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The State of the State: Current Conditions 
and the Economic Outlook for Massachusetts



On the one hand…



Corporate profits have never been higher



Consumer balance sheets are much improved



The federal budget deficit is back to normal



The impact of “fiscal drag” is diminishing



Massachusetts has finally recovered the jobs lost in 
the Great Recession AND the Dot-com bubble



Our labor market recovery has been broad based…



…and the state economy has grown moderately of late
(MA expanded at a 3.2% annualized rate in Q3, 2014)



On the other hand…



In Massachusetts, in 
2013, the annual 
average 
unemployment rate 
was:

• 15.8 percent for 
workers under 25 
years old. 

• 20.1 percent for 
those with less than 
a high school 
education.

The rising tide is not lifting all boats

Sources: Bureau of Labor Statistics; Current Population Survey, 
Federal Reserve Bank of Atlanta



The jobs recovery has been imbalanced



So has the housing recovery



The Global Economy is filled with risk
• The Eurozone and 

Japanese 
economies are 
struggling.

• Commodity prices 
have declined by 
over 15 percent 
since late June –this 
hurts emerging 
economies.

• If sluggish global 
growth persists, it 
will be difficult for the 
US to avoid a 
slowdown.



Global trade has been slow since 2010
This is due in part to the: 

o sluggish world 
economy.

o industry mix of 
state exporters (no 
auto or energy 
exports).

o growing 
importance of 
domestic markets 
for MA goods.

o strength of the 
dollar and stiff 
competition.



Residential development is increasingly 
concentrated in the dynamic Greater Boston region



Housing production remains below historical averages 
and is being driven by multi-family developments



The near-term economic outlook is for 
moderate growth but demographic challenges loom

• At current pace, an 
aging population will 
halt our labor force 
growth by the end of 
2018.

• Better alignment of our 
K-12/Voke and 
community college 
systems with employer 
needs is needed

• Our major competitive 
advantage remains the 
education, skills, and 
“yankee ingenuity” of 
our residents. Source: New England Economic Partnership (NEEP)



Long-term impediment to economic growth: 
The Urban K-12 Achievement Gap

Source: MassINC; Gateway Cities Innovation Institute



• Our growing reliance on 
natural gas as the fuel for 
electricity generation is 
straining our pipeline/LNG 
infrastructure

• Expected retirements of 
plants in Salem Harbor, 
Brayton Point, and Vermont 
Yankee will exacerbate 
system capacity issues.

• Solutions should consider 
impacts on emerging 
domestic renewable energy 
sectors.

Long-term impediment to economic growth: 
Uncompetitive energy costs



Long-term impediment to economic growth: 
Inadequate Housing Production

Source: L. Koshgarian, A. Clayton-Matthews, M. Goodman, and M. Johnson (2010) 
“Foundation for Growth: Housing and Employment in 2020” Massachusetts 
Housing Partnership

• Archaic state and local land use and zoning regulations make it very 
difficult for developers to respond to market demand.

• Statewide, by 2020 Massachusetts needs to build an additional 29,926 
units over expected production levels to meet expected demand. 



Long-term impediment to economic growth: 
Inadequate Transportation Infrastructure



Long-term impediment to economic growth: 
Climate Change/Sea Level Rise

Source: Professor Ellen Douglas, UMass Boston; Boston Harbor Association 


