetts now seems to have in place the measures to survive the fall.

T H E  C O M M O N W E A L T H ’ S  S T A B I L I Z A T I O N  F U N D :

Savings for a Rainy Day
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$920
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FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FY00*

$1509

TBD

Fund Balance

Old Legal Limit

New Legal Limit

The State’s Reserves

$1.5 billion in the Stabilization Fund
$2.1 billion in the Unemployment Trust Fund
$131 million in Welfare caseload mitigation
$240 million in the Tobacco Fund
Total = $3.97 billion

There are strict caveats on spending: The Stabilization
Fund, intended for general use, cannot be tapped unless
the state shows zero or negative revenue growth from one
year to the next. The remaining funds are earmarked for
specific purposes.

Stabilization Fund
Balance

The Commonwealth’s Stabilization
Fund balance ranks among the five

largest in the nation.

*FY00 numbers are not yet firm.
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Source: MA Government Web site
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The 495 Corridor
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