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Due to an editorial error in Beth Almeida’s
article “Jet Engine Manufacturing in Mas-
sachusetts: Roots and Restructuring” [Win-
ter 2000/2001] the sidebar title read “Off-
sets May Boost Business.” The title should
have read “What Is an Offset?” The title
used misrepresents the author’s point of
view on the issue, and the Benchmarks staff
regrets the error. The author offers clarifi-
cation regarding the issue of “offsets” on
our Web site: www.massbenchmarks.org.

../offsets.html
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With much uncertainty surrounding our national economy, it is reassuring to know
that the Commonwealth is in a much stronger position to withstand a downturn
than it was just over a decade ago.

As Massachusetts Benchmarks has been documenting since it began publishing in 1997, the
Massachusetts economy is more diverse than it was when the state faced a major recession in

the early 1990s. Public policies that have spurred business development, the
world’s finest collection of research universities, and the entrepreneurial cour-
age of thousands of individuals, have encouraged growth across many sectors,
including software, information technology, biotechnology, and plastics. And,
as the Benchmarks Editorial Board points out in this issue, the defense indus-
try is no longer a drag on the economy, but a source of stability.

We have a new economy, one that has experienced extraordinary growth over
the past decade. But difficulties are inevitable. This issue examines some of
our current challenges.

In his Economic Currents article, Alan Clayton-Matthews of UMass Boston
identifies the developing strengths and weaknesses of the Massachusetts

economy. Zenia Kotval of Michigan State University and John Mullin of UMass Amherst focus
on changing economic conditions in the Berkshires.

Robert Nakosteen of UMass Amherst and Andrew Sum of Northeastern University document
the role of immigration in the Commonwealth’s historic and recent economic expansions. And
Endnotes divulges who has benefited from the full-employment economy.

When the University and the Federal Reserve Bank of Boston began Benchmarks, our goal was
to provide to readers an accurate assessment of the state economy. Such information is critical
to our ability to face the challenges ahead.

William M. Bulger
President
University of Massachusetts

. . . .  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

The Benchmarks Editorial Board recently met and agreed that, as regards the
current state of the economy, we are “waiting for the final act.” While signs of
weakness in the national economy have increased, a number of key economic
indicators remain relatively favorable, leading to considerable uncertainty about
the prospective length, magnitude, and causes of the national slowdown.

A combination of historically low savings rates and historically high levels of investment spending
is worrisome and suggests that the economy may not respond as readily to lower interest rates as
it has in the past. If consumption and business investment have gone too far, only time will purge
these structural distortions from the economy.

One of the most striking developments in the national economy has been the recent slowing in
business investment spending, especially on equipment. Over the past few years this spending
contributed importantly to the economy’s vigorous growth. At present, expectations for this
source of macroeconomic demand are much more subdued. Much of this investment was in
high-technology equipment, in which the state economy has, relative to the nation, a high
stake. While this position helped propel the state during the economic expansion, a drop-off in
demand for products made in this sector will hurt the state disproportionately. A number of
cutbacks have been announced recently by some of our large, high-technology employers.

The stock market slump has had an adverse impact on the national and state economies, and
this might become more significant over time. Access to liquidity is an increasingly serious
issue, especially for young high-technology companies. In addition, there has been an apparent
drop-off in income derived from stock options, as reflected in withholding tax receipts. The
longer the slump in the stock market continues, the more vulnerable the state’s financial ser-
vices industry becomes.

There are signs of strength in the face of this uncertainty and increasing weakness. In addition
to the “Big Dig,” which has several years of activity ahead, there is a backlog of public- and
private-sector construction projects that will help support construction employment. The re-
markably tight labor market for high-technology employees has softened, but this may result in
fewer vacancies, rather than any appreciable increase in unemployment. Much of the state’s
economy is not cyclically sensitive. Sectors such as health care and higher education would not
be expected to decline in proportion to a national recession, if one were to occur.

The state is in a much stronger position to weather a downturn than it was ten or so years ago.
We have not seen the excessively high levels of residential and office construction that charac-
terized the late 1980s. The defense industry may be a source of stability now, rather than a
major drag on the economy. The state also continues to generate new technology-based prod-
ucts and services.

The consensus in this meeting was that it is too early to draw a definitive conclusion. The next
few quarters will be telling for the state, national, and global economies.
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T H E  S T A T E  O F  T H E  S T A T E  E C O N O M Y
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Projected growth in GSP for the first half
of 2001 is meager, at best, according to
the Massachusetts Leading Economic
Index for February. It is possible that em-
ployment will decline somewhat and un-
employment rates will rise over the next

several months. On the other hand, if employers perceive
the slowdown as a short-term growth pause, they may be
reluctant to lay off workers whom they had a difficult time
recruiting in the first place. If this is the case, we may be
spared declines in aggregate employment.

Economic conditions in Massachusetts at the end of
last year consisted of a weak consumer sector compensated
for by generally good overall business conditions. There
was a pipeline of residential, commercial, and public con-
struction projects in the state. Since Massachusetts is not
concentrated in the production of consumer durable prod-
ucts, it did not feel the consequences of weak consumer
demand—particularly in motor vehicles—that brought the
national economy to a near standstill in the fourth quarter
of 2000.

The recession watch is on. The outlook for Massachusetts in 2001 is uncertain,
and the downside risks appear to be gaining momentum. What was a favorable
industry mix in 2000 may turn out to be unfavorable in 2001, if emerging
signs of a worldwide decline in demand for technology products are realized.
The chances of a downturn have not been higher in a decade.

EconomicCurrents
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The Current and Leading
Economic Indices for

Massachusetts

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

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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Massachusetts Leading Economic Index
The leading index is the annualized, six-month projected

change in the Massachusetts Current Economic Index.
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The Massachusetts Current Eco-
nomic Index for February was

130.6, up 3.9 percent from January (at
annual rates), and up 3.1 percent from
February of last year. The current index
is normalized to 100 in July 1987 and is
calibrated to grow at the same rate as the
Massachusetts real gross state product
over the 1978–1997 period. This pre-
liminary release will be revised in the first
week of April.

The Massachusetts Leading Eco-
nomic Index for February was -0.4 per-
cent (negative 0.4 percent), and the
three-month average for December
through February was 0.0 percent. The
leading index is a forecast of the growth
in the current index over the next six
months, expressed at an annual rate.
Thus, it indicates that the economy is
expected to contract at an annual rate of
0.4 percent over the next six months. Be-
cause of monthly fluctuations on which
the index is based, the three-month av-
erage of 0.0 percent, which indicates no
growth, may be a more reliable indica-
tor of near-term growth.

The Massachusetts economy is hov-
ering on the brink of recession. Weak-
nesses in stock markets and consumer
confidence, along with the poor outlook
for communications and information
technology products, are pushing the
economy toward recession. So far, how-
ever, labor earnings and consumer spend-
ing are holding up. Several sectors of the
economy, most notably construction,
nondepository finance (which includes
mutual funds), business services, and
engineering and consulting services, are
still expanding.

Submitted March 27, 2001; Updated April 4, 2001
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Instead—through the end of last year—there was a fa-
vorable mix of goods and service industries supplying do-
mestic and worldwide demand for investment and consumer
technology products, such as computer-related equipment
and software, telecommunications components, instru-
ments, and consulting and financial services. Consequently,
the state’s economy in the last
quarter of 2000 outperformed
the national average. While real
U.S. gross domestic product in
the fourth quarter grew by only
1.1 percent, the Massachusetts
current economic index, a
proxy for real gross state prod-
uct, grew by 3.0 percent.

The first quarter, so far, has
been marked by increasingly
gloomy business conditions at the same time that consum-
ers’ earnings and spending improved from their poor fourth-
quarter performance. The state’s economy is in flux.

The Massachusetts Economy Takes a Hit
Recent economic performance in Massachusetts may look
good relative to the nation, but compared to its own recent
past, the state’s economy has suffered some painful blows.
In the fall and winter, technology stocks got pummeled.
NASDAQ fell 54.6 percent from September 1 to March
12, and the Bloomberg stock index for Massachusetts fell
by 39.8 percent. This was the mirror image of a year ago,
when technology stocks were soaring.

As reported in the last issue of Benchmarks, a stock mar-
ket bubble was responsible for the exceptionally lucrative
bonuses and realized stock option season from late 1999
through early 2000.1  Similarly, the recent stock market bust
appears to be responsible for a poor bonus and stock op-
tion season in the past few months. Although confirmation
of this won’t be available until later this year, when employ-
ers’ quarterly wage reports become available, declines in
withholding tax revenues for the last months of 2000 are
consistent with a bonus and stock option bust. The real
withholding tax base fell by an annualized rate of 4.6 per-
cent in the fourth quarter, after growing at an annualized
rate between 7.2 percent and 11.4 percent in each of the
preceding eight quarters. Nominal wages and salaries per
worker are estimated to have fallen at an annualized rate of
4.3 percent in the fourth quarter, though because of strong
growth earlier in the year, they were still 6.9 percent above
the fourth quarter of 1999.2

In line with national trends, spending on consumer
durable goods in Massachusetts appears to have slowed
sharply. In the fourth quarter of 2000, U.S. real personal

consumption expenditures for durable goods declined at
an annualized rate of 2.8 percent, while the Massachu-
setts real sales tax base3  declined at an annualized rate of
11.5 percent.

Also like the nation, automobile sales in Massachusetts
have declined. As measured by seasonally adjusted state mo-

tor vehicle sales taxes, nominal
purchases in the fourth quarter
declined at an 11.9 percent an-
nualized rate. (January and Feb-
ruary motor vehicle taxes re-
bounded somewhat, and were
close to year-ago levels.)

Three factors are contrib-
uting to the decline in con-
sumer spending. One is the so-
called wealth effect, a decline

in spending associated with a fall in stock market prices.
The second is a decline in earnings income at the upper
end of the pay scale, due to a poor bonus and stock op-
tion season. The third is a stock adjustment effect (stock
as in “the pantry is well stocked,” not the stock market).
Simply put, households had been engaged in a spending
spree, acquiring cars, furniture, and other durable goods;
they don’t seem to need any more of these—at least for
the time being.

Massachusetts Fared Better than Other States in
the Second Half of 2000
Aside from the sharp slowdown in earnings and consumer
expenditures, the Massachusetts economy appears to have
performed better recently than has the nation as a whole—
at least through the second half of 2000. Several positive
influences were at work.
Construction projects. Bolstering this sector of the
economy is a pipeline of big public construction projects,
such as the “Big Dig,” and smaller ones, such as K-12
school expansions. Additionally, years of low vacancy rates
in downtown and suburban offices have resulted in sev-
eral new and ongoing commercial construction projects.
And residential real estate construction demand is still alive.
Permits are down slightly, to a rate of 1,300 per month,
but this still represents a substantial demand for construc-
tion workers. Construction employment in the fourth
quarter grew at an annual rate of 10.9 percent and was
9.7 percent above the fourth quarter of the prior year.
Services exports. Massachusetts also exports services that
are cyclically less sensitive than manufactured products.
Business services—including software—and engineering
and management services have continued to grow in Mas-
sachusetts, as indicated by fourth quarter annualized em-
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Recent economic performance in
Massachusetts may look good relative

to the nation, but compared to its
own recent past, the state’s economy

has suffered some painful blows.
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ployment growth rates of 8.7 percent and 5.5 percent,
respectively. Employment in the state’s large finance sec-
tor expanded at an annualized rate of 1.2 percent in the
fourth quarter. Employment in nondepository institutions,
which include money management and mutual fund com-
panies, grew at the low annualized rate of 2.8 percent in
the fourth quarter, well below the 7.8 percent annual av-
erage rate of the 1990s expansion. At first glance this de-
celeration is bad news. However, the fact that employ-
ment in nondepository finance has not declined in the
face of an extended stock market slump actually demon-
strates the robustness of this sector.
Manufacturing employment. Manufacturing employ-
ment in Massachusetts actually expanded in the fourth
quarter at an annual rate of 1.0 percent, in contrast to an
annualized decline of 2.3 percent for U.S. manufacturing
employment. The difference is primarily one of the state’s
favorable industry mix. Two of the state’s technology-pro-
ducing export manufacturing industries, machinery and
electronics, expanded employment throughout 2000 at
an annual rate of over 5 percent. Employment in the third
major technology export industry, instruments, was level
in 2000.

Manufacturing exports. Manufacturing export growth
through the third quarter of 2000 was particularly strong,
although exports declined in the fourth quarter.4 During
the first three quarters, Massachusetts merchandise exports
to foreign countries grew at a seasonally adjusted annual
rate of nearly 30 percent, before declining at an annualized
rate of 10.7 percent in the fourth quarter. Even in the face
of a poor last quarter, however, fourth quarter exports from

Massachusetts were 18.1 percent above the prior year. This
was nearly double the 9.4 percent growth in national mer-
chandise exports over the same year-over-year period.

The difference between business conditions in Massa-
chusetts and those in the nation as a whole is perhaps best
illustrated by the Associated Industries of Massachusetts
(AIM) and the National Association of Purchasing Manag-
ers (NAPM) indices. Based on the same set of questions,
both indices indicate expansion if the index is above 50,
and contraction if it is below 50. Though the AIM index is
down sharply from last fall, it registered 58.7 in January
2001, still well in the growth region. In contrast, the NAPM
index fell throughout 2000, from a value of 56.2 in Janu-
ary 2000 to 41.2 in January 2001. (In February the AIM
index fell to 52.8, indicating that business confidence in
Massachusetts is deteriorating.)

Given these favorable differences for Massachusetts, it
is not surprising that overall employment growth here sur-
passed that of the nation in the fourth quarter, at an annual
rate of 2.4 percent in the state versus 0.7 percent nation-
ally. Unemployment in Massachusetts also remained at very
low levels. In fact, the December unemployment rate for
Massachusetts, 2.3 percent, was the lowest on record for
the state. This rose slightly, to 2.7 percent, in February.

So far, employees who have lost jobs due to failing dot-
com companies or other layoffs have been quickly rehired
by other firms seeking their skills. It could be argued that,
until recently, the effective unemployment rate for workers
in technology-related companies was actually below zero.
A recent study by the New England Council estimated a
vacancy rate of 8.5 percent for jobs in technology-related
companies, so it is not surprising that layoffs from some
companies were quickly absorbed by hires from other com-
panies. Employers may also be hoarding workers, on the

Merchandise Export Index
Since ’99 Q3 Massachusetts merchandise exports

have grown at a rate roughly double the U.S. rate.
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assumption that the slowdown will be temporary. If the
economy actually does rebound in the second half of this
year, Massachusetts may be spared declines in aggregate
employment.

Signs of Decline Abound
The standard warning on an investment prospectus applies
as well to the Massachusetts economy at this time: The most
recent economic data are mixed but contain sufficient nega-
tive signs to worry. Most worrisome for the Massachusetts
economy is the deceleration in domestic investment spend-
ing on equipment and software, excluding transportation
equipment, in the fourth quarter.5

Nominal spending for these investment goods by U.S.
businesses, which grew 15.6 percent from the fourth quar-
ter of 1999 to the fourth quarter of 2000, grew by only 3.0

percent at annual rates in the last quarter of the year.6  So far,
the state has weathered declines in this component of do-
mestic investment spending quite well. However, the condi-
tions that have allowed this may not be long-lived. Backlogs
of unfilled orders have been substantial. In electronics, for
example, unfilled orders from U.S. producers in the fourth
quarter amounted to three months’ worth of production.
This has acted as a cushion compensating for slower growth
in new orders, but the backlog is being worked down and
may decline rapidly if order cancellations pick up.

In semiconductors, worldwide demand is down. The
industry outlook is for this trend to continue through at
least the first half of 2001 and longer if underlying invest-
ment and consumer demand do not recover. Worldwide
sales of semiconductors declined in November and Decem-
ber, following declines in sales of computers and inventory
buildups of memory chips and microprocessors by com-
puter assemblers. Worldwide semiconductor equipment sales
are also on a declining trend that began in November. Fur-
thermore, bookings for semiconductor equipment collapsed
at the end of the year, falling by 37 percent between Octo-
ber and January. The book-to-bill ratio for semiconductor
equipment was .81 in January, indicating that production
will continue to decline over the next several months.

Manufacturing of semiconductors and semiconductor
equipment directly employed roughly 15,000 in Massachu-
setts in 1997.7  Though this is only a fraction of employ-
ment in technology-related manufacturing, trends in this
sector may be indicative of those for computer-related and
communications equipment in general. Thus, what has been
a favorable manufacturing industry mix for the long Mas-
sachusetts economic expansion may be unfavorable for the
near-term future.

The magnitude of U.S. business investment spending
for equipment and software, excluding transportation equip-
ment, is roughly the same as consumer durable spending.
This illustrates the potential impact a decline in such spend-
ing could have on Massachusetts. The decline in national
consumer durable spending has pushed several states in the
Midwest and the South into recession.

Energy costs are another negative impact. Though oil
prices have moderated somewhat—the price of West Texas
Intermediate oil declined to $29.58 in January from a peak
of $34.40 in November—they are still high. Moreover,
natural gas prices have exploded. The wellhead price in
December nearly tripled from a year earlier, increasing 188.6
percent. The result is that Massachusetts consumers paid
18.6 percent more for fuels and utilities this past winter
than the previous one. Virtually all of this increase is flow-
ing to suppliers outside the state and country and is there-
fore acting like a tax increase.

Worldwide Semiconductor Equipment
Bookings and Shipments

Trends in this sector may be indicative of computer-related and
communications equipment in general.

Source: Semiconductor Equipment and Materials International
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Finally, consumers are worried about future conditions.
The Mass Insight/New England Economic Project Con-
sumer Confidence Index for January fell to 101 from its
reading of 130 in October. The index is constructed like
the Conference Board indices for the United States and
New England, and the reading for January is consistent
with the Conference Board’s. Like the Conference Board
measures, the index is a composite of five questions com-
prising two subindices, a current conditions component and
a future expectations component. Massachusetts households
still rate current conditions as good, but the future expec-
tations component plummeted from 111 in October to 76
in January, a recessionary level.

Households may be wrong, as they were in the fall of
1998. Recent consumer confidence figures have had a ten-
dency over the last year to mirror technology stock mar-
kets, suggesting that households are reacting, perhaps over-
reacting, to daily financial and economic news. On the other
hand, there are reasons for alarm. For Massachusetts, the
primary concerns are declining worldwide demand for the
computer, communications, instruments, and other tech-
nology equipment we supply.

Submitted March 14, 2001; Updated April 3, 2001.

1. Bonuses are typically received during the fourth or first quarters. Stock
options can be realized at any time, but because of the rapid run-up in
technology stocks in late 1999 and early 2000, many were apparently
realized during last year’s bonus season.

2. Wage rates per worker are calculated as the nominal Massachusetts with-
holding tax base divided by Massachusetts payroll employment.

3. Sales taxes are converted into a sales tax base by adjusting for tax-law
changes in the tax base, dividing by the tax rate, and smoothing. The
resulting indicator is weighted toward durable goods, since food and most
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Massachusetts Consumer Confidence
Consumers are worried about future conditions.

Sources: Mass Insight and New England Economic Project

1985 = 100

clothing are tax-exempt. The indicator also includes taxes paid by busi-
nesses, which may account for up to one-fourth of sales tax revenue.

4. These export data are seasonally adjusted by the author.

5. We omit transportation equipment from investment spending on equip-
ment because this industry is concentrated in other regions of the coun-
try. Massachusetts has 2.4 percent of all U.S. manufacturing jobs, but
only 0.9 percent of U.S. transportation equipment jobs.

6. Nominal—rather than real—spending is used here because rapid and
steady price declines in computers and peripheral equipment, on the or-
der of 13 percent per year, obscure the changes in investment outlays by
businesses, which are, of course, in nominal dollars. Real investment spend-
ing on equipment and software excluding transportation equipment grew
at an annual rate of 3.8 percent in the fourth quarter of 2000.

7. According to the 1997 Economic Census of Manufacturing, employ-
ment in semiconductor machinery manufacturing was 5,357, and em-
ployment in semiconductors manufacturing was 9,517.

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 65,509 1.5 3.9 4.4
Worcester, MA-CT PMSA (MA only) 237,266 -0.2 3.1 3.6

Cape and Islands
Barnstable-Yarmouth MSA 67,326 0.8 5.2 6.1

Boston Metro
Boston, MA-NH PMSA (MA only) 1,787,786 1.4 2.4 3.0

Northeast
Lowell, MA-NH PMSA (MA only) 164,609 4.4 2.6 3.5
Lawrence, MA-NH PMSA (MA only) 126,085 2.3 3.7 4.6

Southeast
Brockton PMSA 126,457 -1.4 3.5 3.9
New Bedford PMSA 76,500 1.0 6.9 7.5
Providence-Fall River-Warwick, 111,656 0.8 5.4 6.1
RI-MA MSA (MA only)

Pioneer Valley
Greenfield LMA 32,029 1.6 3.4 3.7
Springfield MSA 268,591 -0.5 3.9 4.2

Berkshire
North Adams LMA 12,384 -1.8 3.9 4.0
Pittsfield MSA 36,950 -1.2 4.4 4.9

Labor Force (household-based) 1/01 3,313,400 2.6

Employment (establishment-based) 1/01 3,361,300 2.4
Manufacturing 436,300 0.4
Services 1,233,600 3.7

Monthly Initial Unemployment Claims 1/01 39,839 2.5

Income ’00 Q3
Personal Income ($M) 237,416 6.8
Real Personal Income ($M 1982–84) 136,839 3.3

Help Wanted Advertising Index, Boston 12/00 57 -5.0
(1987 = 100)

Value
Change from

Year Earlier (%)

Employment Unemployment
Rate

Change from
Year Earlier (%)1/01 1/01 1/00

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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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; Dun & Bradstreet

The University of Massachusetts
Economic Benchmarks

Current Economic Index 130.6 126.7

Leading Economic Index -0.4% 5.2%

Feb. ’01 Feb. ’00

QUARTERLY DATA MONTHLY DATA

Boston Consumer Price Index MA Home Price Index

Change from
Year Earlier (%)

1,447          -8.4

’00 Q3
Change from

Year Earlier (%)

154.12          14.1

1/01
Change from

Year Earlier (%)

189.0           4.9

(1982–84 = 100) (1987 Q1=100)

MA New
Housing Permits

(monthly average, 2/00–1/01)

The Massachusetts Current Economic Index for February was 130.6, up 3.9 percent from January (at annual rates) and up 3.1 percent from
February 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 February was -0.4 percent, and the three-month average for December through February
was 0.0 percent.  The leading index is a forecast of the growth in the current index over the next six months, expressed at an annual rate.

Weaknesses in stock markets and consumer confidence, along with the poor outlook for communications and information technology prod-
ucts, are pushing the economy toward recession.
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Annual Averages (thousands)

While new business incorporations in the United States
increased from the early ’90s until late in the decade,
the trend for New England has been one of decreasing
new business incorporations.  Connecticut and Massa-
chusetts together account for most of this trend, with
new business incorporations in Massachusetts falling less
sharply than those in Connecticut.
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Great Migrations and the “Push” Phenomenon
Between 1881 and 1924, the First Great Migration brought
25.8 million people from around the world to the United
States, increasing the nation’s population by nearly 50 per-
cent.1  The majority came from Western Europe.

The Second Great Migration, ongoing since the 1960s,
has accounted for more than 26 million new residents na-
tionwide.2  It has increasingly brought immigrants into the
state from non-European countries. In contrast to the ear-
lier era, more Asians, Africans, and Central/South Ameri-
cans have located here.3  Massachusetts has shared in both
waves of immigration.

Anecdotes and data reveal important information about
immigration flows. The most basic conclusion they suggest
is that both the magnitude and the origins of immigrants
are largely exogenous to what is happening in the economy
of the destination country. That is, to understand immigra-
tion patterns, one has to understand what is happening else-
where. As a “push” phenomenon, immigration arises from

ROBERT A. NAKOSTEEN

ANDREW SUM

A s the Commonwealth’s economic expansion continued nearly unabated
during the late 1990s, the importance of immigration drew increasing
attention. A loss of working-age residents through domestic out-migration
was coincident with insignificant“natural” growth, leaving immigrants
to provide virtually all of our labor-force increase. Examining the critical
role of the state’s immigration trends and labor force characteristics sheds
some light on the effect of these newcomers into our ranks.

Immigration’s
Impact

on the Commonwealth

Legal Immigration Flow
to the United States 1881—2000

1881–1890 5,246.6 41.0 14.7
1891–1900 3,687.6 28.3 13.6
1901–1910 8,795.4 53.9 14.6
1911–1920 5,735.8 40.8 13.2
1921–1930 4,107.2 24.6 11.6
1931–1940 528.4 5.9 8.8
1941–1950 1,035.0 5.3 6.9
1951–1960 2,515.5 8.7 5.4
1961–1970 3,321.7 13.7 4.7
1971–1980 4,493.3 20.7 6.2
1981–1990 7,338.1 33.1 7.9
1991–2000 11,206.0 43.8 10.4

Sources: U.S. Immigration and Naturalization Service; U.S. Bureau of the Census

Decade

Immigrant
Flow

(in 000s)

Immigrant Flow
as a Percentage

of Change in
Population

Foreign-Born
Percentage of
Population at
End of Decade
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Immigration Data Reveal Historical Trends
Detailed annual micro-data on immigrant flows are sparsely
available for periods prior to 1980. To obtain a historical
impression of the source, magnitude, and importance of
immigration to the Commonwealth, inferences must be
made from other data. What is available are census-year data
reporting the percent and origin of the foreign-born popu-
lation in the state. By examining its “stock,” immigration
patterns can be inferred, though imperfectly.

While an immigrant moving into the state may ulti-
mately stay, leave, or die, data used here include only immi-
grants residing in Massachusetts at census time, whether
this was their original destination or they came to another
state and subsequently relocated here. The data show two
phenomena rather dramatically. The first is the importance
of immigration, defined by the foreign-born percent of the
state’s population.  In 1910, the proportion of foreign born
hit a high-water mark of just over 31 percent of the state’s
population, then declined continually until 1970. Since then,
the figure has been rising; in 1990 it climbed to just above
10 percent. The actual number of foreign-born residents
peaked in 1920 at slightly over one million people and fell
thereafter until 1970, when it reached just under half a mil-
lion. This number, too, has grown again in the past 30 years.

The second phenomenon revealed by these data is that
the sources of the state’s immigrants change over time. In
1920, more than 70 percent of the state’s foreign born were
of European descent. From that point, this number declined

. . . .  14 . . . .
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economic distress, political turmoil or instability, or natural
disasters, among other things, in the origin country. Any “pull”
tends to be less economic and more from family, community,
or ethnic ties between the destination country and the coun-
try of origin. While an economic pull does exist for many im-
migrants, the initial impulse to move is often triggered by a
dramatic event in the origin country.

The stability of this finding is remarkable. Nineteenth-
century Irish immigration to the state was largely prompted
by political and economic developments in Ireland, most no-
tably the midcentury potato famine. More recently, Vietnam-
ese, Cambodian, Salvadorian, Russian, Haitian, Colombian,
and Honduran immigrant flows have been triggered by events
at the source. The result has been the development of new
immigrant communities in the state, with the reinforcing ef-
fect of attracting more immigrants from the same origins.

Another less frequent but historically stable force in
immigration is the “recruited immigrant.” Potential immi-
grants with prized skills have been recruited since early in
the Industrial Revolution. With today’s strong state
economy, many high-tech and personnel search firms spe-
cialize in identifying potential immigrants with in-demand
technical skills. These companies facilitate all aspects of get-
ting individuals and their families into the United States—
including securing the H1B visas for skilled immigrant work-
ers—and ultimately into Massachusetts. This type of immi-
gration is “endogenous,” driven by the strength of the
Commonwealth’s economy and its labor needs.
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steadily; in 1990 this population represented fewer than 40
percent of the state’s foreign born. Within this decline, there
were dramatic shifts in origin. The percentage of Irish-born
residents dropped dramatically, while Portuguese-born resi-
dents, representing less than 2 percent of the foreign born
in 1900, are now the largest group of European immigrants.

 Migration from Canada to Massachusetts has followed
a similar pattern. Canadian-born residents as a percentage
of the state’s immigrant population peaked at the turn of
the twentieth century. This remained stable until 1970, then
experienced a precipitous drop.

The Asian-born population, conversely, represented
only 1 percent of foreign-born residents in 1900 but grew
to more than 20 percent by 1990.

Immigration Plays a Key Role in Population and
Labor Force Growth
From 1990 through 1999, the Massachusetts population
was estimated by the U.S. Bureau of the Census to have
increased by 156,000, or approximately 2.6 percent. Dur-
ing the same period, the state lost 232,000 residents to
other parts of the country, while adding 261,000 individu-
als to the population through natural increases (births mi-
nus deaths).

The remaining component of the state’s population
growth—and by far the most important—has been net for-
eign immigration, which accounted for 144,000 people.4

Without immigration, the state’s population would have
grown by a mere 0.5 percent. The preliminary release of
2000 population data by the U.S. Bureau of the Census
has revealed stronger growth (5.4 percent) than earlier es-
timated. The sources of this growth have yet to be ana-
lyzed, but immigration undoubtedly played a key role.

Immigration has mitigated, to some extent, what has
become the most significant bottleneck in continuing the
state’s economic expansion: labor market tightness due to
very slow labor force growth. As the Commonwealth con-

Immigration accounted for all of the growth in the Massachusetts labor force over this period.

Massachusetts 3,228,000 3,276,000 +48,000 +139,000 289%

United States 125,840,000 138,530,000 +12,690,000 +5,173,000 41%

Sources: U.S. Bureau of the Census: Current Population Survey; Tabulation by the authors

 Labor Force Growth
Due to Recent

Immigrants
1990

Civilian Labor Force

Average of
1998—1999

Civilian Labor Force

Growth in
Civilian Labor Force
1990 to 1998—1999

Recent Immigrants in
Civilian Labor Force,

1998—1999

Recent Immigrant Workers’ Contribution to the Growth of MA and U.S. Labor Force,
1990 to 1998—1999

Massachusetts ranks fourth highest nationally for net international
migration’s contribution to population growth.

Number of Persons

Population, July 1990 6,019,000

Population, July 1999 6,175,000

                 Change, 1990–1999    =     +156,000

Sources of Population Change

Natural Increase

• Births 755,000

• Deaths 494,000

Births Less Deaths +261,000

Net Domestic Migration -232,000

Net International Migration +144,000

Statistical Discrepancy due to Census Methods -17,000

Change in Resident Population,

1990–1999 +156,000

Sources: U.S. Bureau of the Census: Current Population Survey; Tabulation by the authors

Sources of Population Change
in Massachusetts

July 1990—July 1999

Net International Migration as Percent Change

             in Resident Population, 1990–1999

144,000 / 156,000      =     92.3%
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tinued to lose domestic migrants to other parts of the coun-
try and natural growth in the labor force has been virtually
flat, immigration has served as a key source of growth, pro-
viding both skilled and unskilled workers.

As of 1999, 748,000 people, or 12.3 percent of the
state’s population, were classified as foreign born, placing
the state eighth highest in the nation. More dramatic, nearly
24 percent of all children in the state under 10 years old are
either immigrants or the children of immigrant parents.

Recent Trends: Migration to the State Originates
in the Western Hemisphere
The Current Population Survey (CPS) is a monthly house-
hold survey conducted by the U.S. Bureau of the Census
with some 1,200 to 1,300 Massachusetts households.5  Au-
thors’ estimates based on CPS data suggest that immigra-
tion has been even more important to the state than previ-
ously realized. According to CPS estimates, immigration
added 197,000 individuals to the state’s population during
the 1990s, over 50,000 more than estimated by another di-
vision of the Census Bureau. CPS survey techniques are quite
sound, and there is good reason to believe that the survey
picks up immigrants who may otherwise go unrecorded, such
as those moving into Massachusetts from other states.

Based on CPS data, the sources of the state’s immi-
grants continue to change. Since 1990 the Americas, in-
cluding Puerto Rico, have become the largest source of im-
migrants to the Commonwealth. These regions account for
over 90,000 people, or 46 percent of all recent immigrants.
The vast majority of these immigrants have come from coun-
tries south of the United States, as Canada accounted for
but 2,800 people, or 1.4 percent of total immigration, dur-
ing the 1990s. Immigrants born in Puerto Rico added more
than any other source: 25,000 during the 1990s.

Europe continued to be an important source of immi-
gration during the decade, accounting for nearly 37,000
immigrants, or over 18 percent of recent immigration.
While many of the state’s European immigrants were from
“traditional” countries, such as England, Portugal, Ger-
many, and Ireland, Russia was the origin of the largest
European contingent during the 1990s. Asia accounted
for nearly 47,000, representing nearly one in four new-
comers. Vietnam, India, and China together sent at least
25,000 to the state during the decade. Nationally, one of
three immigrants in the 1990s came from Mexico or the
Philippines, but these populations are not significant
among the Commonwealth’s immigrants.

Economic Impacts Are Uncertain
There is a heated debate, in both the political arena and the
academic one, regarding the economic impact of immigra-
tion. The contention centers on the degree of immigrants’
economic success, their impacts on the wages and employ-

ment prospects of the native born, and whether as a group
immigrants contribute more to the economy than they claim
in the form of transfer payments and other expenditures from
the government.

In the Commonwealth, a growing number of employers
are anxious to loosen visa restrictions for immigrants in order
to find qualified employees. Labor unions, until recently, have
feared that increasing the flow of immigrants will diminish
economic opportunity for their members and other native-
born workers.6  Still, central to the concern over the impact of
immigrants is their success at finding jobs in our economy and
the types of jobs they fill. By looking at micro-data generated
by the CPS, aggregated over a 24-month period, we have
been able to accumulate enough information on recent immi-
grants and their labor force outcomes that we can now de-
scribe some general patterns. These data cover the period from
January 1998 through December 1999 and focus on indi-
viduals between the ages of 16 and 64.

Without recent immigrants (arrivals since 1990) in the
state’s labor force, the economic expansion would have been
seriously constrained—if not cut short. During the 1990s,
the state’s labor force was estimated by the Bureau of La-
bor Statistics to have grown by approximately 48,000, or
1.5 percent. Recent immigrants in the labor force num-
bered approximately 139,000. Without immigration (other
factors being equal), the labor force would have declined
during the decade by close to 90,000, or 2.8 percent. The
impact on the economic expansion is difficult to calculate,
but there is no question that immigration was a necessary
component in the state’s economic growth.

For the nation as a whole, at least 41 percent of labor
force growth was due to new immigration during the same

Americas,
including

Puerto Rico
(90,500)

46%

Asia
(46,500)

24%

Europe
(36,700)

18%

All
Other

(23,200)
12%

Sources: U.S. Bureau of the Census: Current Population Survey, Tabulation by the authors

Origins of Recent Immigrants
(since 1990) to Massachusetts

Total Immigrants: 196,900
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period. Among the states, the Commonwealth’s share of
immigrants contributing to labor force growth was second
only to that of New York.

Labor Force Participation Varies by Characteristic
The CPS data also allow us to look more deeply into the
labor force participation behavior and unemployment pat-
terns among immigrants and natives in Massachusetts. La-
bor force participation is defined by the U. S. Bureau of
Labor Statistics as either holding a job or actively looking
for work. Overall, immigrant participation in the labor force
is somewhat lower than native participation. While 81.1
percent of Massachusetts natives 16 to 64 years old were
active in the labor force, 73.1 percent of immigrants were
active. Among arrivals to Massachusetts since 1990, the par-
ticipation rate is only 67.4 percent, reflecting younger ages
and greater difficulties in becoming fully assimilated.

This difference in participation rates between immigrants
and the native born is evident over all age intervals. For those
16 to 24 years old, only 55.4 percent of immigrants are ac-
tive in the labor force, while the percentage for natives is
69.1 in the same age range. Smaller differences between im-
migrants and natives are exhibited in older age groups.

When considering educational levels, natives are slightly
more likely to be active labor participants than are immi-
grants. The exception is for those with less than a high school
education. Here, immigrants consistently have higher par-
ticipation rates than do natives. The other educational cat-
egory for which immigrants nearly match the labor force
participation of natives is “high school graduate/GED.”
The higher participation rates in these lower educational

categories may be telling us something about the types of
jobs many immigrants fill.

Comparative unemployment rates tell nearly the same
story. In general, natives exhibit lower unemployment rates
than immigrants. In the late 1990s, native-born workers faced
an unemployment rate of only 3 percent, while immigrants
experienced a rate of 4 percent. Immigrant workers encoun-
tered modestly higher unemployment rates for all age catego-
ries, though the unemployment rates of natives and immi-
grants are statistically identical among 25- to 34-year-olds.

There were, however, two educational groups for which
the immigrant unemployment rate was lower than the na-
tive one: those with less than a high school degree, and
those with a bachelor’s degree and above. The finding for
immigrants without high school degrees reflects a general
pattern observed in labor force participation rates. The ex-
tremely low unemployment rate for college-educated im-
migrants reflects the nature of the Commonwealth’s labor
shortages: highly trained individuals and immigrants with
high levels of schooling and technical skills find themselves
in very high demand.

Another way to look at the role of immigrants in the
state’s economy is by examining their occupational employ-
ment patterns. Immigrants lag behind the native popula-
tion in managerial, administrative, and high-level sales po-
sitions. On the other hand, they occupy jobs in service and
operator/fabricator occupations at far higher rates. This is
particularly true for skilled–blue-collar jobs in the state’s
manufacturing industries. Virtually the same patterns can
be seen in technical, skilled–blue-collar, and professional
specialty occupations.

Labor Force Participation Rates Unemployment Rates

All␣ Recent All␣ Recent
Native Immigrants Immigrants Native Immigrants Immigrants

Total 81.1 73.1 67.4 3.2 4.1 5.0

Male 85.6 80.9 77.1 3.4 4.1 4.8
Female 76.7 65.4 57.0 3.0 4.2 5.3

Students (16–24) 54.5 34.3 28.6 5.0 6.2 5.4
Less than high school 63.4 67.4 64.7 9.1 6.4 8.8
High school grad/GED 79.8 78.2 75.5 3.4 4.6 5.8 ␣
Some college/ associate’s degree 87.0 83.6 79.2 3.1 3.6 5.1
Bachelor’s degree & above 90.5 80.6 74.4 1.9 1.4 1.3

Source: U.S. Bureau of the Census Current Population Survey

Massachusetts Labor Force Participation and Unemployment Rates
16- to 64-Year-Olds, by Immigration Status

Average of 24 months, 1998–1999 (percent)



MASSACHUSETTS BENCHMARKS SPRING 2001. . . .  18  . . . .

Overall, the state’s immigrants participate at modestly
lower rates in today’s labor markets and experience slightly
higher rates of unemployment than do natives, with some
noteworthy exceptions by age or educational attainment.
There are some marked differences between the occupa-
tional patterns of immigrants and natives, which suggest a
somewhat disproportionate distribution of immigrants into
semi-skilled and unskilled and/or lower-paying occupations
than is true for natives, but immigrants are also well repre-
sented in professional and technical jobs.

These conclusions should not obscure the crucial fact
that immigrants play a critical role in the Commonwealth’s
economy. This is so not only in the aggregate, in terms of
their overall contribution to recent labor force growth, but
also in filling certain critical niches in highly skilled and
technical occupations. The findings of the 2000 Census
should enable us to analyze their role in the state’s labor
market with even more detail.

Immigration’s Influence Continues
The United States has long been identified as a nation of
immigrants. For Massachusetts, immigrant populations have
always been an important source of dynamism, change, and
growth. For the time being, labor force growth depends
on a continued inflow of immigrants. As the profile of the
state’s population continues to be altered by newcomers,
the Commonwealth will gain from the energy of increased
diversity and be challenged to assimilate and take advan-
tage of this continually renewed talent pool.

1. Borjas, George J., “The Economics of Immigration,” The Journal of
Economic Literature, Volume 32, Number 4, December 1994.

2. The First Great Migration was stemmed by the National Origins Act of
1924, when Congress set severe numerical limitations on immigration.
The Second Great Migration was given a great spur in 1965, when Con-
gress increased the number of visas available and repealed national origin
restrictions.

3. For a more detailed review of the changing dimensions and character of
foreign immigration in Massachusetts in the twentieth century, see Sum,
Andrew, Neal Fogg, et al., The Changing Workforce: Immigration and the
New Economy in Massachusetts, Massachusetts Institute for a New Com-
monwealth, Boston, 1999.

4. Note that these numbers do not add up, due to statistical methods.

5. For a review of the design features and labor force concepts and mea-
sures underlying the CPS, see U. S. Bureau of Labor Statistics, Employ-
ment and Earnings, Appendix A, January 2000.

6. For a review of the issues in the immigration debate, see (i) Beck, Roy,
The Case Against Immigration, W.W. Norton and Company, New York,
1996; (ii) Borjas, George, Heaven’s Door: Immigration Policy and the New
American Economy, Princeton University Press, Princeton, 1999; (iii)
Duignan, Peter and Lewis H. Gann, The Debate in the United States Over
Immigration, Hoover Institution Press, Stanford, California, 1998; (iv)
Ungar, Sanford J., Fresh Blood: The New American Immigrants, Simon
and Schuster, New York, 1995.

ROBERT NAKOSTEEN is a faculty member at the University of Massachusetts in
Amherst and an editor of this journal.

ANDREW M. SUM is a professor of economics and the director of the Center for
Labor Market Studies at Northeastern University.

The authors thank Neal Fogg of Northeastern University for his assistance in
generating the labor force estimates appearing in this article.
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Average of 36 months, 1997–1999
(“Recent Immigrants” refers to arrivals since 1990.)

Services

Operators, Fabricators

Skilled Blue Collar, Farm

Professional Specialty

Technical

Sales

Administrative Support

Executive, Administrative, Managerial

0 5 10 15 20 25 30

Recent Immigrants

All Immigrants

Native

Source: U.S. Bureau of the Census Current Population Survey

Massachusetts Employment by Immigration Status

Percent of Labor Force in Occupation
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From the Field

CONNECTED
The Berkshire Towns’ Common Ground

ZENIA KOTVAL

JOHN MULLIN

Once defined almost entirely by heavy
manufacturing and tourism, the
Berkshire region is now in the midst

of a major transformation. No more is its
well-being dependent on General Electric
and Sprague, nor are its scenic towns con-
sidered merely a playground for affluent
New Yorkers. The rising tide of economic
prosperity throughout much of New York
and New England has finally touched the
Berkshires.

A more detailed map of the region can be found

inside the back cover of this journal.
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Half a century ago, General Electric’s Pittsfield plant
employed three-fourths of the city’s workers.1  The

company had shifted operations to the nonunion South by
the seventies, citing foreign competition and higher mate-
rial costs as driving forces. Twenty years later, GE had closed
all but one Pittsfield plant. The combined employment of
GE and Martin Marietta
(now Lockheed Martin) has
since dropped to 700, a
mere 5 percent of its war-
time high.

GE’s downsizing, with
the loss of its high-paying
manufacturing jobs, was fol-
lowed by a loss of popula-
tion and a weakening of the
local economy. Between
1970 and 1990, Pittsfield’s
population dropped by 15
percent, from 57,020 to
48,622. In 1980, one out of
three jobs in Pittsfield and
Berkshire County was in the
manufacturing sector; by
1990 this had slipped to one in five.

But the region has recovered: employment levels in
Berkshire County are approximately the same as before the
recession (61,600 workers), with the lowest unemployment
rate (3.1 percent) in fifteen years.2  What has caused the
shift? Both “soft” and “hard” factors are at work.

The Positive Effects of Networking
AnnaLee Saxenian, in her famous study on the Silicon
Valley’s economic explosion, observed that the region’s
workers, business owners, and leaders worked differently
there than elsewhere. There was a fluidity among businesses
that kept all of those involved moving forward. They shared
knowledge, know-how, and even employees. They were
“connected.”

We see this same phenomenon now taking place in the
Berkshires: associations and consortia represent economic
development, planning, tourism, education, human services,
and workforce development. There are several “team” ef-
forts under way.

Berkshire Plastics Network. Since 1986, the Berkshire
Plastics Network has helped to reinvigorate the plastics in-
dustry. Today 43 companies employ more than 2,000
people, and sales exceed $180 million annually.3  These jobs
pay an average of $20 to $30 per hour. The network antici-
pates local industry growth of 10 percent to 20 percent
annually over the next decade.

Berkshire Connect. After recognizing that several of its
newer companies were being hurt by the absence of avail-
able and affordable telecommunications, the region’s lead-
ers formed Berkshire Connect, a collaboration charged with
bringing the best possible Internet and fiber optic services
to the area and selling them at wholesale prices. The orga-

nization noted that un-
less such service was pro-
vided, the region would
lose its fledgling high-
tech companies, place its
existing businesses at a
disadvantage, and stultify
the efforts of its local
schools to educate their
students.

The region is now
on its way to providing
the telecommunication
systems required for its
emerging niche manu-
facturing, knowledge-
based, multimedia, and
software companies. The

cost of telecommunications is expected to drop by 15 to 20
percent. Berkshire Health Systems, one of the area’s largest
companies, noted that the new services will lower their com-
munications costs from around $1 million per year to ap-
proximately $600,000.4  This will help the region’s new high
technology companies, such as Streetmail and eZiba. At-
tracting and keeping companies like these may prove the
best benefit of all.

The Berkshire Connect effort was undertaken at a mini-
mal public cost leading to significant private investment. It
is now being used as a model for other regions across Mas-
sachusetts, including Cape Cod and the former Franklin
County, and has recently spurred activity in other states, as
well.

Berkshire Council for Growth. In the aftermath of
General Electric’s pollution case and the elimination of
approximately 1,000 jobs at General Dynamics, the Berk-
shire Council for Growth was initiated to assist in the in-
tegration of economic development efforts across the re-
gion. By creating forums, collecting data, finding capital,
and fostering communication among key organizations,
the council has been remarkably effective in bringing for-
merly disparate organizations together to stimulate coor-
dinated actions.

There is also a new recognition of regional economic
needs. Towns cannot prosper independently; impacts of
growth ripple through many communities. Once again,
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no one is arguing for the dissolution of home rule or that
the South County is willing to give up an opportunity to
the North County. However, when it is understood that
connections lead to mutual gain, a sense of regional sup-
port is realized.

The Council for Growth is focusing on the strategic
factors that will enhance the competitiveness of the re-
gion as a whole. The council and the Berkshire Regional
Planning Commission both realize that to be competitive
there is a need to stimulate higher education in the re-
gion. Approximately 13 percent of the area’s workers have
college degrees, and 8 percent have graduate or profes-
sional degrees. By comparison, 17 percent of all Massa-
chusetts workers have bachelor’s degrees and 11 percent
have graduate or professional degrees.5  The groups have
also noted the need to improve north-south access, to
find additional land for industrial uses (there is no mod-
ern industrial park in the region), and to develop micro-
loan resources for small companies.

A regional approach to solving both regional and sub-
regional issues has made leaders more connected, inves-
tors more inclined to help, and the need for a regional
orientation to economic issues more firmly entrenched in
the minds of its citizens.

Improvements to the Infrastructure
GE has agreed to spend an estimated $250 million to clean
up the Housatonic River, polluted by decades of hazard-
ous chemical discharges from its Pittsfield plant. The settle-
ment finalizes cleanup and reclamation plans that the com-
pany has been negotiating with the U.S. Environmental
Protection Agency (EPA), the Department of Justice, and
state officials. Under the legally binding consent decree,
GE will shoulder the full cost of removing contaminated
sediment from a half-mile stretch of the Housatonic. The
project is scheduled to be completed by May 2001. GE
will also clean up contamination at the Pittsfield plant and
other sites in Berkshire County, including a school and sev-
eral commercial properties. Through a cost-sharing agree-
ment, the company will pay much of the price for the EPA
to tackle an additional 1.5-mile stretch of the river. With
these processes well under way, the region’s burdensome
image of polluted land and water is finally being lifted.

The Berkshire Regional Planning Commission looked
at mills along the Hoosic River and found that 28 of the
30 mills studied were partially or fully occupied. The
region’s old mills are often marginal in terms of meeting
the needs of modern business and will require significant
reinvestment if they are to again serve as production cen-
ters. According to Adams’s town administrator, James
Leitch, there is virtually no vacant mill space in his town.

Moreover, there is no fully prepared and available land of
sufficient size to create a first-class industrial park. This raises
a concern: What if efforts to attract and nurture high-tech
startups succeed? It is one thing to grow such companies
and another to retain them as they expand.

There is a similar problem in terms of highway infra-
structure: there is no convenient north-south route through
the Berkshires. Trucks must make their way from the Mas-
sachusetts Turnpike through downtown Lee, downtown
Pittsfield, and downtown Adams to reach North Adams.
(See map inside back cover.) Though studies are under way
and discussion is constant, there has been much difficulty
in coming to consensus on a solution. The region is, there-
fore, no closer to addressing the problem than it was in the
1960s. This obstacle will continue to influence the region’s
economic future.

Given the types of companies that the region hopes to
attract and retain, a first-rate freight facility is essential: the
goods that are likely to be created are “weight light and
value heavy” and typically need to be shipped quickly to
distant locations. But air transit is problematic. There is

service to Albany, NY (one hour’s drive from Pittsfield),
and to the Hartford, CT, area (one hour and fifteen min-
utes’ drive). Freight service is available at Harriman Field
in North Adams and at Pittsfield Municipal Airport. The
former, nestled against Mount Greylock, has little capacity

Locating a Business Park

The most critical site location needs of a
typical business project are:

• Large management/technical pool
•␣ Communications opportunities
• Clerical talent pool at competitive costs
• Commercial air services
•␣ Good transportation access
• Office parks/space
•␣ High quality of life
•␣ Good housing mix (i.e., availability,

affordability, and type)

Source: PHH Fantus
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to grow. Pittsfield Airport does have space, and indeed, its
management is in the midst of creating a new master plan.

And finally, there are the region’s downtowns. Some rep-
resent the quintessential settings of old New England:
Rockwell’s Stockbridge, downtown Lee, the revitalized Great
Barrington center, and the understated Lenox and
Williamstown. These are downtowns that other parts of the
nation use as models. In contrast are the industrial towns of
Adams, North Adams, and
Pittsfield. In spite of efforts to re-
vitalize them, they are still “well
worn” and contribute to the im-
age of the Berkshires as a forgot-
ten region. But there are new
stores and offices in once-closed
or under-occupied buildings in
these cities, and there are promo-
tional activities under way. Many
of these buildings are quite beau-
tiful. When they are revitalized
and occupied, they will contrib-
ute to the region’s cachet.

With the 1999 opening of the Massachusetts Museum of
Contemporary Art (MassMoCA) in North Adams’s renovated
Sprague factory, an age-old image has been expunged. Close
to 100,000 visitors in its first year gave proof that this corner
of the state is not forgotten. The museum’s “contemporary”
theme has helped reinforce the message that the region is adapt-
able to change. And while the economic impact of MassMoCA
is important, this psychological impact may be even greater.
Technology-dependent companies are locating in the imme-
diate area, and revitalization projects around the city abound.

The economic prosperity realized throughout much of New
England and New York has finally touched the Berkshires.

Manufacturing Gives Way; Retraining Is Key
Manufacturing continues to play a role—albeit a smaller one—
in the region’s future. The hold of mega-corporations Gen-
eral Electric and Sprague has been broken. Today’s manufac-
turing companies are technology driven, modern, and com-

petitive in the world market-
place. If the region is able to
build a highly skilled and edu-
cated workforce, the Berkshire
County Regional Planning
Commission projects, manufac-
turing production will expand,
though its labor force need not.

In 1970, manufacturers
employed 34 percent of the
workforce and contributed to 34
percent of GRP. In 1997, manu-
facturers employed 13 percent
of the workforce but yielded 25

percent of GRP. Regional Economic Models, Inc., forecasts
that by 2025, manufacturers will employ only 9 percent of
the workforce but produce 28 percent of GRP.6  This is a
home of committed industries, like Crane and Interprint, that
have continued to reinvent themselves in order to survive.

The region has continued to diversify its employment
base. Its service sector now represents 38.5 percent of all
jobs, and its retail/wholesale sector, 22 percent. By 2025,
approximately 50 percent of all jobs are expected to be in
the service sector.

The new economy calls for
increased emphasis on
job preparation skills,

English language education,
and expanded college-level

instruction.
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Local leaders are emphasizing the need for “intellec-
tual capacity.” New-economy workers must have the abil-
ity to calculate, adjust, and manipulate increasingly sophis-
ticated machinery. This calls for increased emphasis on job
preparation skills, English-language education, and ex-
panded college-level instruction. While the efforts of the
Berkshire Continuing Education Collaborative and Berk-
shire Community College are to be applauded, there are
still gaps; nowhere in the Berkshires have bachelor’s de-
grees or master’s degrees been offered. Distance-learning
initiatives, such as the recently announced UMassOnline,
may eventually turn the tide, but not until an affordable
telecommunications network is more broadly available.

There is also a greater need to focus on the qualitative
side of public education. The 1990 census found that the Berk-
shires closely matched the nation and the Commonwealth in
terms of high school graduation rates but was significantly
behind the Commonwealth in college graduation rates. MCAS
tests have not reflected well on the region’s school districts. If
this area is to prosper, it must have a first-rate education sys-
tem that will serve as an attraction for families and as a vehicle
to prepare its residents for the future workplace.

A Work in Progress
The efforts of the region’s leaders to achieve a common
goal have had good results and show more promise still.
The commitment to new business is important, as are the
efforts to create a first-class telecommunications network.
There are still obstacles: educational improvements at all
levels should be paramount. Moreover, the region cannot
achieve its full potential without a north-south highway,
additional industrial land, and an improved airport.

The Berkshire region continues to go its own way. Its
image as a place of production and cultural tourism grows
slowly and steadily and without fanfare. This is a region
that greatly values its independence—and its paradoxes.
Residents read the Times and the Globe, root for the Yan-
kees and the Red Sox, and pay tax bills in Lenox, Massa-
chusetts, and in Westchester, New York. The region wel-
comes traditional manufacturing, mills, and tourism along
with technology, quaint shops, and pricey salons. While its
ultimate identity may lie in the multiplicity of its traits, its
connectedness will be the key to its survival.

1. History of Pittsfield, City of Pittsfield Web site,
http://www.pittsfield-ma.org/comm_history.html

2. ES-202 series and authors’ calculations, Massachusetts Division of
Employment and Training

3. “Berkshire County Plastics” by Donald R. Rochelo, Berkshire Eagle
Web site, http://www.berkshireeagle.com/celebrate/ppast.htm

4. “The Road Less Traveled,” by Louise Fickel. October 15, 2000, CIO
Magazine Web site, http://www.cio.com/archive/
101500_road_content.html

5. Census of Population 1990, U.S. Bureau of the Census, http://
venus.census.gov/cdrom/lookup

6. Berkshire County Comprehensive Economic Development Strategy,
Berkshire Regional Planning Commission, 2001
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Since 1993, unemployment rates in Massachusetts
have declined steadily and strongly, dropping from
6.9 percent to below 3 percent in 2000. The
Commonwealth’s annual unemployment rates in

recent years have been below those of the nation as a whole,
a reversal of the trend during the recession of the early 1990s.
How have full employment conditions in the state’s labor
markets affected workers in various demographic groups?
Have most categories of workers achieved rates of unem-
ployment below those of their national counterparts, or have
the gains been limited to the better educated and more
experienced?

To answer these questions, we have examined findings from
monthly CPS household surveys for 1998 and 1999. The
data help us estimate average monthly unemployment rates
for Massachusetts and U.S. civilian labor force participants
in selected age and educational-attainment groups. (The
2000 monthly CPS data files have not yet been released by
the U.S. Bureau of Labor Statistics.)  Unemployment rates
in Massachusetts have declined sharply throughout all ma-
jor labor-force subgroups. In five of our six age groups,

Massachusetts workers had lower unemployment rates than
their national counterparts, with the youngest (16- to 24-
year-olds) having the largest absolute and relative advan-
tages over their national peers.

When considering education, a similar pattern appears. In
five of six subgroups, Massachusetts workers had unemploy-
ment rates below those of their national counterparts; for
people with one or more years of college, unemployment
rates were similar. Low unemployment rates for Massachu-
setts workers with 12 or fewer years of schooling reflect the
Commonwealth’s strong demand for less-educated workers.

For the years between 1996 and 1999, we estimate that
employment among state residents (including recent im-
migrants) with 12 or fewer years of schooling increased by
7.4 percent, versus only 2 percent for workers with some
post-secondary schooling. Seventy percent of the net change
in employment during this period was attributable to work-
ers with no post-secondary schooling. Our conclusion? Full
employment conditions have been a boon to the younger
and less-educated members of the state’s resident labor force.

Who Benefits from Full Employment?
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