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Conventional wisdom tells us that domestic manufacturing was replaced by 

foreign production sometime in the mid-1980s and that today most products, 

such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?

While it is true that the US economy today is more oriented toward services, 

as roughly two-thirds of consumer expenditures is indeed on services, 

manufacturing still produces significant economic activity.  Manufacturing output 
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Conventional wisdom tells us that domestic manufacturing was replaced by 

foreign production sometime in the mid-1980s and that today most products, 

such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?

While it is true that the US economy today is more oriented toward services, 

as roughly two-thirds of consumer expenditures is indeed on services, 

manufacturing still produces significant economic activity.  Manufacturing output 

net of intermediate goods amounted to $1.6 trillion in 2009.  But manufacturing’s 

share of the economy, as shown in the figure below, fell from 20 percent in 1980 

to below 12 percent in 2009.  Other sectors grew in importance and diminished 

the relative role of manufacturing.  This trend also holds when considering total 

manufacturing employment.  While there were roughly 18.5 million workers 

employed in manufacturing industries in 1980, today total employment has fallen 

below 12 million.  The use of technology, such as increased factory automation, 

has allowed firms to become more efficient and produce output with fewer 

workers.

The declines in employment and in manufacturing’s relative share of the total 
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Conventional wisdom tells us that domestic manufacturing was replaced by 

foreign production sometime in the mid-1980s and that today most products, 

such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?

While it is true that the US economy today is more oriented toward services, 

as roughly two-thirds of consumer expenditures is indeed on services, 

manufacturing still produces significant economic activity.  Manufacturing output 

net of intermediate goods amounted to $1.6 trillion in 2009.  But manufacturing’s 

share of the economy, as shown in the figure below, fell from 20 percent in 1980 

to below 12 percent in 2009.  Other sectors grew in importance and diminished 

the relative role of manufacturing.  This trend also holds when considering total 

manufacturing employment.  While there were roughly 18.5 million workers 

employed in manufacturing industries in 1980, today total employment has fallen 

below 12 million.  The use of technology, such as increased factory automation, 

has allowed firms to become more efficient and produce output with fewer 

workers.

The declines in employment and in manufacturing’s relative share of the total 

economy have not always gone hand in hand.  For instance, after the recession of 

the early 1990s, manufacturing employment grew strongly throughout the 

second half of the decade.  Its share of the economy fell nevertheless.  The 

recession of 2001 saw a dramatic decline in employment, which was never 

reversed and employment fell even further during the most recent economic 

downturn.
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such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?
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manufacturing employment.  While there were roughly 18.5 million workers 

employed in manufacturing industries in 1980, today total employment has fallen 

below 12 million.  The use of technology, such as increased factory automation, 

has allowed firms to become more efficient and produce output with fewer 
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The declines in employment and in manufacturing’s relative share of the total 

economy have not always gone hand in hand.  For instance, after the recession of 

the early 1990s, manufacturing employment grew strongly throughout the 

second half of the decade.  Its share of the economy fell nevertheless.  The 

recession of 2001 saw a dramatic decline in employment, which was never 

reversed and employment fell even further during the most recent economic 

downturn.
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Conventional wisdom tells us that domestic manufacturing was replaced by 

foreign production sometime in the mid-1980s and that today most products, 

such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?

While it is true that the US economy today is more oriented toward services, 

as roughly two-thirds of consumer expenditures is indeed on services, 

manufacturing still produces significant economic activity.  Manufacturing output 

net of intermediate goods amounted to $1.6 trillion in 2009.  But manufacturing’s 

share of the economy, as shown in the figure below, fell from 20 percent in 1980 

to below 12 percent in 2009.  Other sectors grew in importance and diminished 

the relative role of manufacturing.  This trend also holds when considering total 

manufacturing employment.  While there were roughly 18.5 million workers 

employed in manufacturing industries in 1980, today total employment has fallen 

below 12 million.  The use of technology, such as increased factory automation, 

has allowed firms to become more efficient and produce output with fewer 

workers.

The declines in employment and in manufacturing’s relative share of the total 

economy have not always gone hand in hand.  For instance, after the recession of 

the early 1990s, manufacturing employment grew strongly throughout the 

second half of the decade.  Its share of the economy fell nevertheless.  The 

recession of 2001 saw a dramatic decline in employment, which was never 

reversed and employment fell even further during the most recent economic 

downturn.

Regional data show a similar trend.  Over the last three decades, services, and 

in particular financial and business services, have gained in relative importance, 

and manufacturing has seen an even steeper decline than in the US overall.  

Regional manufacturing employment, once dominated by the textile industry, has 

fallen by approximately 55% over the last three decades and today the share of 

the local economy supported by primarily chemical, fabricated metals and 

electronics manufacturing is less than 5 percent.  New Jersey has been especially 
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Conventional wisdom tells us that domestic manufacturing was replaced by 

foreign production sometime in the mid-1980s and that today most products, 

such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?

While it is true that the US economy today is more oriented toward services, 

as roughly two-thirds of consumer expenditures is indeed on services, 

manufacturing still produces significant economic activity.  Manufacturing output 

net of intermediate goods amounted to $1.6 trillion in 2009.  But manufacturing’s 

share of the economy, as shown in the figure below, fell from 20 percent in 1980 

to below 12 percent in 2009.  Other sectors grew in importance and diminished 

the relative role of manufacturing.  This trend also holds when considering total 

manufacturing employment.  While there were roughly 18.5 million workers 

employed in manufacturing industries in 1980, today total employment has fallen 

below 12 million.  The use of technology, such as increased factory automation, 

has allowed firms to become more efficient and produce output with fewer 

workers.

The declines in employment and in manufacturing’s relative share of the total 

economy have not always gone hand in hand.  For instance, after the recession of 

the early 1990s, manufacturing employment grew strongly throughout the 

second half of the decade.  Its share of the economy fell nevertheless.  The 

recession of 2001 saw a dramatic decline in employment, which was never 

reversed and employment fell even further during the most recent economic 

downturn.

Regional data show a similar trend.  Over the last three decades, services, and 

in particular financial and business services, have gained in relative importance, 

and manufacturing has seen an even steeper decline than in the US overall.  

Regional manufacturing employment, once dominated by the textile industry, has 

fallen by approximately 55% over the last three decades and today the share of 

the local economy supported by primarily chemical, fabricated metals and 

electronics manufacturing is less than 5 percent.  New Jersey has been especially 

hard hit. Manufacturing accounted for roughly 27 percent of statewide 

employment in 1970; by 2008 the share had been reduced to barely 6 percent.  

What are the consequences of these trends for the national and regional 

economies?  Manufacturing jobs tend to be higher paid than their equivalent in 

the services sector.  For instance, the average manufacturing job in NJ pays 

approximately $71,000 annually compared to $55,000 for all other sectors 

combined.  Historically, these jobs tended to be a primary form of “middle class” 

employment.  Their overall decline has contributed to stagnating real wages and 

increasing income inequality.  The trend has also been magnified by falling 
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such as consumer electronics, apparel, and even automobiles, are increasingly 

produced in countries like China, Mexico or the Philippines.  But how much has US 

manufacturing actually declined in recent years?

While it is true that the US economy today is more oriented toward services, 

as roughly two-thirds of consumer expenditures is indeed on services, 

manufacturing still produces significant economic activity.  Manufacturing output 

net of intermediate goods amounted to $1.6 trillion in 2009.  But manufacturing’s 

share of the economy, as shown in the figure below, fell from 20 percent in 1980 

to below 12 percent in 2009.  Other sectors grew in importance and diminished 

the relative role of manufacturing.  This trend also holds when considering total 

manufacturing employment.  While there were roughly 18.5 million workers 

employed in manufacturing industries in 1980, today total employment has fallen 

below 12 million.  The use of technology, such as increased factory automation, 

has allowed firms to become more efficient and produce output with fewer 

workers.

The declines in employment and in manufacturing’s relative share of the total 

economy have not always gone hand in hand.  For instance, after the recession of 

the early 1990s, manufacturing employment grew strongly throughout the 

second half of the decade.  Its share of the economy fell nevertheless.  The 

recession of 2001 saw a dramatic decline in employment, which was never 

reversed and employment fell even further during the most recent economic 

downturn.

Regional data show a similar trend.  Over the last three decades, services, and 

in particular financial and business services, have gained in relative importance, 

and manufacturing has seen an even steeper decline than in the US overall.  

Regional manufacturing employment, once dominated by the textile industry, has 

fallen by approximately 55% over the last three decades and today the share of 

the local economy supported by primarily chemical, fabricated metals and 

electronics manufacturing is less than 5 percent.  New Jersey has been especially 

hard hit. Manufacturing accounted for roughly 27 percent of statewide 

employment in 1970; by 2008 the share had been reduced to barely 6 percent.  

What are the consequences of these trends for the national and regional 

economies?  Manufacturing jobs tend to be higher paid than their equivalent in 

the services sector.  For instance, the average manufacturing job in NJ pays 

approximately $71,000 annually compared to $55,000 for all other sectors 

combined.  Historically, these jobs tended to be a primary form of “middle class” 

employment.  Their overall decline has contributed to stagnating real wages and 

increasing income inequality.  The trend has also been magnified by falling 

national rates of unionization, although New York and New Jersey still are among 

the states with the highest union membership rates.  In the PA region, the decline 

of manufacturing as a major economic sector, especially in industries such as 

textiles and machine manufacturing, has paralleled growth in Wall Street and 

overall professional services.  The region greatly benefits from a strong banking 

and insurance industry, but the strength and dominance of these businesses may 

also mean a lack of diversification and increasing dependence on a narrow sector 

of the economy.  Manufacturing was once an engine driving growth and 

prosperity in the region; it no longer plays that role as its prominence has greatly 

diminished.

¹ Since the peak in June 2006, housing prices have fallen by 30.3 percent nationally and 
by 21.5 percent in the New York Region

2 For optimistic and pessimistic alternative forecasts please contact the Planning and Regional 
Development Department. 
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