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The December 31, 2001 Massachusetts

Unemployment Insurance Trust Fund balance was

$1,705 billion. The private contributory account

balance was $1,625 billion and the governmental

contributory account balance was $80 million.

CURRENT CONDITION OF THE FUND

The slowdown in the Commonwealth's economy

continued through the end of the year with the total

unemployment rate reaching 4.3% in November, an

increase of 1.8 percentage points above the November

2000 rate of 2.5%. Over the twelve months ending

November 2001, total jobs in Massachusetts stood at

3,349,800, virtually the same as the November 2000

level. The manufacturing and business services

sectors posted the most over-the-year job losses,

while construction and non-business services

continued to show very modest gains.

During December 2001 unemployment insurance

claims activities were substantially higher than the

previous year, with new claims averaging 10,485 per

week and weekly continued claims averaging

115,703. Holiday layoffs and shutdowns were

stronger this year and contributed to the high

December claims activities. December's, benefit

payments of $158 million for the private contributory

account were $7 million higher than the $151 million

in benefit payments for the entire last three months of

the year 2000. At the end of December 2001,

reserves in the Fund's private contributory account, at

$1,625 billion, were $376 million below the $2,001

billion balance that existed at the beginning of the

year.

The Economic Research Office of the

Massachusetts Division of Employment
and Training prepares this report.

Questions can be directed to DET at

(617) 626-6600
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ASSUMPTIONS USED IN THIS
FORECAST

DET utilizes independent economic outlooks as the

forecast for Massachusetts. The benefit financing

simulations in this report are based on the

Economy.com (previously known as RFA) forecast

issued in December 2001. Estimates for the year 2006

represent our own extrapolation of the Economy.com
forecast trends through 2005, the last year covered by

their forecast.

The assumptions used in this report are arrayed below

and compared to the assumptions used to produce the

prior two simulations published in our November
2001 and August 2001 reports.

Wage & Salary Total Unemployment
Growth (%) Rate(%)

08/01 11/01 01/02 08/01 11/01 01/02

2002 5.0 1.5 0.8 3.8 5.2 5.3

2003 5.1 5.5 5.4 3.8 4.7 4.9

2004 4.8 5.1 5.4 3.8 4.3 4.4

2005 4.6 4.4 4.4 3.8 4.3 4.4

2006 n/a n/a 4.2 n/a n/a 4.3

08/01

Labor Force

11/01 01/02

2002 3,371.100 3,336,000 3,362,300

2003 3,398,100 3,361,500 3,390,200

2004 3,426,000 3,384,300 3,412,300

2005 3,452,000 3,406,500 3,433,600

2006 n/a n/a 3.454.600

Wage and salary growth for 2002 is now estimated at

0.8%, down from the 1.5% estimate used for the

November report's simulation. This virtual "no-

growth" projection for this year reflects both an

anticipated flattening of wage inflation in

Massachusetts, as well as a very soft employment

picture. The current report's wage and salary growth

estimate of 5.4% for 2003 is slightly lower than the

5.5% used in the November report. The 2004 outlook

of 5.4% is 0.3% higher than the previous estimate

while the 2005 estimated growth of 4.4% remains the

same as the November estimate. The trend estimate

for 2006 is 4.2% growth in wages and salaries.

The present report's projected annual average

unemployment rate for 2002 is 5.3%, up 0.1% from

our November report's estimate of 5.2% and higher

than the 3.7% actual average rate posted for 2001.

The total unemployment rate for the outyears -- 2003

through 2006 - is expected under the present report's

forecast to remain relatively high, with rates now
projected at 4.9% for 2003, 4.4% for both 2004 and

2005 and 4.3% for 2006.

The current report's outlook for the Commonwealth's

labor force in 2002 is similar to the level projected in

our August report, with the present report projecting

the 2002 labor force to average 3,362,300, while our

August report projected a number of 3,371,100. For

2003, our current report projects a moderate growth

in the labor force of some 27,900 workers above the

projected 2002 figure. Moderate growth in the labor

force is expected for the remainder of the outlook

period, 2003 through 2006, with the labor force

reaching 3,454,600 in 2006.

2002 OUTLOOK

Despite many signs that the Massachusetts economy
is likely to begin growing again in the second quarter

of 2002, job losses, seasonal shutdowns, and layoffs

will keep unemployment insurance claims high

through the spring. These levels of claims activity are

expected to result in benefit payments of SI.5 10

billion over the course of 2002, nearly $200 million

more than $1,319 billion spent in 2001. Employer

contributions based on special Schedule "B" are

estimated at $821 million, virtually the same as the

estimate of $815 million published in DET's

November report. Employer contributions plus

interest earnings of $85 million will bring in

combined revenues of $906 million during 2002.

With a starting balance for the year of $1,625 billion,

these income and expenditure dynamics generate a

projected closing balance for 2002 of $1,021 billion.

This is a downward revision of $148 million from the

DET's published November 2001 estimate of $1,169

billion for the calendar year 2002 closing balance.

9

Prepared by DET Research

Page 2



QUARTERLY TRUST FUND REPORT JAN 2002

2003 -2006 PROJECTIONS

The simulation estimates for the 2003 to 2006 period

under current law are arrayed in Table 1

.

The current outlook is for gradually declining levels

of total unemployment but relatively high levels of

unemployment claims over the years 2003 to 2006

under the outside economic forecast and trend

estimates adopted for this report. Under this rather

pessimistic scenario, high claims activity, coupled

with moderate growth in the labor force and moderate

wage and salary growth and higher employer

contributions, generate Trust Fund reserves in the

range of $1.0 billion in the years 2003 through 2006.

With high levels of benefit payments and lower Trust

Fund reserves, Schedule "F' would likely be

triggered in each of these years. Employer

contributions on Schedule "F' plus modest interest

earnings throughout the forecast period would keep

the year-end reserves at the $1.0 billion level. If, as

we suspect will be the case, the Massachusetts

economy actually performs better in these years than

our current outside economic forecast is predicting,

then the Fund's performance will be better than is now
predicted.
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