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THE UNEMPLOYMENT INSURANCE
TRUST FUND

The July 31, 2000 Massachusetts Unemployment
Insurance Trust Fund balance was $2,050 billion. The

private contributory account balance was $1,977

billion at the end of July and the governmental

contributory account balance was $73 million.

CURRENT CONDITION OF THE FUND

Two of the most important indicators of the strength

of the Commonwealth's economy -- the

unemployment rate and the number of jobs -

continued to break historical records during the year

2000. .The total unemployment rate averaged 2.7% for

the first six months of 2000, more than a full

percentage point below the national 4.0% rate and the

lowest six-month average ever recorded in

Massachusetts. The Massachusetts economy added

59,500 jobs over the year ending June 2000, bringing

total jobs to 3,290,800, also a historical high for the

mid point in a year.

These continuing positive economic trends are directly

reflected in the status of the Unemployment Insurance

Trust Fund. As of the end of July, reserves were $ 1 80

million higher than the $1,797 billion balance on hand

one year ago.

ASSUMPTIONS USED IN THIS
FORECAST

DET utilizes an independent economic outlook as the

forecast for Massachusetts. The benefit financing

simulations in this report are based on the forecasts

produced by Regional Financial Associates (RFA)

and issued in July 2000.
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The assumptions used in this report are arrayed

below and compared to the assumptions used to

produce the prior two simulations published in

January and April 2000 reports.

Wage & Salary

Growth (%)
01/00 04/00 08/00

Total Unemployment
Rate (%)

01/00 04/00 08/00

2000 6.3 6.4 7.4 3.0 3.2 2.7

2001 5.3 5.7 5.5 3.2 3.5 2.8

2002 5.3 5.2 5.0 3.3 3.7 3.1

2003 5.0 5.0 5.0 3.5 3.9 3.3

2004 4.8 4.7 4.7 3.6 4.1 3.5

01/00

Labor Force

04/00 08/00

2000 3,293,200 3304300 3309,600

2001 3302,200 3320,600 3,340,000

2002 3,325,700 3341,300 3360,700

2003 3,350,100 3365,600 3,383,000

2004 3376,000 3391,000 3,405,100

Wage and salary growth for 2000 is now estimated

at 7.4%, one percentage point higher than the 6.4%

projected rate of wage growth used for the April

simulation, and consistent with the tight labor

market's effects on employee compensation rates.

The 5.5% total wage and salary growth rate for

2001 is slightly below the previous rate of 5.7%.

The rate of growth in wages and salaries for 2002 is

5.0%, 0.2% below the level used in the previous

report. The remainder of the outlook period, 2003

and 2004 has annual growth rates of 5.0% and

4.7%, the same as the previous report.

The current RPA projections for the total

unemployment rates for the 2000 to 2004 period are

0.5% to 0.7% below the rates used in the April

report. The total unemployment rate is now

projected to be 2.7% for 2000, one half of one

percentage point below the 3.2% actual 1999 rate

and the previous projected rate, which was also

3.2%. Total unemployment rates are expected to

remain very low for the entire outlook period -

2.8% for 2001, 3.1% for 2002, 3.3% for 2003 and

3.5% for 2004.

The current 2000 estimate for the size of the state's

labor force is 3,309,600, slightly higher than our

previous forecast of 3,304,200. The projections for

the remainder of the 2001 to 2004 period show

stronger labor force growth than the forecast used in

the January and April reports. The labor force is

expected to reach 3,405,100 by 2004.

2000 OUTLOOK

Based on the year-to-date claims and benefit

payment activities and the 2000 economic

assumptions for continued strong wage and salary

growth, a 2.7% total unemployment rate and

moderate labor force growth, Trust Fund reserves

are expected to reach $1,981 billion by the end of

2000. At $1,981 billion, the projected year-end

reserves will be $170 million higher than the actual

1999 closing balance of $1,811 billion and $51

million more than the $1,930 billion year-end

reserve balance estimate published in the April

report.

Legislation enacted by the Legislature and signed

into law by the Governor late last year froze

employer contributions on special Schedule "B" for

the year 2000. Employer contributions on special

Schedule "B" are expected to generate income of

$792 million, virtually the same as the income

estimate DET published in April. The estimated

average annual cost of Schedule "B" is $319 per

employee.

Through the end of July, year-to-date benefit outlays

are $27 million less than last year. We now estimate

that total benefit outlays for 2000 will be $749

million. $28 million less than total 1999 benefit

outlays and $45 million less than the $794 million

outlay estimate published in the April 2000 report.

Interest earnings for the year are estimated at $127

million.
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2001 - 2004 PROJECTIONS

The simulation estimates for the 2001 to 2004

period under current law are arrayed in Table 1

.

Section 327 of Chapter 159 of the Acts of 2000,

recently enacted by the Legislature and signed by

the Governor, provides for the continuation of

special Schedule "B" for employer contributions for

2001. Absent this legislation, rates would have

risen next year to Schedule "C", which would have

boosted average contribution rates 14% above

current levels. The 2001 outlook indicates that

employer contributions will remain at this year's

S792 million level, while benefit outlays are

projected to total $788 million, which is slightly

above 2000's estimated S749 million. With interest

earnings expected to run $137 million, the Trust

Fund will see further growth during 2001, and it is

now projected to reach $2,121 billion by the year's

end. For the 2002 to 2004 period the simulation

shows employer contributions returning to Schedule

"C" for the four-year period, absent special rate-

setting legislation of the type which has kept

contributions at Schedule "B" since 1999.

Trust Fund reserves are expected to continue

growing substantially over the entire 2002 to 2004

period, reaching $2,626 billion by the end of 2004.

Prepared by DET Research Page 3



QUARTERLY TRUST FUND REPORT AUGUST 2000

Table 1

PROJECTION 2000-2004

Massachusetts Benefit Financing Simulation

Private Contributory Trust Fund Account (All $ in Millions)

1999 2000 2001 2002 2003 2004

Balance, January 1 $1,694 $1,811 $1,981 $2,121 $2,345 $2,519

Income $778 $792 $792 $915 $912 $898

Trust Fund Interest '$117 $127 $137 $148 $163 $173

Outlays $777 $749 $788 $840 $900 $965

Balance, December 31 $1,811 $1,981 $2,121 $2,345 $2,519 $2,626

Schedule B* B* B* C C C

Average Cost/Employee $318 $319 $316 $359 $351 $347

* Under Chapter 175 of the Acts of 1998, rates under Schedule "B" are reduced by 0.075% below what would have been

the case under prior law.

Figures may not add because ofrounding.

Table 2

Economic Assumptions Based on RFA Forecasts and Massachusetts Simulation

Benefit Financing Simulation Output

1999 2000 2001 2002 2003 2004

Total Covered Payroll (SBillions) $101.7 $111.5 $116.3 $122.8 $129.7 $136.7

Contributory Payroll (SBillions) $28.5 $29.8 $30.7 $31.2 $31.8 $32.3

Covered Employment (Thousands) 3,130 3,157 3,195 3,212 3,232 3,251

Nominal Contribution Rate ($10,800) 2.7% 2.7% 2.6% 3.0% 2.9% 2.8%

Contributory Wage Proportion 28.0% 26.7% 26.4% 25.4% 24.5% 23.6%

Solvency Assessment 0.37% 0.24% 0.24% 0.23% 0.24% 0.25%

Contributions as % of Total Payroll 0.76% 0.71% 0.68% 0.75% 0.70% 0.66%

Total Unemployment Rate 3.2% 2.7% 2.8% 3.1% 3.3% 3.5%

Insured Unemployment Rate 2.2% 2.0% 2.0% 2.1% 2.1% 2.2%

Figures may not add because ofrounding.
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