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Overview

New England
Employment

Employment in New England was 0.7 percent
lower in December 2003 than in December 20021

(see Chart 1), translating into 51,000 lost jobs.
Month-to-month declines occurred in 9 of the 12
months of 2003, and the region finished the year
with its lowest job count since 1999. Although this
decline marked the region’s third anniversary of a
languishing labor market, losses in 2003 were less
severe than in 2001 or 2002. Employment growth
in four states could not offset the contractions in
both Massachusetts and Connecticut, which togeth-
er account for the majority of the region’s jobs.
Meanwhile, national employment declined in the
first half of the year and rose in the second before
ending the year slightly below where it began.

Job losses were felt in nearly all major industries
in the region and were often more severe than the
corresponding losses nationwide (see Chart 2). Los-
ing jobs the fastest was the information sector,
where the 2003 average job count was 6.2 percent
smaller than in 2002 (see Chart 3).The nation also
experienced losses in information jobs at a roughly
comparable rate (5.8 percent). Manufacturing was
New England’s second biggest loser, as declines in
all six states resulted in 6.1 percent fewer jobs
regionally. Nationwide manufacturing levels also
declined, but not as rapidly (see Chart 4). Moreover,
the region showed declines in the construction, pro-
fessional & business services, government, and
financial activities sectors, despite slight to moderate
growth nationwide. Only two of New England’s
major industries added jobs from 2002 to 2003.
Growth of 1.5 percent in the region’s education &
health services employment added nearly 18,000
jobs but lagged the 2.3 percent growth measured
across the nation (see Chart 5). Employment growth

in leisure & hospitality (1.3 percent) barely edged
the rate of growth nationally (1.2 percent) (see
Chart 6).

Unemployment
Throughout 2003, the region’s rate of jobless-

ness fluctuated between 5.3 percent and 5.5
percent, flirting with its highest level since 1995,
before finishing the year at 5.4 percent (see chart on
page 9). Even with a 0.2 percentage point rise from
the previous December, the region’s unemployment
rate remained lower than rates in six of the nine
Census divisions and lower than the national rate,
which actually decreased by 0.3 percentage points
over the course of the year. Consistent with this rel-
atively low unemployment rate, New England’s
average employment-population ratio (the fraction
of the working-age population employed) was 64.4
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New England’s 2003 Economic Milestones

• Burdened by the poor performances of the labor
markets in Connecticut and Massachusetts, the New
England region lost jobs for the third year in a row.

• The region lost jobs in nearly all major industries
and added jobs in only two: leisure & hospitality and
education & health services. 

• Even with an unemployment rate that rose, New
England had a lower rate of joblessness than most
other Census divisions and the nation overall.

• Demand for residential real estate remained strong,
as home prices soared at above-average rates.

• Consumer price inflation persisted at a higher rate
in the region than in the nation; fuel prices escalated
at twice the national rate.
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percent in 2003 — a higher ratio than the nation
overall and the second highest ratio among the nine
Census divisions. The employment-population
ratios of each of the six New England states also
exceeded the national ratio (see Chart 7).

The region’s help wanted index, a gauge of job
vacancies advertised in print media, edged up by 1
point between December 2002 and December
2003, but also hit a record low in September. In
fact, help wanted index values for the three New
England metro areas for which these data are avail-
able sank to record lows at some point during 2003
before ending the year at levels higher than or equal

to 2002 year-end levels.The national index also hit
a record low in 2003 and fell slightly, by 2 points,
from December 2002 to December 2003.

Between December 2002 and December 2003,
average initial unemployment claims dropped in all
the New England states and were down 11.2 per-
cent for the region as a whole.Although this decline
was twice as fast as what occurred in the region in
the preceding 12 months, overall claims in the
nation declined at an even more rapid pace.

Income and Wages
Between the third quarters of 2002 and 2003,2

all six New England states reported higher personal
income, giving the region as a whole a 2.6 percent
increase that trailed the nation’s and the other seven
BEA regions’ (see charts on page 13). Wages and
salaries were up 1.4 percent over the course of the
year and also trailed the 2.3 percent growth nation-
ally. For manufacturing production workers in all six
states, average hourly earnings were higher in 2003
than in 2002; however, the region’s 2.5 percent
increase lagged the nation’s.

Real Estate
Between the fourth quarters of 2002 and 2003,

all six New England states saw double-digit rates of
growth in the repeat-sales home price index. The
region’s overall rise (11.2 percent) outpaced the
national upswing and was the third highest among
the nine Census divisions. In the fourth quarter of
2003, six of the seven New England metro areas for
which data are available posted median home prices
that exceeded the national median (see charts on
page 16 and 17).

All states showed increases in the number of
existing homes sold over the course of 2003. Four
states manifested double-digit rates of growth
between the fourth quarters of 2002 and 2003, and
the 12.1 percent surge across the region as a whole
outpaced the national 9.3 percent increase (see chart
on page 17). The average number of housing per-
mits issued in New England during 2003 was up
2.5 percent from 2002 but trailed the growth in
permits across the nation (see Chart 8).
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Chart 2 - Employment by Industry
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Consumer Prices
Since 1996, consumer price inflation has been

higher in the Boston area (which covers parts of
Connecticut, Maine, Massachusetts, and New
Hampshire) than in the nation (see chart on page
14). By November 2003, regional pr ices had
climbed 3.0 percent from year-earlier levels. Fuel
prices, after falling between 2001 and 2002, soared
12.8 percent, nearly double the rate of increase
nationwide. Regional price increases in medical
care, shelter, and food exceeded 3 percent and either
matched or surpassed the national rates. Education
& communication was the only category of con-
sumer goods for which the national price increase
surpassed the regional rate.

Consumer Confidence
Following three years of faltering sentiments,

New England consumers became more optimistic
about the economy in 2003, as the region’s consumer

confidence index witnessed a 48.7 percent resurrec-
tion over the 12 months ending in December 2003.
Both the present and the future components of the
index improved, having plummeted during 2002 (see
chart on page 15). Consumers across the nation were
also more optimistic, but the national index, having
not fallen as steeply in 2002, did not manifest such a
dramatic increase.

Merchandise Exports
With five of its six states reporting higher

exports in 2003 than in 2002, New England’s 6.8
percent growth in annual merchandise exports out-
paced the 4.4 growth in U.S. exports (see Chart 9
and charts on page 20). Mammoth boosts in exports
to the Netherlands (50.8 percent), Germany (23.0
percent), and Mexico (20.3 percent) more than off-
set waning exports to France, Korea, the United
Kingdom, and Canada. Among the region’s top
exporting industries, chemicals and miscellaneous
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Chart 3 - Information Employment
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Chart 4 - Manufacturing Employment
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manufactured goods saw the biggest increases (38.1
percent and 25.3 percent, respectively), while trans-
portation equipment and fabricated metal products
slowed the most.

Overall Economic Activity
Between December 2002 and December 2003,

all six New England states showed improvement in
the Coincident Economic Activity Index, and three
states ended 2003 with record-high levels.3 How-
ever, only the indexes for two New England states
(New Hampshire and Rhode Island) met or
exceeded the 1.3 percent average rate of growth
seen across all 50 states (see Chart 10). Unlike pay-
roll employment levels, these composite indexes
showed a clear economic turnaround by the end of
2003 for all six New England states.

—Tom DeCoff 

Connecticut
The Constitution State’s post-recession malaise

continued during 2003. Between December 2002
and December 2003, total nonagricultural employ-
ment fell by 12,500 jobs, fewer than over the
preceding 12 months, but still a major disappoint-
ment. The 0.8 percent drop was the second largest
among the New England states, behind that of
Massachusetts, and was more severe than that of the
United States. Average annual employment levels
decreased in all of Connecticut’s metro areas except
New London-Norwich, which posted small gains;
the two largest metro areas, Hartford and New
Haven-Meriden, endured the heaviest losses, with
percentage drops twice the state average. One spot
of good news: the statewide job loss seems to have
slowed, as employment remained roughly constant
through the second half of the year.

Overview
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Chart 9 - Merchandise Exports
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The manufacturing sector continued to fare the
worst among the state’s industries in 2003, divesting
11,700 jobs, or 5.5 percent since 2002 (annual aver-
age comparisions). Although severe, Connecticut’s
manufacturing job loss was the second smallest in
percentage terms among the New England states.
Other Connecticut industries that suffered large job
declines in 2003 include professional & business
services (5,700 jobs), state government (3,900 jobs),
retail trade (3,100 jobs), construction (2,100 jobs),
and information (1,500 jobs). Contributing to these
were mass layoffs 4 at Cigna and Aetna5 (both
health insurance), Pratt and Whitney 6 (aerospace),
Fleet 7 (banking), Pfizer8 (pharmaceuticals), and
The Hartford9 (financial services and insurance).
The government sector also saw hefty layoffs, as
budget deficits forced the state to cut its workforce
nearly 8 percent and the city of Hartford to cut its
personnel 15 percent.10

Mitigating some of these losses were gains in
the education & health services and leisure & hospi-
tality industries; over the course of 2003 these
industries saw employment increases of 3,500 jobs
and 2,500 jobs, respectively. Employment in finan-
cial activities, wholesale trade, and transportation,
warehousing & utilities experienced little change.

The labor force continued to grow, rising by
11,000 workers during 2003 (annual average). The
decline in jobs in conjunction with this 0.6 percent
gain in the labor force precipitated an increase in
the unemployment rate, which rose from 5.0 per-
cent in December 2002 to 5.7 percent by July
2003, before falling slightly to 5.5 percent at year’s
end. Reaching a seven-year annual high, Connecti-
cut’s unemployment rate surpassed that of every
other New England state save Massachusetts, but
still remained below the national average of 5.7 per-
cent.While weekly initial unemployment insurance
claims fell 9.6 percent from December 2002 to
December 2003, the average decline for all months
of the year was a more modest 1.0 percent.Togeth-
er, the drop in claims and the unemployment rate
rise may imply that Connecticut’s displaced workers
are taking longer to find new jobs.11

The state’s total personal income rose 2.3 percent
between the third quarters of 2002 and 2003. Con-
tributing were increases in transfer payments,

proprietors’ income, and wage and salary disburse-
ments — even among manufacturing workers, whose
hourly wages rose 3.3 percent over the same period
as their weekly hours fell 1.0 percent.A single sector,
finance & insurance, accounted for the majority of
the state’s gain in total personal income.12

Labor market uncertainty did not seem to affect
Connecticut’s housing sector. Existing-home sales
rose 10.2 percent to an annual rate of 57,200 in the
fourth quarter of 2003, and the repeat-sales home
price index continued its upward swing, rising 10.3
percent from the fourth quarter of 2002. Although
the home price index increase was the smallest
among the New England states, it was the state’s
highest in five years. Median house prices in the
Hartford and New Haven-Meriden metro areas
shot up to $214,700 and $227,400, respectively (up
from $183,500 and $202,000 during the fourth
quarter of 2002). Residential construction also
appeared healthy in 2003, with total housing per-
mits issued up 3.9 percent over the previous year,
the second highest increase in New England.

Exports, on the other hand, did not perform
well.The dollar value of merchandise goods export-
ed from Connecticut in 2003 declined 2.1 percent,
while every other New England state posted sizable
increases. Shipments of transportation equipment,
the state’s largest export product, plunged 19.5 per-
cent over the year, more than offsetting gains in
exports of computers (4.0 percent) and machinery
(17.0 percent). Of Connecticut’s top export destina-
tions, Canada and France both imported fewer of
the state’s goods; Germany, in contrast, imported

Connecticut’s 2003 Economic
Milestones

• Connecticut finished 2003 with its third year in a
row of net job losses.

• Unemployment rates fell slightly, and the labor
force continued to grow slowly.

• Connecticut was the only New England state to see
exports decline.

• Home prices as well as the number of homes sold
increased in Connecticut.
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16.4 percent more over the year.
While Connecticut’s total tax revenues through

December 2003 (midway through the 2004 fiscal
year) were up 3.4 percent from year-earlier levels,
revenues from the corporation business tax were
down a sharp 26.0 percent over the same period.
Personal income and sales taxes, Connecticut’s chief
sources of state revenue, made up the difference;
they rose 9.8 percent and 0.5 percent, respectively,
from year-earlier levels.

The Constitution State ended 2003 with its
third consecutive year of job loss, repeating the
experience following the recession in the early
1990s. Although this last recession was shallower, it
still packed a wallop: seasonally adjusted total nona-
gricultural employment fell steadily from its peak of
1,700,700 jobs in July 2000 to 1,639,000 jobs in July
2003, and hardly budged from that level through
February 2004.The peak-to-trough loss of 3.6 per-
cent is twice as sharp as that of the nation as a whole
and second-worst among the New England states.
And while certain companies have announced plans
for expansion — Prudential Realty, home improve-
ment store Lowe’s, and furniture store IKEA all
expect to add several hundred Connecticut jobs —
most of these plans will not take effect until 2005,
and plant closings such as Dana Engine, Kendro Labs
(medical equipment), and many others are slated to
occur in 2004.13 Low expected job growth stands as
an impediment to a robust economic recovery in
Connecticut’s near future.

—Brad Hershbein

Maine
Maine’s nonagricultural employment increased

0.4 percent between December 2002 and Decem-
ber 2003.Although 2,600 nonfarm jobs were lost in
the first half of the year, twice that many jobs were
added in the second half. Employment levels rose
both in the Portland area (1.2 percent), where the
pickup occurred in the second half of 2003, and in
the Lewiston-Auburn area (0.2 percent).

As in most of New England, manufacturing in
Maine exper ienced yet another employment
decline in 2003, losing about 4,300 jobs (annual
average) since 2002, a contraction of 6.3 percent.

About 1,400 jobs were lost in the paper industry,
where employment fell 12.1 percent. Several major
paper manufacturers announced layoffs: Great
Northern Paper, Georgia Pacific, Fraser Papers, and
SAPPI.14 Textile mills & products employment fell
11.6 percent. Contributing to this decline, Bidde-
ford Blankets and Pittsfield Woolen Yarns closed in
September 2003.15 After a drop of almost one-
third in 2002, leather & allied product
manufacturing employment decreased marginally,
by 0.1 percent in 2003. In the durable goods manu-
factur ing sector,16 semiconductor & other
electronics and computer & electronic equipment
manufacturing lost about 1,200 jobs combined. Of
44 mass layoffs in Maine during 2003, 17 were in
the manufacturing sector. Other shrinking indus-
tries in Maine include professional & business
services (700 jobs), information (400 jobs), and
transportation, warehousing & utilities (400 jobs), in
which Maine’s 2.5 percent decline was the worst
among the New England states. Suffering lesser job
losses were retail trade, financial activities, and natu-
ral resources & mining. Employment growth in
other industries offset these declines. Because of
growing demand for health care and social services,
the education & health services sector gained 1,900
jobs in 2003.17 Employment climbed 6.1 percent
(1,200 jobs) in the other services industry and
expanded 2.4 percent (500 jobs) in the wholesale
trade industry. Both of these increases were the

Overview

Maine’s 2003 Economic Milestones

• In 2003, nonfarm employment increased 0.4 percent,
compared with a decline of 0.7 percent in the New
England region and virtually no change in the United
States as a whole.

• The manufacturing sector lost the most jobs in
2003, while the education & health services sector
gained the most.

• Average hourly earnings of manufacturing produc-
tion workers and overall personal income grew
faster in Maine than in the region or the nation. 

• Exports of paper and computer & electronics
expanded 13.0 percent and 7.8 percent, respectively,
although employment fell in both of these sectors. 
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largest among the New England states and well
above national averages. Other industries with job
gains included construction (1,000 jobs), leisure &
hospitality (1,000 jobs), and government (400 jobs).

The Pine Tree State’s unemployment rate
remained below both the national and the New
England averages, increasing to 5.2 percent in
December 2003 from 4.8 percent in December
2002. In Maine’s three major metropolitan areas —
Bangor, Lewiston-Auburn, and Portland —
unemployment rates rose between December 2002
and December 2003 — to 3.4 percent, 4.6 percent,
and 2.8 percent, respectively. Maine’s average week-
ly initial unemployment insurance claims fell 1.2
percent from December 2002 to December 2003 —
the smallest decline in all six New England states, and
a smaller decline than those of New England as a
whole (11.2 percent) and the nation (13.4 percent).

Between third quarter 2002 and third quarter
2003, Maine saw a personal income increase of 4.1
percent that led the other New England states (tied
with Vermont), and surpassed the region’s 2.6 per-
cent and the nation’s 3.6 percent increases. Over the
same per iod, wage and salary disbursements
increased 2.7 percent, to $19.1 billion. Although
manufacturing production workers in Maine, at
$16.28 per hour (annual average), earned less than
workers in Connecticut and Massachusetts in 2003,
Maine’s average hourly earnings increase of 4.7 per-
cent led those of all the other New England states
and the nation (2.9 percent). Average weekly hours
of production workers increased 0.4 percent, while
hours in the region and the nation fell slightly.

Maine’s repeat-sales home price index rose 11.8
percent from fourth quarter 2002 to fourth quarter
2003, on par with the rest of the region. Over the
same period, existing home sales had a banner year,
jumping 12.7 percent, to an annual rate of 42,600
homes in the fourth quarter of 2003. In the Port-
land area, the median sales price of existing homes
climbed to over $200,000 in 2003, roughly in line
with home prices in other non-Boston New Eng-
land metro areas. The average number of housing
permits authorized in 2003 grew slightly, by 1.3
percent, while the average value of residential con-
struction contracts increased at a more significant
rate of 11.3 percent, well above the increase across

New England as a whole.
From 2002 to 2003, the Pine Tree State’s

exports grew faster than those of most other New
England states and at more than double the rate of
growth in the nation. Exports increased in the com-
puter & electronics and paper industries (two of the
three largest exporting industries from Maine in
2002), notwithstanding the declines in employment
witnessed by these sectors. Computer & electronics
exports jumped 13.0 percent, while exports of
paper rose 7.8 percent. Forestry & logging exports
declined slightly, by 0.3 percent. Exports to Canada,
the largest destination for Maine’s goods in 2002,
increased 3.8 percent, while exports to Malaysia, the
state’s third largest export destination, jumped 41.1
percent. Singapore, the second largest exports desti-
nation, imported 9.7 percent less from Maine in
2003 than a year earlier.

Total general fund revenues in Maine increased
2.7 percent ($63.0 million) from FY2002 to
FY2003. Sales and use taxes revenues increased by
$21.4 million (2.6 percent) over FY2002, totaling
$857.5 million. Corporate income taxes receipts
climbed 17.9 percent ($13.8 million), and revenues
from insurance companies’ taxes increased 28.7 per-
cent, up by $15.8 million from 2002.

According to the Federal Reserve Bank of
Philadelphia’s Coincident Economic Activity Index,
Maine’s economy was stagnant in 2003. From
December 2002 to December 2003, Maine’s index
climbed just 0.5 percent. This change was among
the lowest in New England, although ahead of
Massachusetts, and ranked 40th in the country.

—Krista J. Becker

Massachusetts
The second full year of the jobless recovery was

not kind to Massachusetts. Like 2002, 2003 was a
difficult year for employment. The Bay State shed
jobs in all months save April, for a cumulative loss of
nearly 53,000 payroll jobs — quadruple the total
number of jobs added in the four New England
states where employment grew in 2003. The
region’s poor performance is mostly attributable to
Massachusetts alone. The 1.6 percent employment
decline in 2003 — identical to that in 2002 — is by
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far the largest in New England and is far worse than
the national average. Indeed, it is larger than that of
any other state but Oklahoma. While many states
showed improved performance in 2003, Massachu-
setts continued to suffer employment cutbacks.

The vast majority of these job losses were con-
centrated in the Boston metropolitan area. From
December 2002 to December 2003, Boston lost
50,600 jobs, nearly all of the state’s (and the region’s)
total. This 2.6 percent drop was larger than the
declines in almost all metro areas nationwide for
which payroll employment data are available.Among
the nation’s major urban areas, only San Francisco,
San Jose, and Detroit endured larger declines.

The 53,000 lost jobs were spread across almost
all industries in the state.The most visible and wide-
ly noted were in technology industries, which
continued to see particularly heavy losses. Comput-
er systems design, for example, lost 5,600 jobs, an
11.6 percent decline (though much smaller than the
previous year’s loss of 11,800 jobs). Information was
the largest loser in percentage terms, shedding 8,100
jobs in 2003, for an 8.1 percent decline. Manufac-
turing, which includes technology industries such as
electronics and communications equipment, lost
22,600 jobs, a 6.5 percent decrease. Professional &
business services bore 16,500 losses, a drop of 3.6
percent. Financial activities lost 4,400 jobs, a 1.9
percent drop. All these declines were the steepest in
the region and considerably more severe than those

nationwide. Employment in most industries, how-
ever, dropped less sharply in 2003 than in 2002.The
Massachusetts public sector was also a large source
of layoffs in 2003; government payrolls shrank by
2.3 percent, or 9,900 jobs.Two sectors grew: educa-
tion & health services added 6,400 jobs (a 1.1
percent increase), and leisure & hospitality added
2,700 jobs (a 0.9 percent increase). Both growth
rates, however, were the smallest among the six
New England states.

The statewide unemployment rate increased
from 5.5 percent in December 2002 to 5.9 percent
in December 2003. It ended the year as the highest
in New England and higher than the rate of the
United States as a whole. The Boston area contin-
ued to have a lower unemployment rate than the
state — 5.0 percent in December 2003, slightly
below the previous December’s 5.1 percent. The
highest unemployment rates among the state’s
metro areas were in New Bedford (8.8 percent),
Lawrence (7.9 percent), and Fitchburg-Leominster
(8.0 percent). Unemployment rates for other state
metro areas ranged between 5 and 7 percent. On a
more positive note, initial claims for unemployment
insurance decreased by nearly 14 percent over the
course of 2003, the second-largest improvement in
the region, and a larger decline than in the United
States overall.

Relatively weak employment performance has
been accompanied by anemic growth in income.
Personal income grew 2.2 percent from the third
quarter of 2002 to the third quarter of 2003, sub-
stantially less than in any other New England state
but Connecticut and well below the national aver-
age of 3.6 percent. Among the 50 states, only
Michigan experienced smaller income growth.
Wage and salary disbursements echoed this per-
formance, with an increase of 0.7 percent, also the
lowest in the region. Such modest growth in Mass-
achusetts incomes has not been sufficient to keep
pace with regional consumer price increases: Massa-
chusetts has seen a decline in real income. For
manufacturing production workers, average hourly
earnings increased only 1.7 percent, significantly less
than the national rise, while average weekly hours
decreased 0.5 percent.

Despite weak income growth, the residential

Overview

Massachusetts’ 2003 Economic 
Milestones

• Massachusetts employment continued to fall; its
1.6 percent loss was the largest in the country, tied
with Michigan and worse than just one other state
— Oklahoma.

• Nominal income growth was extremely low
throughout 2003; the 2.2 percent increase was the
lowest in the region and well below the U.S. average.

• Residential real estate stayed strong, but commer-
cial real estate remained weak.

• In the national perspective, Massachusetts is a
major outlier; its overall economic performance in
2003 placed it among the five weakest states
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real estate market retained its strength. House prices
continued to escalate, with the repeat-sales home
price index increasing 11.0 percent over the course
of 2003 — a pace more rapid than in the United
States but on par with the regional average. In the
Boston metro area, the index climbed 10.2 percent
— a rate higher than the national average, but the
lowest annual growth since 1998. Price increases in
the Worcester and Springfield areas were 11.4 per-
cent and 11.0 percent, respectively.The median sale
price of existing homes in the Boston area increased
to an eye-popping $406,800 — 2.4 times the
national median. Statewide, existing-home sales
increased 14.3 percent between fourth quarter 2002
and fourth quarter 2003, the second highest rise in
the region. Annual average housing permits
increased 7.7 percent over 2002, the fastest growth
among the states in the region, while the value of
construction contracts expanded 11.8 percent.

In contrast, commercial real estate in the Boston
area remained weak in 2003. Average office vacan-
cies (based on quarterly data) were up 6.6
percentage points for the year, to nearly 20 percent,
with a 3.9 point increase in downtown vacancies
(reaching 12.8 percent) and a 7.8 point increase in
suburban vacancies (to 24.1 percent).These increas-
es are considerably greater than those in 2002.18 The
downtown rate remained below the national aver-
age, while the suburban rate continued to soar far
above it, as software and technology companies
required considerably less space.19 

Massachusetts led New England export growth
with an 11.7 percent increase in 2003. The largest
exporting industry, computer & electronic products,
saw 9.5 percent growth. Exports of chemicals, the
second-largest exporting industry, grew 41.9 per-
cent. However, machinery exports declined 6.7
percent. Of the state’s largest export destinations,
exports to Japan increased (2.3 percent), but exports
to Canada and the United Kingdom decreased (2.5
percent and 9.4 percent, respectively).

In January 2003, the Massachusetts consumer
confidence index stood at 63, its lowest point in
nine years. This was accompanied by equally bleak
values for the assessment of present situation and
future expectations components (28 and 86, respec-
tively). Throughout 2003, however, the indexes

recorded sizable increases. By January 2004, overall
consumer confidence had swelled to 91; the present
situation component had increased to 48; and the
future expectations component had reached 119.20 

Massachusetts’ total tax revenue for FY2003 was
up $676 million (4.7 percent) over FY2002. This
was driven by 7.7 percent growth in income tax
receipts, by far the largest source of revenue. Sales
tax revenue showed little year-to-year variance.
Despite increased employment in leisure & hospital-
ity, the state’s take from the room occupancy tax fell
in 2003 — revenue was down by $3.3 million
through June and by $20 million through Decem-
ber (declines of 2.7 percent and 27.0 percent).

The general economic trend for Massachusetts
in 2003 is captured by the Philadelphia Fed’s Coin-
cident Economic Activity Index. From December
2002 to December 2003, the state’s index edged up
slightly, by 0.4 percent, lagging the growth in the
indexes of the other five New England states, trailing
the average rise of 1.3 percent seen across the 50
states, and placing Massachusetts among the 10 states
with the worst economic performance during 2003.

—Nelson Gerew

New Hampshire
After difficult economic times during the reces-

sion and a subsequent weak recovery, New
Hampshire’s economic conditions improved in
2003. However, not all facets of the economy
enjoyed growth, and several sectors had mixed per-
formances. An example is the labor market, which
exhibited both positive and negative indicators.

Overall employment grew 0.9 percent between
December 2002 and December 2003, a modest gain
although it was the second largest percentage
increase in New England. This expansion was not
consistent across all sectors of the state’s economy.
Comparing average annual employment data for
2003 and 2002, the largest job growth occurred in
the government sector, which added 1,400 jobs, or
1.6 percent, and leisure & hospitality, up 1,100 jobs,
or 1.8 percent. Retail trade, New Hampshire’s
largest employment sector, grew only 0.3 percent,
adding 300 jobs, although this was the only retail
expansion in New England. Construction added
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900 jobs, or 3.2 percent, and financial activities cre-
ated 600, or 1.7 percent, additional jobs.

In contrast, manufacturing continued its long
decline. It has shed more than 22,000 jobs over the
past five years and jettisoned 4,900 jobs, about 5.8
percent, in 2003. However, according to the Busi-
ness and Industry Association of New Hampshire,
the state is holding onto a higher share of high-
paying manufacturing jobs than the New England
region as a whole.21 Indeed, New Hampshire is
making gains in attracting as well as retaining cer-
tain manufacturing jobs. Mass layoffs in the state’s
manufacturing sector were down 53.4 percent in
2003 from the year before.22 Successful manufac-
turing job creation and retention included Insight
Technology, Inc., in Londonderry, where 30 jobs
were added,23 Janos Technology, Inc., which
added 75 jobs in Keene,24 and the decision by
Europackaging USA not to relocate out of state,
which kept an additional 130 jobs in New Hamp-
shire.25 These gains were overshadowed by plant
closings such as that of Tyson/Jac Pac, which shut
down a plant in Manchester, shedding 550 jobs.26

Even with its precipitous decline in employment,
manufacturing still accounted for 13.0 percent of
employment in New Hampshire in 2003, exceed-
ing the averages of both New England and the
United States, each with 11.2 percent. New
Hampshire’s information industry also experienced
employment losses in 2003, shedding roughly 900

jobs, or 7.2 percent of its total employment.
Unemployment rates in New Hampshire offer

a positive indicator of economic performance.The
year 2003 saw declines in unemployment rates
both statewide and in several metro areas. With a
rate of 4.1 percent, New Hampshire recorded the
lowest rate of any New England state and the fifth
lowest rate in the nation.The state unemployment
rate in December 2003 was 0.5 percentage points
lower than in December 2002. Likewise, Manches-
ter, Nashua, and Portsmouth-Rochester all
witnessed declining unemployment rates. Statewide
initial unemployment insurance claims in Decem-
ber 2003 were down 20 percent compared with
December 2002.

During 2003, manufacturing workers who kept
their jobs experienced an average wage increase of
4.5 percent, up to $14.65 per hour, and a slightly
longer work week at just over 40 hours, compared
with 2002. Despite these increases, production
workers in New Hampshire were still paid about
$1.60 less than the New England average per hour
and worked an average of half an hour less per
week. Compared with a year earlier, total wages and
salar ies paid by New Hampshire employers
increased 3.6 percent in the third quarter of 2003,
fueling an increase of 3.4 percent in residents’ per-
sonal income.

New Hampshire’s real estate and housing mar-
kets had mixed performances. The repeat-sales
home price index was up 10.5 percent in the fourth
quarter of 2003 compared with the same quarter in
2002. Existing-home sales also experienced signifi-
cant growth in the fourth quarter, increasing 15.0
percent over the year-ago level and registering the
largest percentage increase in New England. Despite
these surges, average housing permits declined 4.2
percent in 2003, and the value of construction con-
tracts in New Hampshire fell 6.0 percent, the only
contraction in New England.

Exports from New Hampshire were up in the
aggregate by 3.6 percent in 2003, despite falling to
the state’s largest trading partners, Canada (1.6 per-
cent), the United Kingdom (2.2 percent), and
Germany (15.4 percent). Exports by industry painted
a brighter picture, as two of the state’s three largest
exporting industries experienced growth. Exports of

Overview

New Hampshire’s 2003 Economic 
Milestones

• New Hampshire capped off 2003 with the lowest
unemployment rate among the New England states
and the fifth lowest rate among the 50 states.

• New Hampshire showed more improvement in the
Coincident Economic Activity Index than any other
New England state. 

• The volume of existing homes sold in the Granite
State increased faster than that of any other New
England state.

• New Hampshire was the only state in the region
where the average value of construction contracts
declined over the course of 2003.



April 2004xiNew England Economic Indicators

Overview

computers & electronics grew 7.8 percent, and
machinery exports grew 0.9 percent, although
exports of electrical equipment fell 5.1 percent.

One indicator that clearly points to a recovering
economy in New Hampshire is the Federal Reserve
Bank of Philadelphia’s Coincident Economic Activi-
ty Index, which grew 3.0 percent in New
Hampshire between December 2002 and December
2003, the largest increase in New England. This
improvement (based on measures of employment,
unemployment, manufacturing work hours, and
wage and salary income) underscores the positive
signs of the New Hampshire economic recovery.

The economic recovery has translated into high-
er tax collections for the Granite State.Through the
first six months of FY2004 (July 2003 through
December 2003), revenues for New Hampshire’s
general and education funds increased $62 million,
or 8.5 percent, year over year.Although receipts from
the state’s largest source of tax revenue, business
taxes, were up only modestly at 1.4 percent, collec-
tions from the state’s second largest revenue source,
the meals and rooms tax, were up a more robust 4.3
percent. This revenue growth builds upon the
improved revenue performance observed throughout
FY2003, when collections totaled $2 billion, a 3.3
percent improvement over FY2002 levels.27 

While the full effects of New Hampshire’s eco-
nomic recovery have yet to filter out to every
sector, it is clear that the state economy developed
significant forward momentum in 2003.

—Nick Turner 

Rhode Island
The State of Rhode Island and Providence

Plantations continued its slow, but steady expansion
in 2003. Hampered by low consumer confidence, a
severe winter, and a rainy spring, the first half of the
year provided few signs of recovery. However, by the
end of December 2003, Rhode Island had the high-
est year-over-year rate of employment growth
among the New England states in construction,
financial activities, professional & business services,
and leisure & hospitality. Rhode Island was the only
New England state to experience job growth in the
transportation, warehousing & utilities sector. In all
of the above sectors, growth in the Ocean State out-

paced the U.S. average. In total, nonagricultural
establishments added 5,000 jobs over the course of
2003. This growth represented a 1.0 percent
increase, the highest among New England states and
equivalent to Rhode Island’s long-term average.

Although most of Rhode Island’s major indus-
tries saw employment growth between 2002 and
2003, some experienced differing patterns in the
first and second halves of 2003. Jobs in education &
health services, the state’s largest industry by
employment, saw year-over-year increases of more
than 4.0 percent in the first two quarters. Despite
slower growth in the second half of 2003, annual
average employment levels increased a solid 2.8 per-
cent. Average annual employment in the
construction industry increased 7.0 percent, adding
1,400 to the payrolls, even though job counts
declined in the first quarter. Professional & business
services expanded by 500 jobs, a 1.1 percent
increase, despite a rough first half of the year. Pell
Bridge token sales and passenger traffic at T.F. Green
Airport both rose in the latter half of 2003,28 sig-
naling a long-anticipated return of growth in
tourism, and annual average employment in the
leisure & hospitality industry increased by 1,300
jobs in 2003. Financial activities added 700 jobs.
Total government payrolls were essentially
unchanged during 2003, with increases at the local
level offsetting cutbacks to state employment.
Wholesale trade and retail trade employment levels

Rhode Island’s 2003 Economic
Milestones

• Rhode Island demonstrated the largest rate of job
growth among New England states in most major
industries, including the construction, financial
activities, professional & business services, leisure
& hospitality, and transportation, warehousing &
utilities sectors.

• Total nonagricultural payroll employment grew 1.0
percent over 2003, the highest rate of growth among
the New England states, and equal to Rhode Island’s
long-term average.

• The repeat-sales home price index was up a robust
17.5 percent, a rate more than double the nation’s
and the highest in the region.
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also remained flat.
Employment in the information sector

decreased slightly, to an annual average of 11,000
jobs. Manufacturing employment continued its
long-term downward trend, averaging 3,400 jobs
less in 2003 than in 2002. While this 5.5 percent
year-to-year decrease was not as severe as the loss
experienced in 2002, it was steeper than the 4.8
percent national decline. Rhode Island, like the
country as a whole, saw some jobs move overseas.
A.T. Cross, one of Rhode Island’s oldest manufac-
turing companies, announced it will shift all of its
manufacturing jobs to China by 2006.29 However,
Rhode Island’s losses in manufacturing and infor-
mation were the smallest percentage losses
experienced by states in the region.

The Ocean State’s year-end unemployment rate
fell from 5.4 percent in 2002 to 5.1 percent in
2003, remaining well below the national average of
5.7 percent. Rhode Island’s labor force filed 1.6 per-
cent fewer initial claims for unemployment
insurance in December 2003 than a year earlier.

Between the third quarters of 2002 and 2003,
Rhode Island’s total personal income growth of 3.9
percent exceeded the region’s growth rate and was
slightly above that of the nation. Contributing to
the rise, wage and salary disbursements increased 3.4
percent statewide. Despite rises of over 1.0 percent,
average weekly hours and average hourly earnings
of manufacturing production workers remained
below regional averages.

The repeat-sales home price index for Rhode
Island rose a robust 17.5 percent between the fourth
quarter of 2002 and the fourth quarter of 2003.This
pace was more than double that of the nation and
was the highest in the region. Home prices in the
Providence metro area rose more than 17 percent
over the course of the year, the steepest increase of
the 16 New England metro areas for which the
repeat-sales index is available. The median sales
prices of existing homes in the Providence metro
area finished 2003 at $240,700. One explanation for
the rapid price increases is a lack of supply. On aver-
age, Rhode Island issued 4.8 percent fewer housing
permits in 2003 than in 2002. By contrast, the aver-
age annual value of residential construction
contracts increased a dramatic 36.0 percent, vastly

outpacing the nation as a whole and all the other
New England states.

Exports from Rhode Island increased 5.0 per-
cent from 2002 to 2003. Exports of computer &
electronic products and miscellaneous manufactur-
ing, Rhode Island’s two largest exporting industries,
rose by 25.5 percent and 8.4 percent, respectively.
Exports of waste & scrap, the third largest exporting
industry in 2003, decreased 12.2 percent. Exports to
Canada and Singapore, the state’s leading export
destinations, increased 8.9 percent and 25.5 percent,
respectively. Exports to Mexico, the next leading
destination, decreased 10.8 percent.

After adjusting for some discrepancies, total
general revenues for Rhode Island increased 3.8
percent in the first half of FY2004 compared with
the same period of FY2003. The two largest rev-
enue components also grew. The adjusted growth
rate of personal income tax revenues was 2.0 per-
cent over the same period. Revenues from sales and
use taxes grew 4.0 percent in the first half of
FY2004 versus FY2003 (this growth could be
understated because of complexities surrounding
the remittance of some taxes).30 

Rhode Island’s Coincident Economic Activity
Index, as measured by the Federal Reserve Bank of
Philadelphia, performed well in 2003. Year-over-
year growth was 3.2 percent, the steepest in New
England and more than double the average increase
for all U.S. states. According to this index, the
Rhode Island economy barely stumbled in the
recession of 2001 and expanded fairly steadily
throughout 2002 and 2003.

— Thomas H. Back

Vermont
For New England’s smallest state economy,

2003 was modestly better than 2002. After losing
0.6 percent of total nonagricultural employment in
2002, and a further 0.6 percent over the first four
months of 2003, Vermont reversed its downward
employment trend, with the job count increasing
0.9 percent over the last eight months of the year.
While still well below its January 2001 peak of
303,600, Vermont’s December 2003 employment
level of 299,300 marked the first time since 2000

Overview
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that the state experienced a net gain in jobs for the
year. Furthermore, the state’s modest employment
growth rate in 2003 exceeded those of New Eng-
land and the nation, both of which recorded net
losses in employment.

The Burlington metropolitan statistical area
remained responsible for roughly one-third of the
state’s total payroll employment, finishing at 108,200
after a marginal decline of 0.1 percent over the
course of the year.The state’s other metropolitan area
for which employment data are available, Barre-
Montpelier, experienced a slightly faster decline,
with payrolls falling 0.3 percent, to 34,000 jobs.

While Vermont’s unemployment rate increased
0.5 percentage points over the course of 2003, its
December 2003 rate of 4.2 percent was still second
lowest in the region. After IBM, the state’s largest
private employer, laid off roughly 500 employees
from its Essex Junction plant in August,31 the Sep-
tember rate of 5.0 percent was the state’s highest
since March of 1994. Furthermore, there were 2,121
initial claims for unemployment insurance in Sep-
tember, the state’s highest recorded monthly total
since at least 1987.32 Initial claims actually declined
by 12.6 percent over the course of the year, howev-
er. Unemployment in the Burlington area remained
relatively low, with an average rate of 3.3 percent,
despite an increase of 0.3 percentage points over
2002. Hartford-Lebanon had an even lower annual
average unemployment rate, 1.8 percent, while

Newport had the state’s highest rate, 7.1 percent.
As was the case in New England and the

nation, the manufacturing sector in Vermont con-
tinued to suffer in 2003. Notwithstanding increases
in manufacturing workers’ average weekly hours
(0.1 percent) and hourly earnings (1.4 percent),
average annual employment in manufacturing was
7.3 percent lower than in 2002, declining faster than
in any other New England state. Within manufac-
turing, the weakest industry area was computer &
electrical equipment, which lost 1,350 jobs, or 12.3
percent, from 2002. Part of this loss can be attrib-
uted to IBM, the state’s largest non-government
employer, which cut around 500 jobs through attri-
tion in 2003, in addition to the above-mentioned
layoff.33 Retail trade was the next-biggest industry
loser, shedding 783 jobs, or 2.0 percent. Other job-
shedding industries included information (2.8
percent); transportation, warehousing & utilities (2.2
percent); and natural resources & mining (5.0 per-
cent).Vermont was also the only New England state
to experience a decline in leisure & hospitality
employment (1.3 percent). Gains in services were
led by health care & social assistance, which added
1,800 jobs, or 4.7 percent. Growth in government
employment was also rigorous, gaining 1,033 jobs,
or 2.0 percent, including a 425-job increase in state
government education (5.8 percent). Employment
also increased in construction (3.3 percent), whole-
sale trade (1.2 percent), financial activities (0.3
percent), professional & business services (0.2 per-
cent), and other services (0.1 percent).

Personal income grew 4.1 percent in Vermont
between the third quarters of 2002 and 2003, tying
Vermont and Maine for the highest rate of growth
among the New England states.Wage and salary dis-
bursements also grew 2.7 percent over the same
period, nearly twice the rate of growth seen in New
England as a whole.

House prices in Vermont continued to increase
as the repeat-sales home price index increased 12.2
percent between the fourth quarters of 2002 and
2003, slightly faster than in New England as a
whole. Existing-home sales increased by only 1.3
percent, however, compared with a 12.1 percent
increase for the region. Moreover, the average annu-
al number of housing permits issued in the state

Vermont’s 2003 Economic Milestones

• Total nonagricultural employment grew 0.3 percent
in 2003, but still ended the year 1.4 percent below its
pre-recession peak.

• Manufacturing and retail trade collectively lost
more than 2,000 jobs, declining faster than in any
other New England state.

• Total exports grew 4.2 percent, led by a $112 million
jump in exports of computer and electronics prod-
ucts.

• The state’s Coincident Economic Activity Index
rose 1.1 percent to 143.7, just shy of its pre-recession
peak.
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declined by 4.7 percent.The average monthly value
of residential construction contracts grew 3.5 per-
cent, helping employment grow in this sector.

Total exports from Vermont increased 4.2 per-
cent in 2003, more slowly than the growth rates for
New England and the United States. Exports of
computer & electronic products, making up rough-
ly three-fourths of the state’s total exports, grew by
nearly $112 million, a 6.0 percent increase. Exports
of machinery grew by almost $24 million, or 23.1
percent, while transportation equipment exports
declined by $12 million, or 13.3 percent.

General fund revenues in FY2003 totaled
$866.1 million, up 3.2 percent over the previous fis-
cal year. Growth was faster in the first six months of
FY2004, when revenues totaled $444.4 million, 7.3
percent higher than the same period in FY2003.
The fastest growing component was corporate rev-

enues, which in FY2003 grew to $28.6 million,
10.5 percent higher than in the previous year. In the
first six months of FY2004, corporate taxes were
$15.6 million, or 86.6 percent higher than in the
first six months of FY2003.34 

While Vermont’s slow rate of employment
growth in 2003 might indicate that the state still has
not recovered from the recession, the Federal
Reserve Bank of Philadelphia’s Coincident Eco-
nomic Activity Index suggests otherwise. After
declining in the first four months of the year,Ver-
mont’s index increased in seven of the remaining
eight months, finishing the year 1.1 percent higher
than its December 2002 level.The December 2003
level was only marginally lower than the state’s his-
torical high in July 2001.

— Eamon Aghdasi

Overview
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