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F R O M  T H E  P R E S I D E N T

the articles contained in this issue of Massbenchmarks remind us that while the 
state and national economies are experiencing a long-awaited recovery, we have a 
long way to go before things are back to normal here in Massachusetts and across 
the united states. 

As uMass Professors Michael goodman and robert nakosteen document in their 
latest assessment of the state of the state economy, thus far this has been a pro-
foundly imbalanced recovery. those households, firms and regions with strong 
connections to the commonwealth’s world-class innovation economy have been 
reaping the lion’s share of the benefits of the bay state’s relatively rapid recovery.

the most recent Massbenchmarks current Economic index indicates that — as 
predicted — in the fourth quarter of 2010, the Massachusetts economy grew at a 
1.8 percent annualized rate, significantly slower than in the first three quarters of 
the year when the state expanded at a 6.0 percent annualized rate in the first quar-
ter and a 3.3 percent rate in the second and third quarter respectively.

clearly, Massachusetts is not immune from the larger economic forces that have 
been constraining economic growth nationally and internationally. nor have we been immune 
from the pain associated with the “great recession.” 

Elsewhere in this issue, northeastern university professor Andrew sum and his colleagues 
document the catastrophic conditions in the blue-collar sectors of our economy, where the 
benefits of the recovery have yet to be felt in any significant way. For those families, sectors 
and communities that have been left behind, the fact that the Massachusetts economy has 
consistently been outperforming the national economy is of little consolation. 

this issue of Massbenchmarks reminds us that there is much work yet to be done. We must 
remain committed to maintaining and extending the Massachusetts innovation economy by 
making strategic investments in our scientific and entrepreneurial capacity. At the same time, 
we must redouble our efforts to extend the opportunities that are associated with the innova-
tion economy to a broader array of the commonwealth’s people and regions. 

Effectively doing so will help to ensure that a broader array of the state’s regions and working 
families have the opportunity to reap the benefits during periods of prosperity and share the 
pain during difficult economic periods — the true definition of a commonwealth. 

 

 Jack M. Wilson, President
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he Massachusetts economy has been growing faster than the national economy since the state 
started on the path to recovery well over a year ago. Employment levels have been growing at 
the fastest pace in decades. in fact, for the year ending in August, Massachusetts added more 

jobs than any state other than texas. the state recorded a loss of jobs in september, but the overall 
trajectory remains positive.  the recovery, which started in the spring of 2009, has been led by the state’s 
tech sector. both nationally and globally, businesses have been investing in high-tech equipment, which 
disproportionately benefits the state due to its industrial mix. nationally, there have been five successive 
quarters of business demand for technology products. in addition, tech-sensitive sectors of the state 
economy, such as consulting and design services, have experienced healthy growth. other sectors of the 
economy doing well include pharmaceutical production and medical research. As a result of this growth, 
state tax revenues have been growing strongly of late.

despite this positive news, Massachusetts continues to face serious near-term and long-term economic 
challenges. total employment in the state remains around 200,000 jobs below the levels witnessed in 
the first quarter of 2001. And there are a number of reasons to be concerned that the commonwealth’s 
current growth trajectory will not be sustainable. 

coming out of the recession, growth was propelled by the restocking of inventories, which had been 
cut drastically at the recession’s onset. the federal stimulus provided additional impetus to the economy 
but the past few months have seen the end of the restocking cycle, and the impact of these stimulus 
dollars is expected to diminish in the near future. there appears to be little evidence of pent-up demand 
for housing or consumer durable goods waiting in the wings to sustain the national economic recovery. 
of particular concern is the housing sector, which continues to deal with the aftermath of the bursting 
of the house-price bubble and moribund demand for new construction. And as households are hard at 
work repairing their balance sheets in the face of sizeable declines in the value of their homes and equity 
portfolios, there is little appetite for large increases in consumption.

Additionally, the state’s recovery has been decidedly unbalanced. Jobs continue to be lost in many areas 
of the state outside metropolitan boston. the state’s older urban centers such as lowell-lawrence, Fall 
river-new bedford, north Adams-Pittsfield, springfield-Holyoke, and Fitchburg-leominster are not 
sharing in metro-boston’s economic growth. in addition to a high state-wide unemployment rate, the 
number of underemployed workers is far higher than during the last recession. outside of the tech sector 
of the economy, most job vacancies in the state are for part-time or seasonal work. the state government 
has a looming structural budget gap to deal with in the near future, and town and city government budgets 
remain in dire shape. Absent additional federal stimulus investments, these budgetary issues bode poorly 
for state and local government employment.

so while the state has seen a milder recession and a faster recovery than the nation overall, the recovery 
is fragile and uneven. if the national economy continues to flounder, the state will likely experience a 
slowing rate of economic growth in the months to come.

Prepared by Executive Editor Robert Nakosteen, October 1, 2010.
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Economic currEnts
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

A Feast or Famine Economy:
The Bay State’s Robust but Imbalanced Economic Recovery

Mi c h a e l Go o d M a n a n d Ro b e R t na k o s t e e n

maSSachuSeTTS’ rebound from The receSSion haS ouTpaced The naTion, 

buT The bay STaTe’S recovery haS been Skewed. iT haS been buSineSS-led, 

whiTe collar, and regionally imbalanced. 
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Source: U.S. Bureau of Economic Analysis; MassBenchmarks Current Economic Indexes 

Figure 1. Growth in Real Product, Massachusetts Current Economic Index vs. U.S. GDP

A Robust Economic Recovery
by a number of different measures, the state’s economic 
recovery from the “great recession” has been a robust 
one throughout 2010. the growth in overall economic 
activity has significantly exceeded that of the u.s. in each 
of the first three quarters of the year, employment has 
been expanding at a pace not seen since the mid- 1980s, 
export growth has been strong and state tax revenues have 
been coming in above forecast.  
 However, for many across Massachusetts, it doesn’t 
much feel like a strong recovery is underway. statewide, 
consumer and business confidence remain weak, high levels 
of joblessness in key industries and major regions of the state 
persist, and the housing slump is entering its sixth year. 
 Part of the explanation for the disconnect between 
the undeniably strong macroeconomic performance 
of the state economy and the “lived experience” of this 
recovery in many sectors of the economy and regions 
of the state is revealed by a closer look at the areas of 
the economy and of the state that have been benefitting 
from this recovery and those that have not. in a number 
of important respects, this has been a business-led, white 
collar and regionally imbalanced recovery.

A Business-Led Recovery
As measured by the Massbenchmarks current Economic 
index (cEi), the state economy emerged from reces-
sion in the summer of 2009 and has grown steadily since. 

throughout 2010 the pace of the commonwealth’s eco-
nomic expansion has consistently outpaced the u.s., fre-
quently by a substantial margin. 
 As can be seen in Figure 1, Massachusetts grew at nearly 
twice the rate of the u.s. in the first and third quarters and 
nearly three times as fast in the second quarter. 
 the commonwealth’s “growth premium” appears 
to be largely a function of the strength of the Massachu-
setts innovation economy that, unlike in recent recessions, 
helped buffer Massachusetts from the “great recession” 
and has been a growth driver during the recovery period. 
 specifically, Massachusetts has benefitted significantly 
and disproportionately from the choices that consumers, 
firms and investors have been making in how they spend 
and invest the trillions of dollars in capital that have been 
injected into the national economy as the result of federal 

In a number of important respects, 
this has been a business-led, 
white collar and regionally 

imbalanced recovery.
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monetary and fiscal policy choices. According to the u.s. 
bureau of Economic Analysis, as of the second quarter of 
2010, corporate profits had nearly regained their prereces-
sion peak.  
 to date, while federal stimulus efforts have had a 
demonstrable and positive impact on the national econ-
omy,1 they have not succeeded in improving the national 
jobs picture sufficiently to induce a recovery in consumer 
spending, a prerequisite for more robust national growth 
in economic activity and job creation. 
 While weak consumer demand is understandable in 
light of the nation’s high unemployment rate and uncertain 
economic outlook, weak demand, along with the current 
low interest rate environment, helps to explain why busi-
nesses have been in a cost-cutting mode, have been reluc-

tant to hire, and have been making significant investments 
in their future capacity to grow both through spending on 
inventory replenishment and investment in productivity-
enhancing technology products and processes. 
 According to the most recent u.s. gdP report, 
investment in equipment and software — a reasonable 
proxy for investment in innovation and technology sec-
tors — grew by 12 percent between the second and third 
quarters of 2010, dwarfing the more modest 2.6 percent 
rise in personal consumption expenditures and a 0.5 per-
cent growth in disposable personal income during the 
same period.
 As can be seen in Figure 3, investments in equip-
ment and software declined precipitously in the last half 
of 2008 but have recovered rapidly since. While the pace 

Source: U.S. Bureau of Economic Analysis, National Economic Accounts, National Income and Product Accounts Tables 1.5.1, 2.3.2 and 2.1, 3rd quarter 2010 (advance estimate)

Figure 3. Business investment is driving current economic growth in Massachusetts

Source: U.S. Bureau of Economic Analysis, National Economic Accounts, National Income and Product Accounts, Table 6.16D

Figure 2. Corporate profits before tax with inventory valuation and capital consumption adjustments 
(Seasonally Adjusted Annual Rate, Billions of Dollars)
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of growth has slowed of late, this pattern helps to explain 
why the innovation-intensive Massachusetts economy has 
been expanding significantly faster than the more con-
sumer-dependent national economy. 

A Largely White Collar Recovery
While the pace of job growth appears to have slowed in 
the late summer, through september job growth during 
2010 has been strong in both absolute and relative terms. 
during the second quarter of 2010, payroll employment 
in Massachusetts expanded at a 4.5 percent annual rate  — 
over twice as fast as the nation’s during that period, the 
fastest quarterly growth in the past 25 years. 
 the strong job growth during the first three quarters 
of 2010 has had a significant impact on unemployment. 
on a seasonally adjusted basis, the state unemployment 
rate began the year at 9.5 percent (January) and by sep-
tember had fallen to 8.4 percent. since the state’s labor 
force has grown throughout 2010, it is clear that this 
improvement is largely the result of workers finding jobs 
rather than leaving the labor force.
 significantly, the underemployment rate for Massa-
chusetts, the u-6 rate, which includes discouraged workers 
and those working part-time who wanted full-time work, 
has fallen significantly in recent months according to an 
analysis by Massbenchmarks senior contributing Editor 
Alan clayton-Matthews. As can be seen in Figure 4, the 
u-6 underemployment rate for Massachusetts fell (on a 
seasonally adjusted basis) from 16.8 percent in december 
of last year to 11.8 percent in september. during this same 
period, the u.s. rate declined only slightly (from 17.3 per-
cent in december to 17.1 percent in september).

 Even though job growth appears to have come down 
to earth in recent months, the commonwealth has con-
tinued to add jobs at a respectable clip. For the year end-
ing in september 2010, Massachusetts added an estimated 
23,400 net new jobs, an annual growth rate of 0.7%. 
 not surprisingly, those sectors of the economy that 
benefit most from federal spending and private investments 
in innovation and technology have experienced the most 
robust job growth during the past year. in the year ending 
in september 2010, the following super-sectors added jobs 
at a faster rate than the state overall: Professional and busi-
ness services (3.0 %), construction (2.0%), information 
(1.1%), and Education and Health services (1.6%).2 
 While construction employment has been expanding 
at a relatively rapid clip in the past year, employment in 
this sector remains well below prerecession levels. in the 
fourth quarter of 2007, Massachusetts was home to an 

Source: U.S. Bureau of Labor Statistics, CPS. Seasonally Adjusted.  The Massachusetts underemployment rate is seasonally adjusted by NU.

  

Figure 4. Underemployment Rate
(U-6 Definition)

While the pace of job growth 
appears to have slowed in the 

late summer, through September 
job growth during 2010 has 

been strong in both absolute and 
relative terms.
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estimated 137,500 employed construction workers. As of 
september 2010 employment in this sector was 108,100, 
a decline of 22 percent. so while recent growth in con-
struction employment is very welcome, this critical sec-
tor remains years away from a full recovery, even if one 
assumes that the current pace of job creation is sustainable.

A Regionally Imbalanced Recovery
the divide between the labor market outcomes of so-
called blue collar and white collar workers is explored in 
more detail elsewhere in this issue (see sum et al., page 12 
of this issue). However, before concluding our discussion 
of the state of the state labor market, we briefly note that 
the disparities in the economic experiences of different 
workers and different industries also manifest regionally.
 the so-called innovation economy has been a major 
growth driver for the commonwealth in recent decades 
and during the current recovery. Massachusetts is home to 
world-class research universities and research and develop-
ment institutions that are a magnet for public and private 
investment and have helped the bay state to incubate and 
grow a wide variety of technology and knowledge-inten-
sive enterprises in a wide variety of areas. these include 
information technology, life sciences, and a wide variety 
of advanced manufacturing sectors that contribute to and 
benefit from a robust industrial and economic ecosystem 
that has made Massachusetts a world leader in a wide vari-
ety of advanced technology fields.  
 this ecosystem and the lion’s share of the benefits of 
Massachusetts’ innovation economy remain concentrated 
in the greater boston and northeast regions of the state. 
As can be seen in Figure 5, the unemployment rates in the 
commonwealth’s older industrial cities have been consis-
tently higher, often significantly higher, than the overall 
state rate. While many significant efforts are underway to 
extend these opportunities and benefits to the rest of the 

state, these efforts have not yet made a significant impact on 
a number of the state’s regional economies and urban areas. 
consequently, the benefits of the business-led and largely 
white collar recovery described above have been region-
ally as well as industrially and occupationally imbalanced. 
 those firms, regions and households that have been 
left behind during the recovery have had a far different 
experience than might have been expected given the rela-
tively robust state recovery to date. For many households 
beyond the route 495 belt, and those working in the con-
struction, manufacturing, and consumer sensitive sectors 
statewide, it continues to look and feel like a recession. 

The Housing Market Slump:  
Five Years and Counting
At the conclusion of the third quarter, the common-
wealth’s residential housing entered the sixth year of its 
slump as measured by the s&P/case-shiller Home Price 
indices for the Metro boston market. As of August 2010, 
overall housing prices have fallen an estimated 13.7 per-
cent from their peak in the third quarter of 2005, effec-
tively returning to 2003 levels. these declines pale in com-
parison with those in other regions of the nation, several of 
which have experienced declines of over 50 percent during 
the same period.
 these price declines have taken their toll on home 
equity and have pushed an estimated 15 percent of Mas-
sachusetts homeowners with a mortgage underwater (into 
a negative equity position).3 While price declines have yet 
to visibly improve housing affordability due to continued 
unemployment challenges and stagnant wage growth,4 

they help to explain why foreclosure deeds in the first nine 
months of 2010 are up over 58 percent from a year earlier 
(from 6,796 to 10,777 ).5 
 it appears that despite historically low mortgage inter-
est rates, high inventory levels suggest slow growth is the 
most likely near-term outlook for the housing market in 

The so-called innovation 
economy has been a major growth 
driver for the Commonwealth in 

recent decades and during 
the current recovery.

It appears that despite 
historically low mortgage interest 
rates, high inventory levels sug-

gest slow growth is the most likely 
near-term outlook for the housing 

market in Massachusetts.
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Source: Massachusetts Executive Office of Labor and Workforce Development (EOLWD), Labor Force and Unemployment Data, last accessed November 4, 2010.  

Note: Unemployment rates are not seasonally adjusted to allow for a direct comparison between statewide and urban rates. 

Figure 5. Unemployment Rates in the Gateway Cities
(Not Seasonally Adjusted)
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Massachusetts. According to the Massachusetts Associa-
tion of realtors, in July 2010 there were over 43,000 active 
listings. While the large number of listings may in fact rep-
resent evidence of a housing market gaining strength — as 
homeowners feel more confident about the outlook and 
put their homes on the market — given current levels of 
sales activity, this represents approximately nine months 
of supply and a considerable inventory overhang to be 
worked off. While the housing market is clearly struggling, 
there are some positive signs. “time on the market” data 
show that houses are taking about the same time to sell 
as last year, when the homebuyer credit was still in effect. 
Further, a recent Mass insight6 consumer confidence sur-
vey reported that 75 percent of respondents thought it was 
a good time to buy rather than rent a home. 

THE OUTLOOK FOR 2011

the national economy appears to be in for a long, slow 
recovery from the recession. recessions arising out of 
financial crises are especially difficult to break out of, as 
cleaning up both household and business balance sheets 
saps the potential for pent-up demand in these sectors. 
Protracted recovery with sustained high unemployment 
is the norm in the aftermath of a deep financial crisis. 
this is the situation that continues to weigh heavily on 
the national economy, and while the commonwealth 
has been experiencing faster than national growth, it will 
prove unsustainable if the national economy does not 
begin to grow more quickly. 
 the short-term prospects for national growth, absent 
further stimulus from the federal government, are modest 
at best. consumers and businesses are being cautious in 
their spending, the housing market remains quite weak 
and there are a number of global risks that could affect 
domestic growth. under the circumstances, this suggests 
that the highest probability near-term growth outlook for 
the commonwealth will involve slower, albeit positive, 
growth in the state economy. 
 A slower rate of growth in overall economic activity 
can be expected to, in turn, slow the rate of state employ-
ment growth. in addition to these significant cyclical 
employment challenges, the Massachusetts labor market 
faces substantial structural problems as well. the con-
struction and manufacturing sectors have lost a multitude 
of jobs, many of which are unlikely to return to prereces-
sion levels anytime soon. this creates profound challenges 

for workers who have lost these jobs and a crucial work-
force development challenge for state and regional educa-
tion and training policymakers.

Another Difficult Year Ahead for State and 
Local Government Finances
in recent months the state has experienced stronger than 
expected growth in tax revenues, which, along with the 
defeat of ballot Question 3 (which would have cut the 
state sales tax from 6.25 to 3 percent), has put the state 
in a more solid fiscal position than many observers had 
expected earlier this year.

Recessions arising out of financial 
crises are especially difficult to 

break out of, as cleaning up both 
household and business balance 

sheets saps the potential for 
pent-up demand in these sectors. 

 in october of 2010, the state’s department of rev-
enue reported that revenues are 9.5 percent higher than 
they were a year earlier (in october 2009). this represents 
$413 million dollars above expected levels for the first four 
months of FY 2011. despite this welcome and not alto-
gether expected growth in state revenue, the common-
wealth continues to face a large structural deficit that will 
present the governor and legislature with some very dif-
ficult decisions as they develop the FY 2012 state budget.
 in the year ahead, Massachusetts budget writers will 
not have the luxury of relying on one-time revenues such 
as the federal stimulus and rainy-day funds to close the 
budget gap as they have in recent years. the Massachu-
setts taxpayer’s Foundation has estimated that the state 
faces a $2+ billion dollar budget gap. in the absence of 
additional federal stimulus funds, closing it will require 
some very hard choices.
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CONCLUDING THOUGHTS

 
the relatively robust recovery of the Massachusetts econ-
omy in the aftermath of the “great recession” is a welcome 
change from the lagging performance of the bay state dur-
ing the recessions of the early 1990s and 2001–2003.
 the most vexing problem facing the state, and per-
haps the nation as well, is the uneven benefits of economic 
growth. the state’s traditional path to middle class status 
has largely been through blue collar sectors, many of which 
have suffered disproportionately in recent years. in addition 
to sectorally imbalanced job growth, regional inequality 
remains a major challenge. beyond metropolitan boston, 
the prospects of robust economic growth are not bright, 
and the commonwealth’s challenges go well beyond the 
problems presented by the current business cycle. Many 
of these communities and regions are in a state of long-
term stagnation, from which there seems little prospect of 
escape. our imbalanced recovery underscores that in 21st 
century Massachusetts, the benefits of economic growth 
and the substantial incomes generated by our world-class 
innovation economy largely accrue to workers and regions 
with the necessary brainpower and physical, technological 
and intellectual infrastructure to compete at a high level in 
an increasingly competitive and global economy. Ensuring 
that a broader array of the state’s regions and working fam-
ilies have the opportunity to reap the benefits of expected 
periods of future prosperity may be the most important 
and challenging issue facing both the political and business 
leaders of our commonwealth. 

Michael GoodMan is an associate professor of Public Policy at UMass 
Dartmouth and an Editor of this journal.

RobeRt nakosteen is a professor of Economics at the Isenberg School of 
Management at UMass Amherst and Executive Editor of this journal.

The most vexing problem facing the state, and perhaps the nation as well, 
is the uneven benefits of economic growth.
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Introduction
the national economic recession following december 
2007 has taken a severe toll on many u.s. and Massa-
chusetts workers, especially teens (ages 16-19) and young 
adults (20-24), blue collar workers (crafts, production, 
transportation, material moving, and laborers), office 
and administrative support workers, and black and His-
panic males. over the 24 months following the start of the 
recession, the nation’s labor markets witnessed very steep 
declines in civilian employment (down 8.16 million) and 
the absence of any growth in the nation’s labor force at a 
time when 3 million additional persons were earlier pro-
jected by the u.s. bureau of labor statistics to join the 
labor force.1 there was also a sharp rise in labor under-
utilization problems, including unemployment, underem-
ployment, and hidden unemployment (those who report 
that they want jobs now but are no longer actively looking 
for them). in november 2009, 30.2 million u.s. work-
ers were either completely unutilized or underutilized, the 
largest number in our nation’s history.2 
 At the same time that the number of unemployed 
workers rose substantially, job vacancies in private sec-
tor firms and government agencies declined considerably 

an d R e w su M a n d Mi s h a tR u b s k y y w i t h Jo s e p h Mcla u G h l i n a n d sh e i l a pa l M a 

cEntEr For lAbor MArKEt studiEs

nortHEAstErn univErsitY

during The receSSion, TradiTional blue collar SecTorS have regiSTered 

caTaSTrophic unemploymenT raTeS and labor markeT SurpluSeS. 

both in the nation and in our state. national nonfarm 
job vacancies fell by nearly 1.9 million or 41% between 
october 2007 and october 2009.3 reductions in hiring 
and labor turnover and greater ease in filling available job 
openings led to a substantial decline in job openings in the 
u.s. over the past two years. the result has been massive 
growth in overall labor surplus problems in both the u.s. 
and Massachusetts, with the number of unemployed work-
ers substantially outstripping the number of available job 
openings as the recession wore on. 
 to illustrate the rapidly growing size of the labor sur-
plus in the u.s. over the course of the recession, we cal-
culated the ratio of the estimated number of unemployed 
persons in the nation to the number of job vacancies in 
the nonfarm sector from the beginning of the recession 
through september 2009. in november- december 2007, 
there were 186 unemployed persons in the u.s. for every 
100 available job vacancies, or nearly 2 unemployed work-
ers for every job vacancy. in his classic 1940s book, Full 
Employment in a Free Society, William beveridge of the 
united Kingdom argued that full employment should be 
thought of as a time period in which there were more job 
openings than unemployed workers.4 clearly, we were not 
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near full employment even just prior to the onset of the 
recession. over the following two years, the labor sur-
plus situation deteriorated considerably as the number of 
unemployed more than doubled and the number of job 
vacancies declined considerably. 
 by december 2008, there were 441 unemployed for 
every 100 job vacancies; this ratio rose further to 581 in 
september 2009, an all-time high over the past 10 years 
for which we have such data.5 these findings indicate that 
there were nearly six unemployed persons for every avail-
able job opening in september 2009. this situation rep-
resents a massive labor surplus. the combined number of 
unutilized and underutilized workers in september 2009 
was more than 30 million, exceeding the number of avail-
able job openings by more than 12 to 1.6 
 the bls national job vacancy survey also collects job 
vacancy data for major industrial sectors across the nation 
but not for occupational groups as is done in Massachu-
setts by the state’s department of Workforce develop-
ment. We have analyzed both the job vacancy data and 
the current Population survey (cPs) unemployment data 
for major industrial sectors in the u.s. during september 
2009. With these data, we generated estimates of the ratio 
of the number of unemployed to the number of available 
job openings in 12 major industrial sectors in that month. 
Findings are displayed in chart 2. 
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Sources: 

(i) U.S. Bureau of Labor Statistics web site, “Unemployed Persons from the Current 

Population Survey” 

(ii) U.S. Bureau of Labor Statistics web site, “Nonfarm  Job Openings from the Monthly Job 

Vacancy Survey”

Chart 1. Trends in the Ratio of the Number of 
Unemployed Persons in the U.S. to the Number of 

Job Vacancies, Selected Time Periods

Sources: 

(i) U.S. Bureau of Labor Statistics, “Job Vacancies in Nonfarm Industries of the U.S.,”  September 2009 

(ii) U.S. Bureau of Labor Statistics, “The Number of Unemployed Persons by Major Industry of Former Employer,” September 2009

Chart 2. Ratio of Unemployed Persons to Job Openings by Major Industry, U.S.,
 September 2009 

(Data Not Seasonally Adjusted)
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 the results in chart 2 reveal enormous disparities 
in the degree of labor surplus in major industrial sectors 
across the nation. these ratios of unemployed to job 
vacancies varied from lows of 2.3 in the education/health 
sectors and 2.7 in the financial sector to highs of 8 to 24 
times in the nation’s goods-producing and transportation 
industries, which are the major employers of blue collar 
workers. in durable goods manufacturing, there were 17 
unemployed persons for every job opening; in construc-
tion industries there were nearly 25 unemployed for every 
job opening. the provision of much of the money under 
the bank bailout and under the American recovery and 
reinvestment Act of 2009 has gone to sectors for which 
the degree of labor surplus was comparatively minimal, 
indicating a major misdirection of most stimulus monies 
under the bush and obama administrations. some of the 
monies being used more recently to finance the infrastruc-
ture and green technology investments have been targeted 
at goods-producing industries (construction and manufac-
turing), but to date few net new jobs have been created 
in either of those sectors.7 A more micro-oriented and 
informative management information system is needed to 
identify net job creation under the existing stimulus pro-
grams, and more funding for jobs creation clearly needs to 
be targeted at the nation’s goods-producing industries.
 
The Current Labor Surplus  
Situation in Massachusetts
unfortunately, the Massachusetts economy has not been 
exempt from these deteriorating labor market conditions. 
While the state’s economy fared better than the nation’s 
during the early months of the recession, labor market 

conditions worsened considerably from the spring of 2008 
through the end of 2009. the number of job vacancies 
has fallen steeply since the fourth quarter of 2007 when 
92,000 job openings were available (table 1).8 by the sec-
ond quarter of 2009, the estimated number of job vacan-
cies had fallen to 49,213, an overall decline of 47% over 
the past 18 months before rebounding to nearly 61,800 in 
the fourth quarter of that year.9 over the same period, the 
unemployed (not seasonally adjusted) in our state more 
than doubled to over 276,000 by the second quarter and 
reached 305,000 in the fourth quarter.10

 the rapid rise in unemployment and the sharp drop 
in job vacancies in our state over the past two years have 
caused the labor surplus situation to deteriorate consider-
ably. in the fourth quarter of 2007, there were only 1.5 
unemployed persons for every job opening. this ratio rose 
to 2.2 in the second quarter of 2008, to 3.7 in the fourth 
quarter of 2008, and to 5.6 in the second quarter of 2009 
before declining to 4.9 in the fourth quarter. the rise in 
job vacancies in the fourth quarter, however, was heavily 
influenced by a sharp rise in part-time and seasonal job 
vacancies. if we include only full-time job vacancies and 
unemployed persons seeking full-time jobs, there were 
eight unemployed persons for every full-time job vacancy 
in the state in 2009, a massive labor surplus.11 

Labor Surplus Conditions across 
Major Industries and Occupations in 
Massachusetts during Calendar Year 2009: 
The Blue Collar Depression
the job vacancy surveys by the Massachusetts depart-
ment of Workforce development collect information by 

Table 1. Trends in the Number of Unemployed Persons (Age 16+) and Job Vacancies in Massachusetts, 
Selected Time Periods, 2007 II to 2009 IV  

(Not Seasonally Adjusted)

2007 II

2007 IV

2008 II

2008 IV

2009 II

2009 IV

149,700

137,600

162,467

202,000

276,255*

305,325

83,850

92,021

74,971

54,600

49,213

61,788

1.79

1.50

2.17

3.70

5.62

4.94

Note  *The unemployment data for 2009  II and IV quarters are based on the findings of the CPS household surveys for the first and last six months of 2009.  Tabulations  by the Center for 

Labor Market Studies. 

Sources:      (i)  Massachusetts Department of Workforce Development, “Unemployment Data From the Local Area Unemployment Statistics (LAUS) Program” 

Sources:      (ii)  Massachusetts Department of Workforce Development, “Massachusetts Job Vacancy Surveys, 2nd Quarter 2007 through 4th Quarter 2009”

Sources:      (iii) Monthly CPS household surveys, January-December 2009, public use files, tabulations by authors

(A)
UnemploymentTime Period (B)

Job Vacancies

(C)
Ratio of Unemployment 

Job Vacancies
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both industry and occupation.12 We have combined data 
from the 2009 second and fourth quarter job vacancy 
surveys for the state with cPs household survey informa-
tion on the industrial and occupational characteristics of 
the unemployed in the state during that year to estimate 

the degree of labor surplus in major industrial sectors and 
occupational groups. A major emphasis of the analysis is 
to identify the comparative degree of differences in labor 
surplus conditions across these industries and occupa-
tions. Findings reveal a major labor surplus in the state’s 

Sources: 

(i) Massachusetts Department of Workforce Development, “Massachusetts Job Vacancy Surveys,“ 2nd Quarter 2007 through 4th Quarter 2009

(ii) “Monthly CPS Household Surveys,” January-December 2009, public use files, tabulations by authors 

Chart 3. Ratio of Unemployed Persons to Job Openings by Major Industry, U.S., September 2009 
(Data Not Seasonally Adjusted)

Table 2. Unemployment/Job Vacancy Ratios by Major Industry in Massachusetts, 2009 
(Annual Averages)

Health and Social Services

Information

Wholesale and Retail Trade

Professional and Scientific Services

Finance and Insurance

Accommodation and Food Services

Transportation and Warehousing

Real Estate and Rental

Utilities

Manufacturing

Construction/Mining

20,250

4,098

30,847

17,016

11,975

31,510

6,856

4,798

763

39,949

39,715

13,066

1,411

15,171

5,436

2,718

6,767

1,322

396

50

2,103

899

1.5

2.9

3.0

3.1

4.4

4.7

5.2

12.1

12.7

19.0

44.2

Sources: 

(i) Massachusetts Department of Workforce Development, “Massachusetts Job Vacancy Surveys,“ 2nd Quarter 2007 through 4th Quarter 2009

(ii) “Monthly CPS Household Surveys,” January-December 2009, public use files, tabulations by authors 
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goods-producing industries (construction and manu-
facturing) and in nearly all blue collar occupations from 
highly skilled construction crafts to production/assem-
bler/machine operators to laborers and helpers.
 in table 2 and chart 3, we display key findings on 
the numbers of job vacancies and unemployed workers 
in major industrial sectors across the state during 2009.13 
overall, there were 5.2 unemployed workers per avail-
able job opening across the state. the labor surplus in 
the state varied quite substantially across major industrial 
sectors, ranging from lows of 1.5 to 1 in health care and 
social services to highs of 19 to 1 in manufacturing and 
44 to 1 in construction industries. the construction and 
manufacturing industries also were characterized by huge 
numbers of underemployed workers. the ratio of the 
combined number of unemployed and underemployed to 
job vacancies was 27 to 1 in manufacturing and 72 to 1 in 
construction. the state’s goods-producing industries had 
massive labor surpluses that even exceeded those found 
nationally. such high ratios are indicative of depression-
type labor market conditions. these industries should be 
the prime target of ArrA stimulus and future economic 
development efforts. 
 the degree of labor surplus in the state also varied 
considerably across major occupational groups. the ratio 
of the unemployed to job vacancies varied from lows of 2.2 
to 2.3 in sales and professional/technical occupations to 
highs of nearly 23 to 1 in blue collar production occupa-
tions and 54 in construction and extraction occupations.14 
there were more than 86 unemployed and underem-
ployed construction trades workers for every job opening 

in the state in 2009. both nationally and in our state, the 
vast majority of these unemployed blue collar workers have 
been permanently displaced from their jobs and would be 
classified as dislocated workers. nationally, their unem-
ployment rates in recent months have been very high at 
14% for production workers and over 20% for construc-
tion craft workers.15 these workers also have faced very 
high and increasingly longer durations of unemployment. 
A great depression has fallen upon u.s. and Massachu-
setts’ blue collar workers. with adverse effects for them, 
their families, and their communities in both the short 
and long run unless a number of strategies are pursued to 
boost their employment prospects. 

What Can Economic Development and Work-
force Development Policy Do to Address 
These Large Labor Surpluses?
these large labor surpluses, especially for blue collar work-
ers and office/administrative support occupations, reduce 
aggregate real output, employment, earnings, and incomes. 
they contribute to fiscal problems at the local, state, and 
national level. Jobless workers do not pay social security 
and pay fewer federal and state income taxes. they pay less 
in sales taxes and frequently require large transfer payments 
including unemployment insurance benefits, disability pay-
ments, food stamps, and health care assistance (Medicaid). 
the longer-term unemployed also are far more likely to 
report stress and other mental and physical health prob-
lems.16 A variety of short-term and long-term job-creation 
and retraining strategies will be needed to reduce the size 
of these problems and improve the future employability 

Table 3. Unemployment/Job Vacancy Ratios by Major Occupational Groups in Massachusetts, 2009 
(Annual Averages)

Sales and Related 

Professional and Related

Service 

Management, Business, and Financial 

Operations

Installation, Maintenance, and Repair

Office and Administrative Support 

Transportation and Material Moving 

Production 

Construction and Extraction 

18,975

36,671

58,013

35,850

8,545

43,967

15,143

20,506

35,442

8,635

16,193

14,115

6,446

1,115

5,577

1,724

919

662

2.2

2.3

4.1

5.6

7.7

11.2

13.9

22.6

53.5

Occupation
(A)

Unemployment
(B)

Job Vacancies
(C)

Unemployment/Vacancies Ratio

Sources: 

(i) Massachusetts Department of Workforce Development, “Massachusetts Job Vacancy Surveys,“ 2nd Quarter 2007 through 4th Quarter 2009

(ii) “Monthly CPS Household Surveys,” January-December 2009, public use files, tabulations by authors 



creation in the construction and manufacturing industries via 
infrastructure/economic redevelopment/green technology 
positions. it would also employ a public jobs-creation pro-
gram to foster employment in the nonprofit sector and state 
and local governments. displaced blue collar workers, office 
workers, and youth (under 25) should be key target groups 
for these job creation programs.
 third, additional federal monies should be earmarked 
for state and local WiA service delivery agents to recruit 
and retrain displaced blue collar workers, including the 
provision of on-the-job training subsidies to encourage 
firms to hire and train those workers. in recent years, on-
the-job training has seldom been used strategically to help 
re-employ dislocated workers, even though past national 
evidence showed that it was often effective in raising the 
post-program earnings of participants.
 Fourth, the state’s Workforce training Fund (WtF) 
and the Workforce competitiveness training Programs 
should be more heavily targeted both to employed blue 
collar workers and to encouraging firms to hire additional 
workers (backfill slots) in response to the training monies 
that they receive from the state. An immediate need is to 
improve the WtF database on who gets trained, includ-
ing their demographic and occupational backgrounds, 
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of these displaced workers and the state’s economic com-
petitiveness. our nation’s main strategy thus far has been 
to extend the length of their unemployment benefits with 
few efforts directly aimed at creating new job prospects. 
relatively few American recovery and reinvestment Act 
(ArrA) dollars have targeted these workers.
  A variety of economic development and workforce 
development strategies, including job creation, wage sub-
sidies, and retraining, can be pursued. First, the remain-
ing ArrA monies in the state and possibly future stimulus 
monies should be redirected at projects that would boost 
employment both directly and indirectly through the mul-
tiplier effect in the state’s construction, manufacturing, 
and transportation industries. the state’s department of 
Workforce development should actively monitor all jobs 
created by the ArrA stimulus and require that firms post 
all jobs for which new hires will take place on the web sites 
of the Workforce investment Act’s (WiA) one-stop career 
centers. (as mandated by an earlier executive order from 
governor Patrick) the information base should track the 
industries and occupations of all jobs created and the char-
acteristics of the individuals receiving them. 
 second, the national government should provide a sec-
ond round of stimulus that would focus heavily on direct job 

Chart 4. Unemployed Persons to Job Vacancy Ratios by Major Occupational Groups, 
Massachusetts, Spring 2009
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the services that they receive, and the promotions/wage 
increases that they obtain after completing that train-
ing. Quasi-experimental evaluations to assess the impacts 
of such programs on firms’ employment and productiv-
ity and workers’ employment and earnings should also 
be implemented. similar remarks on the need for care-
ful impact evaluation apply to the Workforce competi-
tiveness training programs. better data on services, out-
comes, and impacts on workers and firms are needed to 
help guide future workforce development policymaking in 
our state.

ANDREW SUM is Professor of Economics and Director, MIShA 
TRUBSkyy is Senior Research Associate, JOSEPh MCGLAUGh-
LIN is Senior Research Associate, and ShEILA PALMA is Senior 
Administrator with the Center for Labor Market Studies at North-
eastern University.

1.) http://www.bls.gov/opub/mlr/2001/11/art2full.pdf . 

2.) http://bls.gov/opub/mlr/2010/03/mlr201003.pdf.

3.) Job Openings and Labor Turnover Survey news releases, bureau 
of labor statistics, various issues.

4.) see William beveridge, Full Employment in a Free Society, Allen 
and unwin, london, 1944.

5.) the new national job vacancy survey began in december 
2000 near the height of the national business cycle of 1991-2001. 
there was nearly one job vacancy for every unemployed person 
in the nation during that month. u.s. bureau of labor statistics, 
“new Monthly data series on Job openings and labor turnover 
Announced by bls,” Washington, d.c., 2001.

6.) the underutilized include the underemployed (those working 
part-time but desiring full-time jobs) and the labor force reserve or 
hidden unemployed. the latter are not actively looking for work 
but express a desire for immediate employment.

7.) Employment Situation Summary, bureau of labor statistics, 
August 2010.

8.) the state job vacancy surveys are conducted during the second 
and fourth quarters of each calendar year. see Massachusetts 
department of Workforce development, The 4th Quarter 2009 
Massachusetts Job Vacancy Survey: hiring Trends by Industry, Occu-
pation, and Region, boston, 2010.

9.) the composition of these job vacancies also changed. More 
became part-time and temporary or seasonal in 2009. by the fourth 
quarter of 2009, 45% of all job vacancies in the state were part-time.
 
10.) since the job vacancy data for the state are not seasonally 
adjusted, the appropriate comparison is the actual number of unem-
ployed persons not seasonally adjusted. 

11.) between 2007 and 2009, full-time job vacancies in the state 
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were estimated to have declined from 60,380 to only 31,263.

12.) see Massachusetts department of Workforce development, 
Massachusetts Job Vacancy Survey 2nd Quarter 2009, boston, 2009. 

13.) the simple averages for vacancies in the second and fourth 
quarters were used to represent the annual average.
 
14.) very high fractions of the vacancies in many service occupa-
tions (44 to 70 percent) were for part-time jobs in the fourth 
quarter of 2009. 

15.) u.s. bureau of labor statistics, The Employment Situation: 
November 2009, “table A-10: Employed and unemployed Workers 
by occupation.”

16.) For recent findings on these issues, see (i) debbie borie-Holtz, 
carl van Horn, and cliff Zuken, No End in Sight: The Agony of 
Prolonged Unemployment, the Heldrich center for Workforce 
development, rutgers university, 2010; (ii) derek bok, The Politics 
of happiness, Princeton university Press, 2010.
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Calculation: Total Migration — U.S. Different state, exemptions, In-migrants/Out-migrants

Source: IRS and U.S. Bureau of Labor Statistics

Figure 1. Massachusetts Net Domestic and Employment 1996 – 2008

a Survey of maSSachuSeTTS domeSTic migraTion paTTernS from 1996–2008 revealS 

conSiSTenTly negaTive neT migraTion for The STaTe. The magniTude of neT migraTion 

haS Tracked wiTh The magniTude of employmenT change aS well. 

Massachusetts Migration:
A Survey Reveals State Domestic Trends

Jo h n Ga v i G l i o,  Ra i J a va i s a n e n, a n d Ro b e R t na k o s t e e n

 the commonwealth has long been plagued with slow 
population and labor force growth. An important aspect of 
this slow growth has been the pattern of largely negative 
net migration to the state for many years. in this article, 
we describe the annual net domestic migration patterns for 
the past few years.1 it should be emphasized that the time 
interval for this study does not include the economically 
hectic period beginning in 2008 with the start of the reces-
sion in Massachusetts. When data become available for 
these most recent years, they will tell an interesting story. 
 it is a long-standing hypothesis in migration research 
that employment change is the best predictor of net migra-
tion. this hypothesis is supported by the Massachusetts 
experience. the state’s net migration (in-migration minus 

out-migration) has been consistently negative for the past 
ten years. that is, Massachusetts has consistently lost more 
people than it has gained in the migration process. How-
ever, the magnitude of net migration has tracked the mag-
nitude of employment change quite well.
 While our data start with 1996, the threshold point is 
a slowing of Massachusetts employment growth from 1999 
through 2000. After 2000, the rate of job growth in the state 
dropped precipitously, and the state started losing jobs during 
2001 to 2002. consistent with these changes in employment, 
the magnitude of negative migration from the state also grew 
during this time. this can be seen in the accompanying graph. 
While the amplitude of employment change exceeds that of 
net migration, the tracking of their patterns is quite evident. 
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m a S S a c h u S e T T S  m i g r aT i o n

 to analyze more closely the patterns of migration to 
and from Massachusetts, we examine migration flows that 
have been decomposed into the two components of net 
migration: gross out-migration and gross in-migration. 
the premise for describing the patterns revealed in these 
migration data consist of two age-old determinants of 
where people move. First, there is the distance decay fac-
tor. that is, people would rather move a short distance 
than a long one. thus, it is no surprise that new Hamp-
shire is the top recipient of Massachusetts out-migrants, 
and the top contributor of the state’s in-migrants. in fact, 
for both in- and out-migration to and from Massachusetts, 
most of the destinations/origins are in the northeastern 
united states, and a number are in new England states. 
 the second explanatory factor is the “path well-trav-
elled.” that is, people tend to move where many from the 
same place have moved before. there are at least two good 
explanations for this pattern. one is that if the prior mov-
ers were friends and family of a current mover, their pres-
ence in the destination can lower the stress, uncertainty, 
and cost of a move. this phenomenon is clearly evident in 
the historical development of little italy and little china 
in major American cities. the other explanation, equally 
valid, is that many destinations continue to possess the 
same attributes that drew movers there in the past. Florida 
still has mild winters.
 Florida, california, and texas are distant from Mas-
sachusetts, but have historically been important destina-
tions, as well as origins, for the state’s out-migrants. this 
continues to be evident in the data presented here.
 the final region of importance to the state’s migra-
tion patterns is the rest of the world. While Massachusetts 
received more international migrants than it dispatched, 
both international in-migrants and international out-
migrants were in the state’s top ten.
 Migration within the state (from one region to 
another) was dominated by migrants to and from metro-
politan boston. For the 12 years preceding 2008, boston 
both received more migrants than any other part of the 
state, and sent more migrants away than other regions. it is 
not uncommon to see regions both receive and expel large 
flows of migrants, regardless of the level of economic activ-
ity. Areas that receive significant migration inflows have a 
population that has demonstrated, by its behavior, a will-
ingness to move on. Migration is generally a serial behav-
ior; individuals who migrate once are much more likely 
than nonmigrants to migrate again. therefore, regions 
that have a population including many in-migrants will 
likely exhibit significant out-migration as well. in addition, 
the magnitude of metropolitan boston’s population would 
lead to large migration streams, both in and out. only a 
small fraction of a large population need migrate for the 
volume of movers to be large. note that the volume of 

migration flows (both in and out) is directly related to the 
population size of the region.
 on a net level (subtracting out-migration from in-
migration), the southeast region of the state experienced 
the largest net gain from migration, followed by the cen-
tral region and the cape and islands region. the Pioneer 
valley region had a small net gain in population due to 
migration, while the berkshire region had a small net loss. 
Metropolitan boston experienced, by far, the largest loss in 
population due to intra-state migration — over 100,000. 
While in-state residents are moving away from the Metro 
boston/northeast region, the same region is the larg-
est recipient of migration that originates out of state. in-
migrants from other states and abroad created a net gain of 
12,759 residents in that region over the period.
 All three regions gaining the most net migrants over 
the period did so mostly at the expense of Metro boston. 

Figure 2.  Massachusetts Top-10 Migration  
Partners, In-Migrants, 1996 – 2008

New York
New Hampshire
Foreign
Connecticut
Florida
Rhode Island
California
New Jersey
Pennsylvania
Maine
Total

  127,445 
 102,984 
 102,331 
 88,260 
 80,588 
 76,779 
 76,053 
 41,231 
 28,543 
 23,955 

 970,925 

In-Migrants

Source: IRS, Calculations by the authors

State

Figure 3.  Massachusetts Top-10 Migration  
Partners, Out-Migrants 1996 – 2008

New Hampshire
Florida
New York
California
Rhode Island
Connecticut
Foreign
Maine
New Jersey
Texas
Total

   192,138 
 191,114 
 105,713 
 102,228 
 82,168 
 81,430 
 58,620 
 45,473 
 32,047 
 30,635 

 1,211,188 

Out-Migrants

Source: IRS, Calculations by the authors

State
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this is likely a result of a mix of factors, including retirees 
moving permanently to second homes, housing affordabil-
ity, and greater investment in suburban public transporta-
tion infrastructure such as light rail. 
 Population change is affected by the components: 
births, deaths, immigration and domestic migration. of 
these, domestic migration can be most affected by eco-
nomic policy. As Massachusetts faces the possibility of los-
ing a congressional seat due to slow population growth, it 
is interesting to observe the flows of migration within the 
state and between the commonwealth and other states. 
the great recession has been unique in undercutting a 
fundamental advantage of the u.s. workforce — its mobil-
ity. looking ahead, it will be interesting to see its effect on 
state migration flows, and whether regions will retain more 
of their population because homeowners’ shrinking equity 
and sinking home prices prevent them from moving. 

JOhN GAVIGLIO is a state liaison to the U.S. Census Bureau and 
RAIJA VAISANEN is a research manager with the UMass Donahue 
Institute’s Economic and Public Policy Research Unit.  

ROBERT NAkOSTEEN is a professor of Economics at the Isenberg 
School of Management at UMass Amherst and Executive Editor of  
this journal.

1.) Migration data for the united states are based on year-
to-year address changes reported on individual income tax 
returns filed with the irs. see <http://www.irs.gov/taxstats/
article/0,,id=212683,00.html>. the data set provided by the irs 
includes records on number of returns (approximates the number 
of households that migrated), number of personal exemptions 
(approximates the number of individuals who migrated) and total 
adjusted gross income of migrants. this analysis uses data on 
personal exemptions to approximate numbers of individuals who 
migrated. see also <http://www.irs.gov/pub/irs-soi/99gross_
update.doc>

2.) due to different measurement cycles, the period for the mea-
surement of migration differs from that for employment change.

3.) For more details on migration trends by Massbenchmarks 
region, see http://www.massbenchmarks.org/publications/mass-
benchmarks.htm.

 

Figure 4.  In-State Regional Migration,  
1996 – 2008* 

Berkshire
Pioneer Valley
Cape & Islands
Central
Southeast
Metro-Boston/Northeast

 9,249 
 48,009 
 60,078 

 148,204 
 200,528 
 228,376 

Sum of In-Migrants

* Does not include foreign, supressed or unsupressed non-Massachusetts county migrants

Source: IRS, Calculations by the authors

Base Region Sum of Out-Migrants

 9,912 
 45,093 
 40,385 

 107,083 
 145,517 
 346,477 

Figure 5.  Population Estimates by  
Benchmark Region, 2009

Berkshire
Pioneer Valley
Cape & Islands
Central
Southeast
Metro-Boston/Northeast

Source: U.S. Census Bureau

Region Population Estimates as of July 1, 2009

 129,288 
 248,447 
 698,903 
 803,701 

 1,045,777 
 3,667,471 

Table 6.  In-State Regional Net Migration 1996 – 2008*

Berkshire
Cape & Islands
Central
Metro-Boston/Northeast
Pioneer Valley
Southeast

 (663)
 19,693 
 41,121 

 (118,101)
 2,916 

 55,011 

Metro-Boston/Northeast
N/A
Pioneer Valley
Southeast
Cape & Islands
Cape & Islands

 (591)
 - 

 (3,090)
 (60,819)

 (992)
 (3,142)

Region from which Base Region Received 
Greatest Net Gain

* Does not include foreign, supressed or unsupressed non-Massachusetts county migrants.    

Source: IRS, Calculations by the authors  

Base Region

Southeast
Metro-Boston/Northeast
Metro- Boston/Northeast
Berkshire
Central
Metro Boston/Northeast

 93 
 13,074 
 44,985 

 591 
 3,090 

 60,819 

Net Migration 
Total

Region to which Base Region Had 
Greatest Net Loss 
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 Professor Andrew sum’s article in this issue focuses 
on recent catastrophic job losses in economic sectors that 
have traditionally provided good wages and secure jobs 
for the blue collar workforce in the state and the nation. 
large numbers of jobs have been lost in manufacturing 
and construction during this recession; there is a strong 
possibility that many may never return. An appropriate 
policy response to this phenomenon is necessary both for 
the short term well-being of those who have lost jobs and 
for the longer-term refocusing and improvement of their 
human capital. those initiatives will help them to success-
fully reenter the workforce and avoid large earnings losses.

 in the short term, an out-of-date safety net must be 
strengthened. the united states traditionally has failed 
to provide long-term unemployment compensation for 
job losers, compared with other industrialized econo-
mies, especially in Western Europe. in past recessions, 
this policy environment has encouraged unemployed 
workers to persist actively in their search for new employ-
ment. it has led them to accept jobs at lower pay when 
nothing else was available. While it did increase worker 
anxiety, the policy contributed to the dynamism of the 
united states economy, as new businesses created during 
economic expansions located motivated workers to fill 

the depression in blue collar Jobs: 
What is to be done?

Ro b e R t na k o s t e e n a n d an d R e w su M

caTaSTrophic blue collar job loSSeS call for ShorT- and long-Term 

policieS ThaT provide greaTer SecuriTy for ThoSe in vulnerable jobS while 

preServing The dynamiSm of The labor markeT.

E N D N O T E S



their jobs. there was an implicit social compact: workers 
without jobs might feel more insecure than their Euro-
pean counterparts, but they would not have to wait long 
after the onset of a recession for new jobs to be created. 
 during the current recession, ad hoc extensions of 
jobless benefits have been passed on a piecemeal basis, 
including the recent benefit extension in late July by the 
u.s. congress. Political considerations occasionally derail 
timely attempts at extending benefits. starting with the 
recession at the beginning of the 1990s, this social com-
pact began to unravel. With that recession, a new term 
entered the lexicon of recessions: “the jobless recovery.” 
long after that recession and the succeeding recession 
in 2001 had “officially” ended with renewed growth in 
national gross domestic product, the unemployment rate 
remained stubbornly high and job growth stayed stub-
bornly slow. Added to jobless recoveries is the prospect 
that certain types of jobs in certain sectors will never 
return. nearly 60% of today’s unemployed workers in 
Massachusetts are permanent job losers.
 the key to this short-term policy dilemma is to craft 
a program of unemployment compensation that does 
not blunt the dynamism of our job markets, but provides 
greater security for those in jobs that do not recover well, 
or at all, from recessions. one option is to have a written 
policy of “contingent benefits extensions.” this would 
keep the structure of unemployment benefits roughly the 
same as it is now, under what used to be “normal circum-
stances.” that is, if jobless recoveries do not effect per-
manent change in the economic environment, and future 
recessions end with a faster recovery of the job market, 
unemployment benefits would remain modest in dura-
tion. However, in circumstances such as we now face, with 
a jobless recovery and some sectors with permanent job 
losses, a policy trigger would extend unemployment ben-
efits, either throughout the economy or in sectors most 
seriously affected. this trigger would require no further 
political action by elected officials.
 Another great source of insecurity for unemployed 
workers is their loss of employer-provided health insur-
ance. near universal health insurance in Massachusetts 
will help overcome this source of anxiety (and potential 
financial ruin) for the unemployed. given the new pattern 
of jobless recoveries, a renewed commitment to universal 
health insurance is appropriate. 
 in the long run, there is no alternative to retraining 
and education for former workers in sectors where job 
losses may be permanent. in many cases, this training will 
lead to new career paths, given the nature of the jobs that 
are lost. At the moment, the commonwealth’s community 
colleges house most retraining programs aimed at adult 
students. these programs need to be strengthened and 
diversified, especially when the economy enters recessions. 

the obvious difficulty is that funding for these programs 
needs to be countercyclical, resulting in fewer resources 
for such programs precisely when they are needed most. 
 greater involvement by employers in the design and 
administration of these programs would further improve 
the post-program employment and wage prospects of the 
displaced. Employers can be enticed by allowing them 
to use part of their underemployment insurance ben-
efit accounts to subsidize job training activities. that will 
encourage them to immediately employ dislocated work-
ers. For example, employers can leverage a new program 
that converts extended benefits for dislocated workers 
with hiring and on-the-job training. An alternative initia-
tive targets public service employment in the nonprofit 
and public sectors for up to nine months. For greater 
leverage, initiatives like these can be combined with off-
site training provided by community colleges and other 
post-secondary training and education institutions. con-
certed efforts such as these are needed if we are to begin 
to successfully address the profound challenges presented 
by this blue collar depression.
 

 
ROBERT NAkOSTEEN is a professor of Economics at the Isenberg 
School of Management at UMass Amherst and Executive Editor of 
this journal.

ANDREW SUM is a Professor of Economics and Director of the Cen-
ter for Labor Market Studies at Northeastern University.
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