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Excerpts from the Board
the global economic slowdown requires policymakers to take action.

Economic Currents: Diverging Destinies 
Michael Goodman and Robert Nakosteen
return to economic health is accompanied by diverging destinies, driven by inequalities 
in education, innovation, and incomes.

Letter from the President
Robert L. Caret

Reforming Municipal Aid in Massachusetts 
Bo Zhao and David Coyne
a “gap-based” approach to more rational, transparent allocation.

Film and Television Production in Massachusetts:  
The Beginning of Hollywood East? 
Pacey C. Foster and David Terkla, University of Massachusetts Boston
an examination of the structure and growth of the state’s film and television industry.

32 Endnotes: Rx for Municipal Aid Distribution —  
Greater Equity and Transparency
Yolanda K. Kodrzycki
rife with inequities, the current distribution of municipal aid does not stand 
up to scrutiny.
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F R O M  T H E  P R E S I D E N T

this issue of Massbenchmarks highlights the profound challenges facing the 
commonwealth. Massachusetts is clearly outperforming the nation as a whole and 
conditions could be worse; that, however, is little consolation for the families and 
regions that have been left behind during one of the most volatile and economically 
difficult periods in our nation and state’s history.

in the issue’s first article, uMass Professors Michael goodman and robert nakosteen 
remind us that regional inequality, while not a new phenomenon, has worsened in 
recent years and the bay state’s global leadership in the innovation economy has yet 
to benefit many of our working families and communities in regions outside greater 
boston. the diverging destinies of our regions and people represent a troubling 
trend that deserves more attention from both our elected officials and business and 
labor leaders.

to paraphrase former White House chief of staff rahm Emanuel: we must never 
let a crisis go to waste for difficult times frequently offer us an opportunity to make 
important changes. bo Zhao and david coyne of the federal reserve bank of boston 

identify such an opportunity in their analysis of the municipal aid funding formula. as boston 
fed vice President and Massbenchmarks co-Editor Yolanda Kodrzycki rightly note in this 
issue’s Endnotes, “the reform described by Zhao and coyne moves Massachusetts toward a 
more justifiable distribution of municipal aid while not cutting any community’s existing aid 
from what it received in the previous year.” 

Elsewhere in this issue, uMass boston Professors Pacey foster and david terkla take a 
careful look at the current structure and recent growth of the film and television industry in 
Massachusetts. they argue that recent growth in this industry, fueled in part by a substantial 
state tax credit program, has resulted in the emergence of niche sectors that appear robust 
enough to withstand a reduction in what have been very costly subsidies to producers and 
filmmakers. this is an important contribution to a critical and ongoing debate about the costs 
and benefits of state tax incentives as a means of spurring economic activity and job creation 
in Massachusetts.

as it has for over ten years, Massbenchmarks provides the bay state’s elected officials and 
business and labor leaders with informative and thought-provoking analysis of critical social 
and economic policy issues facing our commonwealth. informing is one way the university of 
Massachusetts lives up to its public service mission each and every day. by both providing access 
to the educational pathways increasingly required for success in the contemporary economy 
and continuing to fuel the state’s innovation economy through cutting-edge research and 
development activities, uMass remains committed to extending economic opportunities to 
every corner of our commonwealth.

robert l. caret, President



MassBenchmarks

he Massachusetts economy, following a period of faster-than-national growth coming out of 
the recession, is showing clear signs of slowing. to date, information technology, software 
development, high-technology manufacturing, and other components of the Massachusetts 

high-tech sector have tapped into growing global demand and have allowed the state to outperform the 
nation over the past year. More recently, the demand for these products and services has flattened out, 
and this development is expected to slow state growth in coming months.

Even in the face of encouraging growth in gross state product, recovery in the commonwealth’s labor 
market has been agonizingly slow. Massachusetts never regained its 2001 employment peak before 
shedding more jobs in the recent recession, and even with net gains since summer 2009, the state’s job 
tally remains about 150,000 below that peak level. unemployment, while lower than at its peak, remains 
troublingly high. the average duration of unemployment in 2011 has reached 35 weeks, the highest in 
recorded state history. all segments of the population are suffering from long-term unemployment: young 
workers, including recent college graduates; middle aged workers, especially those who worked outside 
the high technology sector; and workers who are approaching retirement age, and face the prospect of 
forced early retirement with too few resources for a comfortable life. in addition, there has been a sharp 
rise in “hidden unemployment”: a decline in the estimated size of the active labor force this year implies 
an increase in the discouraged unemployed; and during the first eight months of this year, over 200,000 
workers were employed part-time even though they wanted full time work. 

future prospects are clouded by factors outside of the state. nationally, businesses large and small are 
awaiting customers before they start hiring. Households with high debt levels, insecure employment 
futures, and reduced wealth levels, are reluctant to spend. the state’s defense contractors and research 
community await possible bad news regarding future federal government budgets. the Euro currency zone 
is in the grip of a serious crisis, one that could spread quickly across the atlantic to Massachusetts, with 
consequences that are very difficult to predict. in addition to the possible effects of financial contagion, 
stagnation in Europe affects the state through our export markets. 

the Massbenchmarks Editorial board calls upon federal policy makers to address our economic 
circumstances with renewed vigor. recent revisions of federal economic statistics make clear that the 
downturn that began in 2008 was much deeper than policy makers realized at the time. With monetary 
policy now nearing the limit of its effectiveness, we urge that the political deadlock that has been blocking 
additional fiscal policy measures be broken. it is clear that the economy is not going to heal itself, and 
that fiscal austerity in the short run will only prolong the economic suffering. the economically prudent 
policy — more fiscal stimulus in the short run coupled with deficit reduction that takes effect as the 
economy recovers — can be achieved if we can reach political consensus. 

this summary reflects the Massbenchmarks editorial board’s consensus about the current state of the 
Massachusetts economy in september of 2011. 

Prepared by Executive Editor robert nakosteen.                                                        September 23, 2011
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Economic currEnts T h e  S T a T e  o f  T h e  S T a T e  e c o n o m y

Mi c h a e l Go o d M a n a n d Ro b e Rt na k o s t e e n

The STaTe’S overall economic recovery maSkS widening inequaliTy in educaTion, 

innovaTion, and incomeS, aS well aS growing regional imbalanceS.

Diverging Destinies:  
The Commonwealth’s Relatively Robust but 

Imbalanced Economic Recovery
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Economic currEnts T h e  S T a T e  o f  T h e  S T a T e  e c o n o m y

Note: Shaded areas indicate U.S. recessions    

Sources: U.S. Bureau of Labor Statistics, Establishment Survey data, seasonally adjusted; National Bureau of Economic Research

Figure 1. Massachusetts has experienced a more rapid recovery in total employment than the U.S. 
Total Nonfarm Employment, Seasonally Adjusted

balance sheet problems for both business and households; 
experience with balance sheet recessions is that they last 
longer and recover more slowly (once recovery begins) 
than recessions brought about by other factors.1 

Productivity and its Discontents

the recovery to date has been characterized by consumers 
who are reluctant to spend and businesses that are reluc-
tant to hire, factors that have conspired to reduce house-
hold consumption and economic activity in a number of 
key sectors. consequently, in consumer-sensitive sectors it 
has largely been a relatively jobless recovery. Even as busi-
ness prospects improve, albeit at a measured pace, many 
employers have been able to squeeze additional output 
from a static employee base. their continued ability to 
do so has allowed for steady economic expansion without 
comparable growth in employment. 
 While much of the growth in productivity can be 
attributed to the growing importance of the state’s high 
productivity industries as growth drivers, many workers 
have not yet seen the benefits of this growth, a phenom-
enon referred to by some analysts as the compensation-
productivity gap.2 nationally, the labor share of income 
— the share of output received by workers as compensa-
tion — which had averaged 64.3 percent between 1947 
and 2000, fell to a historical low of 57.8 percent in the 
third quarter of 2010.3 

 in an environment of relatively slow job and very little 
wage growth, it is not surprising that a statewide public 
opinion poll4 conducted earlier this year found that nearly 

A Robust Recovery . . . for Some

in many respects, the Massachusetts economy appears 
to be moving in the right direction. in the first quarter 
of 2011, the Massbenchmarks current Economic index 
estimated that gross state product expanded at an annual 
rate of 4.2 percent, over twice that of the nation during 
the same period. in recent quarters the commonwealth 
has settled into a pattern of growth consistent with, and at 
times faster than, national economic growth. 
 for well over a year the state economy has been on 
the mend, and this appears to be continuing. the state 
labor market, which lost nearly 143,000 jobs from its pre-
recession peak in March 2008, has regained over 85,000 
of those jobs since its low point in august 2009. While the 
national labor market weakened notably in May and June, 
the state’s unemployment rate, which peaked at 8.8% late 
in 2009 fell to 7.6% in July of 2011. 
 However, particularly noteworthy about this recov-
ery is that the state has exceeded and nation has nearly 
recovered its prerecession level of real gross product (the 
dollar value of all goods and services produced, adjusted 
for inflation). and yet, the nation is producing this prod-
uct with an employment level that has dropped by nearly 
7 million since the onset of the recession, while the state 
is achieving its output with almost 60,000 fewer workers.
 this phenomenon highlights some important aspects 
of the nature of the recession as well as the recovery that 
we are now experiencing. the trigger for the recession was 
the financial crisis that followed a precipitous fall in asset 
prices, house prices foremost. this event led to serious 
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one in three Massachusetts households (31.6 percent) 
were worried that they or a member of their household 
could lose their job in the next three months. nearly two-
thirds of bay state households reported being very con-
cerned about jobs (65.0 percent). this level of anxiety in 
the face of what in aggregate terms has been a relatively 
robust recovery is particularly striking.  
 this anxiety is not entirely misplaced. While monthly 
initial claims for unemployment have declined to a level 
that makes it appear as if the worst of the private sector 
layoffs are behind us, the lack of demand for workers in a 
number of key industries appears to be weighing heavily 
on the willingness of workers to demand wage increases 
or seek alternative employment opportunities as would be 
normally expected given the pace of the current economic 
expansion and slow wage growth. 
 

The Innovation and Education Divide

the bay state’s knowledge-intensive industries have been 
the recipients of substantial investment and the beneficia-
ries of growing demand for their productivity-enhancing 
products and services. this has been largely responsible 
for the commonwealth’s growth premium of late. note 
that this is very much a national phenomenon and that 
in many respects the ability of the Massachusetts econ-
omy to outperform the united states in employment and 
output growth is the result of its leadership in the global 
innovation economy. the firms and workers most directly 
benefitting from this growth are largely in eastern Mas-
sachusetts, primarily in the greater boston region. Job 
opportunities in these industries typically require a post-

Sources: U.S. Bureau of Labor Statistics; calculations by authors

Figure 2. Massachusetts monthly initial claims for unemployment benefits  
have been on a downward trend

Initial Claims in Massachusetts, Not Seasonally Adjusted, Moving Annual Average

secondary education, particularly for those occupations 
that pay wages required for a middle class standard of liv-
ing in the state’s higher cost of living areas where many of 
these firms and job opportunities are located. 
 although not new, this pattern of development has 
become more pronounced in the current economic recov-
ery in part as a result of the growing importance of the 
innovation economy as a growth driver. a parallel devel-
opment has been the continuing struggle of many of the 
industries that have traditionally provided quality job 
opportunities to the less well-educated members of the 
labor force.  
 for many years, the rapidly growing sectors of the 
state economy have rewarded their employees with high 
incomes, including in some cases generous bonuses. these 
sectors include financial services, information technology 
and software development, health care, professional and 
business services, and private education. 
 in contrast, industries that have traditionally offered 
more blue-collar paths to middle-class prosperity, such as 
traditional manufacturing and construction, continue to 
struggle and, despite some signs of life in recent months, 
remain well below their prerecession employment levels. 
ongoing fiscal pressures are expected to lead to further 
layoffs in state and local government. Expected layoffs of 
teachers, police officers, firefighters and other municipal 
workers will put further pressure on working families that 
rely on these jobs for their livelihoods and that have neither 
the skills nor the physical proximity to the sectors that have 
been growing and where economic opportunity exists. 
 not surprisingly, workers with higher levels of edu-
cational attainment are faring much better than their less 
well-educated counterparts and communities with a high 
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Source: U.S. Bureau of Economic Analysis

Figure 3.  Investment in equipment and software continues to grow at double-digit rates
Real Nonresidential Investment

share of well-educated residents have been sharing in this 
success. as can be seen in figure 5, much of urban Massa-
chusetts continues to struggle economically as reflected in 
their higher, in some cases much higher, unemployment 
rates, especially in communities with low educational 
attainment. Without the presence of growing employ-
ment sectors and with their traditional sources of employ-
ment continuing to struggle, these cities face profound 
economic development and educational challenges. 
 the destinies of the commonwealth’s regions and 
communities are diverging rapidly and this growing 
inequality appears to have been reinforced and acceler-
ated by the current economic recovery. Many of the state’s 

communities, including but not limited to its gateway cit-
ies, face the dual challenge of having no substantial con-
nection to the Massachusetts innovation economy. they 
lack a workforce with the necessary education and skills to 
successfully compete in an economy where job opportuni-
ties in construction, traditional manufacturing, and state 
and local government are scarce.
 the patterns of economic development during the 
current economic recovery help to highlight what has been 
a longer-term trend of increasing inequality in Massachu-
setts. these divergent destinies of the commonwealth’s 
people, regions, and industries can be clearly seen in the 
changing distribution of family income in Massachusetts.

Note: Shaded areas indicate U.S. recessions

Source: U.S. Bureau of Labor Statistics, Establishment Survey data, not seasonally adjusted

Figure 4.  A Tale of Two Sectors
Index of Construction and Information Wages and Salaries in Massachusetts



MassBenchmarks 2011 • volume thirteen issue two8

enjoyed considerably stronger income growth, closely fol-
lowed by those families in the next highest income quin-
tile. income growth for the bottom 40 percent of Massa-
chusetts families was significantly slower, leading to greater 
inequality over time. However, while income growth was 
not equal during this period, all five quintiles experienced 
real income growth during the 1980s and 1990s. 
 between 1999 and 2008, income growth slowed 
notably even for the highest-income families. income 
growth in the first eight years of the new century was slow 
but positive for higher income families but at the lower 
end of the income scale, the picture was far different. in 
real terms, incomes fell between 1999 and 2008 for fami-
lies earning the 2008 state median of $81,258 or less.
 growing inequality in family incomes in Massachu-
setts is further illustrated by the growing ratio of median 
incomes of the top 20 percent of families and their neigh-
bors in the bottom fifth of the family income distribution. 
as can be seen in figure 7, in 1979 the median income of 
the highest quintile of families was just over 6 times that 
of the lowest. between 1980 and 2008, this ratio grew by 
over 40 percent to nearly 8.6 to 1.
 rising inequality has been a fact of life in all regions of 
the commonwealth since 1980. However, the steepest rise 
in inequality has been in the greater boston region, where 

Income Inequality in Massachusetts, 
1979–2008

 

Widening income inequality is a national phenomenon 
and the experience of Massachusetts looks very similar to 
that of the u.s. according to a recent census bureau anal-
ysis.6 according to the census bureau, in 2009, the gini 
coefficient for Massachusetts — a measure of the inequal-
ity of a distribution where zero represents perfect equality 
and 100 represents perfect inequality — was 46.8, statisti-
cally indistinguishable from the u.s., which had a gini 
coefficient of 46.97 during the same period. 
 the pattern of changing income distribution in Mas-
sachusetts since 1980 can be seen in figure 6, which 
divides families into quintiles based upon their income. 
the median family income is used to describe the income 
of the 20 percent of bay state families in each quintile. all 
data are in 2009 dollars. 
 the pattern that emerges had been identified previ-
ously8 but has become more pronounced in recent years. 
between 1979 and 1999, all quintiles experienced real 
growth in family median income. However, this growth 
was not equally distributed, as the top income group 

Note: This figure shows the top twenty-five largest cities (in total population) according to both Decennial Census 2010 and AFF ACS 2005-2009 plus three additional Gateway Cities

Sources: U.S. Census Bureau, American Community Survey 2005-2009 and Decennial Census 2010; Massachusetts Division of Unemployment Assistance, LAUS series; calculations by UMass 

Donahue Institute             

    

Figure 5. The Education Gap: Major Massachusetts Cities
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Note: Adjusted to 2009 dollars

Sources: U.S. Census Bureau, American Community Survey 2009 and Decennial Census 1980, 1990, 2000; calculations by UMass Donahue Institute

Figure 6. Massachusetts Median Family Income by Quintile

Source: U.S. Census Bureau, Decennial Census and American Community Survey; calculations by UMass Donahue Institute

Figure 7.  Rising Income Inequality in Massachusetts: 1979 to 2008
Ratio of Median Family Income: Highest Quintile to Lowest Quintile

in 2008 the median family income in the top fifth of families 
was ten times that of their counterparts in the bottom fifth.
 strikingly, in the Pioneer valley and berkshire regions, 
in real terms the median income of families in the lowest 
income quintile is now well below 1979 levels — falling 
from just above $20,000 in each region in 1979 to just 
below $16,000 in 2008 (or 24 and 29 percent respec-
tively). in stark contrast, the median family income in 
the highest income quintile in greater boston grew from 
$150,295 in 1979 to $232,879 in 2008, a real increase of 
55 percent. While the experience of greater boston and the 
two Western Massachusetts regions stand out, the pattern 
of rising real incomes in the top quintile and flat or declin-
ing incomes in the bottom quintile is evident in each of the 
seven principal economic regions of the commonwealth. 
 rising income inequality across Massachusetts reflects a 
divergence of the destinies of many bay state families, com-
munities, and regions. While this pattern is by no means new, 

it is clear that recent events have served to exacerbate the 
inequality that has become a disturbing fact of life in the con-
temporary Massachusetts economy.  

Continued Housing Market 
Woes Weigh on the Recovery

While the Massachusetts economy is showing no signs of 
slowing, a number of risk factors weigh heavily on the sus-
tainability of the commonwealth’s economic recovery. a 
major concern continues to be the condition of the hous-
ing market.

Housing prices are continuing to decline 
the housing slump in Massachusetts is now in its sixth 
year. according to the latest s&P case-shiller Home 
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Price indices (March 2011), home prices 
are continuing to decline both nationally 
and in the Metro boston area, where home 
prices have fallen 16.1 percent from their 
peak and have now fallen back to levels last 
seen in february of 2003. about 15 per-
cent of Massachusetts homeowners with 
mortgages are underwater, owing more on 
their homes than their homes are worth in 
today’s market.9

 While being in a negative equity posi-
tion does not mean that homeowners will 
default,10 it definitely makes these households 
more vulnerable to default in the event of a 
disruption of their income (job loss, divorce, 
death, etc.) and, in light of continuing diffi-
culties in the labor market, is not an encour-
aging sign. 

Price declines have not 
appreciably improved affordability 
the pattern in price levels similarly highlights 
the different trajectories of the national hous-
ing market and states with the worst housing 
bubbles compared with Massachusetts.
 as figure 9 illustrates, absolute price lev-
els in Massachusetts rose significantly higher 
during the so-called housing bubble period 
and have declined more slowly during the 
downturn. 
 that price declines have been relatively 
moderate is, of course, not much consolation 
to the thousands of homeowners across the 
commonwealth who have lost their homes to 
foreclosure. it does, however, help to explain 
how we could be experiencing price declines 

1979

1979

1989

1989

1999

1999

2008

2008

Table 1.  
Median Family Incomes by Quintile and Region

Note: Adjusted to 2009 dollars

Sources: U.S. Census Bureau, American Community Survey 2009 and Decennial Census 1980, 1990, 2000; calculations by UMass Donahue Institute

1st Quinitle

5th Quintile

1st Quinitle

5th Quintile

1st Quinitle

5th Quintile

1st Quinitle

5th Quintile

Year Median 
Grouping

Mass. Berkshire Cape and 
Islands

Central Greater 
Boston

Northeast Pioneer  
Valley

Southeast

$22,452

$136,099

$24,686

$165,982

$24,972

$192,601

$22,688

$194,899

$22,260

$122,462

$22,032

$134,961

$21,784

$143,455

$15,792

$130,032

$22,372

$121,903

$23,146

$142,439

$26,964

$163,910

$25,187

$168,912

$23,026

$122,702

$24,628

$146,285

$23,843

$159,925

$22,988

$167,913

$22,691

$150,295

$26,287

$190,156

$26,566

$226,964

$23,188

$232,879

$24,591

$138,654

$26,707

$170,927

$28,027

$204,556

$25,986

$199,656

$20,983

$119,811

$19,566

$136,118

$20,456

$144,783

$15,992

$139,927

$21,749

$122,542

$24,357

$148,231

$22,846

$157,800

$21,989

$160,916

Note: The median of each quintile is used as the basis for the calculations

Sources: U.S. Census Bureau, American Community Survey 2009 and Decennial Census 1980, 1990, 2000; 

calculations by UMass Donahue Institute

Figure 8. Ratio of Highest to Lowest Family 
Income Quintile by Region

Massachusetts

Greater Boston

Pioneer Valley

Berkshire

Northeast

Southeast

Central 

Cape and Islands

8.6

10.0

8.8

8.2

7.7

7.3

7.3

6.7

6.1

6.6

5.7

5.5

5.6

5.6

5.3

5.4

1979 Ratio of Highest to Lowest Quintile 2008
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of this magnitude without improving affordability in any 
significant way.
 two articles in a recent issue of Massbenchmarks11 
help to shed light on how this seemingly counterintuitive 
situation is playing itself out. they remind us that it is not 
absolute price levels but the relationship between prices 
and incomes that is the key to affordability. as discussed 
above, prices have only fallen to 2003 levels and income 
growth for most households has been anemic in recent 
years. that is not a recipe for greater housing affordability 
for the vast majority of households in Massachusetts.
 While price declines to date have undeniably created 
opportunities for potential buyers with relatively high 
incomes and good credit, for most renters, homeowner-
ship in Massachusetts remains well out of reach and tens of 
thousands of households (owners and renters) across the 
commonwealth continue to spend greater than 50 percent 
of their income on housing costs.12

Foreclosures are putting 
downward pressure on housing prices
foreclosures in Massachusetts are no longer simply an 
urban problem. as the Massachusetts Housing Partner-
ship’s foreclosure Monitor noted late last year, “the grad-
ual movement of distressed properties away from urban 
areas has reached a tipping point as there are now more 
distressed units in the suburbs and rural communities.”13 
 the spread of bank-owned properties (rEos) has 
the insidious effect of muting a recovery in housing prices 
in many areas of the state. the heavy price discounting 
typically associated with these kinds of properties makes 

it more difficult for both traditional home sellers and for 
homeowners who have seen their home equity dwindle 
and in a significant number of cases disappear altogether. 
 this helps to fuel a vicious circle in which declining 
prices threaten to push more households into a nega-
tive equity position and combined with an uncertain job 
market provides prospective buyers with a strong incen-
tive to either use their market power and/or wait for 
further price declines. additionally, the most common 
ways in which comparable sales data are used in mort-
gage lending make it difficult for buyers who may be 
willing to pay more to obtain financing and further limit 
the potential for price appreciation. While Massachusetts 
is clearly in much better shape than many other states in 
this regard, it is by no means immune from the impact of 
these forces.

Low housing production is weighing on the 
embattled construction industry
Even during good times Massachusetts does not produce 
a lot of housing, in part due to our archaic land-use regu-
lations and zoning codes and widespread local resistance 
to development of any kind, especially the types of units 
that can house workers and their families.
 While the housing market in Massachusetts remains 
moribund, the commonwealth still has thousands fewer 
housing units than are required for a healthy market given 
expected job and population growth.14 this structural 
shortfall serves to keep housing less affordable and makes 
it more difficult to attract and retain the next generation 
of workers and their families. if the bay state is able to add 

Note: Shared areas indicate U.S. recessions

Sources: Case Shiller House Price Index; National Bureau of Economic Research

Figure 9.  Despite declines, housing prices in Massachusetts remain high
House Price Indices for Massachusetts, Florida, Nevada, Arizona and the United States

e c o n o m i c  c u r r e n T S
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Note: Shaded areas indicate U.S. recessions

Source: U.S. Census Bureau

Figure 10.  Housing starts remain at low levels
New Private Housing Units Authorized by Building Permit for Massachusetts

 bailouts from the European union have been condi-
tioned on severe government spending reductions, further 
depressing the economies of these countries. the u.s. 
and Massachusetts could be victimized by these devel-
opments both through a financial channel and through 
an export channel as slowing growth or outright decline 
reduces demand for our exports abroad.
 closer to home, fiscal imbalances at the federal level 
are expected to lead to budget cutbacks, which can be 
expected to reduce the flow of federal dollars into the 
bay state’s defense contractors and research institutions 
in future years. Massachusetts has historically received its 
disproportionate fair share of defense appropriations and 
science funding and is especially vulnerable to budget cut-
backs in these two areas.
 that said, in many respects the Massachusetts econ-
omy is well positioned for future growth. it is home to the 
best-educated workforce in the nation, it benefits from 
the presence of some of the world’s leading universities 
and research institutions, and it is a global leader in many 
of the knowledge-intensive industries that have been and 
are expected to be growth drivers in the future. 
 the commonwealth has been well served by key 
investments in its K-12 educational system and innova-
tion economy, both of which have been strategic priori-
ties for nearly two decades. However, it is painfully appar-
ent that many of the people and regions of the state are 
being left behind as the commonwealth leads the nation 
out of one of the worst recessions in recent memory and 
prepares to meet the challenges of a volatile and competi-
tive global economy. 
 it will take a long-term and persistent effort to 
extend economic opportunity to a broader array of the 
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jobs more rapidly than is expected, this shortfall will only 
grow larger in the absence of key policy reforms. 
 Making it easier to develop more housing would have 
short-term economic advantages as well. recent studies15 
have documented the substantial impact that home con-
struction has on the local and regional economy. signifi-
cantly, the industries and workers that would most directly 
benefit from more residential development were hardest 
hit during the recession and have yet to experience many 
of the benefits of the economic recovery. 
 undoubtedly our inadequate housing supply com-
bined with a dramatic decline in housing starts has helped 
to limit housing price declines in Massachusetts. However, 
the large reductions in real estate development activity have 
taken a serious toll on the blue-collar end of the national 
and Massachusetts labor markets leading to what andy 
sum and his colleagues at northeastern university recently 
referred to as a depression in blue-collar labor markets.16

Concluding Thoughts

We are living in very uncertain times. in many respects, 
Massachusetts is at the mercy of economic forces beyond 
its control and to events transpiring beyond its borders. 
turmoil in the Middle East and northern africa has led 
to higher fuel prices, sapping household incomes at a criti-
cal time in the recovery. the European union sovereign 
debt crisis has the potential to transmit a new financial 
crisis across the atlantic. led by the dire circumstances of 
greece, a number of European governments are on very 
shaky fiscal ground. 
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commonwealth’s regions and residents in the years to 
come and in so doing bring more balance to the Mas-
sachusetts economy. reducing the achievement gap and 
improving the quality of K-12 education in our cities and 
low-income rural areas will be a prerequisite for future 
growth and development in our most challenged areas. 
improvements in infrastructure, both physical and civic, 
also are sorely needed in many of the state’s struggling 
regions and communities. 
 improving the economic opportunities for the regions, 
communities, and hundreds of thousands of Massachusetts 
families that still await a chance to fully participate in the 
current economic recovery will not be easy and will not 
happen overnight. but if Massachusetts is to improve its 
ability to compete in the global economy and fulfill the 
promise of being a commonwealth, reconnecting destinies 
of regions and residents in every corner of the state must 
become a higher priority for the bay state’s elected offi-
cials, business, and labor leaders. 
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local governments in Massachusetts are responsible for 
providing fire and police safety, emergency medical ser-
vices, road maintenance, and many other municipal ser-
vices. these services are essential to the local economy for 
individuals and businesses alike, and also play an impor-
tant role in sustaining the state’s economic competitive-
ness. state government in Massachusetts distributes unre-
stricted aid with an express goal of helping to equalize the 
ability of cities and towns to provide these services.1 How-
ever, many local officials are concerned that the state is not 
targeting this aid effectively to communities that need it 
most, and have therefore called for municipal aid reform.2 
 this article explores the concerns of local officials 
and suggests an approach for reforming municipal aid. We 
identify a measure of the need for municipal aid — the 
“municipal gap” — based on factors outside the control 
of local officials. We then use the municipal gap to evalu-
ate the state’s distribution of unrestricted general gov-
ernment aid relative to need for aid in fiscal year (fY) 
2011. furthermore, we suggest a gap-based approach to 
allocating municipal aid more rationally and more trans-
parently—and without redistributing current aid. 

How Can We Measure Need for Municipal Aid?
a recent publication from the federal reserve bank of 
boston constructs the municipal gap, a measure of a com-
munity’s relative need for municipal aid.3 the municipal 
gap is the difference between the costs of providing basic 
municipal services (“municipal costs”) and the ability of a 
city or town to raise revenue locally to pay for those ser-
vices (“municipal capacity”). Municipal costs and capac-
ity are not actual local spending and revenues, but are 
based instead on local economic and social characteris-
tics outside the control of local officials. our approach 
avoids rewarding wasteful spending and punishing effi-
cient management. 
 We used a statistical approach to explore an extensive 
list of local characteristics that may affect per capita costs 
of municipal services provided by all cities and towns. our 
analysis finds four robust cost factors: population density, 
the poverty rate, the unemployment rate, and the num-
ber of per capita jobs in the municipality. there are many 
reasons why these factors contribute to municipal costs. 
for example, residents of a community with a higher pov-
erty rate may not be able to afford the maintenance and 
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safety modernizations to homes that residents of a higher-
income community can, raising the risk of fire and break-
ins. the number of per capita jobs measures the number 
of commuters coming into the municipality on a regular 
basis. these commuters require municipal services, such 
as well-maintained roads and police and fire protection, 
and thus increase a community’s municipal costs.
 Municipal capacity is driven primarily by the ability 
to raise local property taxes. through a statistical analysis 
of Massachusetts data, we find that that ability is affected 
by both taxable residential and nonresidential property 
values, as well as the personal income of local residents. 
in addition to property tax capacity, we include other 
local revenue sources in the measure of municipal capac-
ity, such as motor vehicle excise, local hotel/motel excise, 
urban redevelopment excise, local share of racing taxes, 
and state government payments in lieu of taxes for state-
owned land. However, we must subtract state-required 
local contributions to public schools and other required 
assessments or charges for regional planning agencies, and 
regional transit, etc. from municipal capacity, since those 
moneys are not available to fund municipal services.
 different types of communities fare differently 
according to the measure of municipal costs and capac-
ity. to illustrate this, we construct five prototype com-
munities based on some actual Massachusetts cities and 

towns: large city, rural town, job-center suburb, higher-
income residential suburb, and resort town. With respect 
to municipal costs, the large city prototype has the highest 
per capita municipal costs, due to higher population den-
sity, poverty rates, and unemployment rates. the higher-
income residential suburb prototype, however, experi-
ences much lower per capita municipal costs, because 
those types of communities tend to have lower poverty 
rates and unemployment rates, and are also home to fewer 
jobs per capita (table 1). 
 in terms of municipal capacity, the rural town pro-
totype suffers from lower municipal capacity than other 
communities, since it has lower taxable property values 
and income per capita. this drives the rural town proto-
type to have a per capita municipal capacity over 40 per-
cent smaller than the average Massachusetts community. 
on the other hand, a prototypical resort town enjoys a 
per capita municipal capacity almost four times larger than 
the average Massachusetts community, because it contains 
many valuable taxable properties, although its income 
level is close to the state average (table 2). 
 because of the large difference in municipal costs 
and capacity across communities, Massachusetts cities and 
towns face a wide range of municipal gaps. as figure 1 
shows, large city and rural town prototypes have higher 
municipal gaps than other types of cities and towns. this 

Large City 

Rural Town

Job-Center Suburb

Higher-Income Residential Suburb

Resort Town

Average MA Community

0.35

0.29

0.99

0.21

0.54

0.49

6.87

4.68

3.54

2.60

5.32

4.90

Table 1. Municipal Cost Factors of Prototype Massachusetts Communities 
(FY 2007)

Jobs 
per Capita

Note: Per capita municipal costs = 28.0 x population density + 19.8 x poverty rate + 81.0 x unemployment rate + 272 x jobs per capita + 570.2. 
The Large City prototype is based on Lawrence, Lowell, Lynn, New Bedford, Springfield, and Somerville. The Resort Town prototype is based on Eastham, Edgartown, 
Nantucket, Orleans, Stockbridge, and Williamstown. The Job-Center Suburb prototype is based on Andover, Braintree, Canton, Natick, and Westborough. The Rural Town 
prototype is based on Ashby, Ashfield, Blandford, Clarksburg, Huntington, Lanesborough, Oakham, and Whately. The Higher-Income Residential Suburb prototype is based 
on Belmont, Carlisle, Dover, Lincoln, and Wayland. The average MA community is defined as a hypothetical community experiencing the weighted average among 351 Mas-
sachusetts cities and towns (weighted by population size) for municipal cost and revenue capacity factors.

Population Density 
(thousands per square mile)

Poverty Rate 
(%)

Unemployment Rate 
(%)

Municipal Costs 
($ per Capita)

8.84

0.08

1.55

1.42

0.25

4.02

22.82

5.39

3.84

2.84

7.16

9.93

1,921.39

1,135.96

1,245.32

933.67

1,296.72

1,410.86

C O S T  F A C T O R S

Because of the large difference in municipal costs and capacity across communities, 
Massachusetts cities and towns face a wide range of municipal gaps.
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Large City 

Rural Town

Job-Center Suburb

Higher-Income Residential Suburb

Resort Town

Average MA Community

704.05

1,022.68

2,019.94

3,144.90

4,657.66

1,457.51

16,372.30

23,656.71

45,762.15

123,235.25

35,629.81

33,240.16

Table 2. Municipal Capacity Factors of Prototype Massachusetts Communities 
(dollars per capita, FY 2007)

Property Tax 
Capacity

Note: Municipal revenue capacity = property tax capacity + other local revenue capacity - required reductions in capacity. Property tax capacity = 0.0142 x (taxable 
residential property value)2/3 x (income)1/3 + 0.0126 x taxable nonresidential property value (all in per capita terms). The sources for other local revenue capacity include 
motor vehicle excise, local hotel/motel excise, urban redevelopment excise, local share of racing taxes, and state government payments in lieu of taxes for state-owned 
land. Required reductions in capacity include net minimum required local contribution for schools; county taxes; assessments or charges for MBTA, regional transit, Boston 
Metro transit, and regional planning authorities; and state assessments for air pollution control and mosquito control. 
City prototypes are described in Table 1. 

Taxable 
Residential 

Property Value

Taxable 
Nonresidential 
Property Value

Income
Other Local 

Revenue 
Capacity

62,526.93

99,425.94

147,735.92

283,207.24

805,425.12

128,549.00

10,841.84

11,874.37

47,778.98

8,715.80

61,880.11

23,314.87

69.07

126.94

162.01

166.95

296.16

124.64

P R O P E R T Y  T A X  C A P A C I T Y  F A C T O R S

Required 
Reductions in 

Capacity

311.69

696.32

1,192.55

1,476.37

1,063.26

784.32

Municipal 
Revenue 
Capacity

461.43

453.29

989.41

1,835.47

3,890.56

797.84

shows that they have a greater need for municipal aid to 
provide local municipal services to their residents, busi-
nesses, commuters, and visitors. Higher-income residen-
tial suburb and resort town prototypes, in contrast, have 
lower per capita municipal gaps. in fact, their municipal 
capacities more than offset their municipal costs, resulting 
in a negative gap. However, these negative gap measures 
do not imply that these communities do not need munici-
pal aid. instead, they suggest that those municipalities 
need less aid than some other types of communities. 

Note: City prototypes are described in Table 1.

Figure 1. The current local aid funding formula is very regressive. 
Municipal Gaps of Prototype Massachusetts Communities (per capita, FY 2007)

Large City Rural Town Average MA
Community

Job-Center
Suburb

Higher-Income
Residential Suburb Resort Town
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Does the Current Distribution of Municipal Aid 
Closely Relate to Municipal Gaps?
an examination of the distribution of municipal aid in 
Massachusetts in fY 2011 reveals that municipal aid does 
not directly correspond to differences in the municipal 
gap across communities (figure 2). communities receiv-
ing similar aid payments often face different municipal 
gaps. for instance, one community with a per capita gap 
close to $1,200 and another with a per capita gap of just 
over $300 both receive $150 in per capita aid in fY 2011. 
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 communities with the same municipal gap also 
receive different amounts of municipal aid in fY 2011. 
consider cambridge and Worcester. cambridge has a 
much lower municipal gap than Worcester ($273 ver-
sus $1,290 per capita) and yet receives nearly the same 
amount of aid ($167 versus $193 per capita). the lack of 
a close relationship between municipal aid and municipal 
gaps suggests the need for a more rational and transparent 
formula for distributing aid.

Building a Gap-Based Formula 
because the municipal gap indicates a community’s relative 
need for state assistance, a formula that incorporates that 
measure can better target municipal aid. such a formula 
would provide a vehicle for distributing higher levels of aid 
to cities and towns with greater gaps. However, a politi-
cally viable reform would not redistribute current funding. 
to avoid disrupting local budgets, policymakers could use 
a gap-based formula to distribute only new funds added to 
the municipal aid pool, while preserving the amount of aid 
that communities already receive. in other words, current 
aid would be held harmless — a practice commonly used 
to distribute other forms of aid. With the hold-harmless 
guarantee, no community would lose aid.
 to determine how to distribute aid according to a 
gap-based formula, policymakers have three tools at their 
disposal: the new aid pool, the portion of the new aid pool 
to be distributed as minimum new aid, and the baseline 
gap. (see “fine-tuning the gap-based formula.”) by 

using these three tools effectively, policymakers can sig-
nificantly improve the distribution of municipal aid in a 
relatively short time period. 
 to demonstrate this, we run a 10-year simulation of 
municipal aid from fY 2012 to fY 2021. in this simu-
lation, state government holds existing aid harmless and 
uses the sum of existing aid and new aid to fill a portion of 
the municipal gap each year.4 We assume that total unre-
stricted municipal aid rises 5% each year. that means some 
$944 million of total municipal aid is available in fY 2012, 
including $45 million in the new aid pool. Municipal aid 
totals $1.47 billion in fY 2021, compared with $1.31 bil-
lion at the pre-recession peak in fY 2008. (the figures are 
not adjusted for inflation.) 
 We also assume that state government reserves 10% 
of the new aid pool for minimum aid, leaving 90% of new 
aid to be distributed as equalizing aid based on municipal 
gaps. We set the baseline gap at slightly more than $50 per 
capita in fY 2012 — higher than the gaps of one-fifth of 
all Massachusetts communities. We then reduce the base-
line gap slightly each year to allow more cities and towns 
to receive equalizing aid over time. 
 the results of this simulation show that the overall 
distribution of aid becomes much more closely related to 
municipal gaps within a few years (figure 3). over time, 
distributing increases in local aid according to a gap-based 
formula for need will equalize aid across communities in 
the state. communities with the greatest need will receive 
the largest share of aid. 

*40 communities with gaps lower than -$400 have been omitted.

** The capacity to raise funds minus municipal costs of providing basic services.

Figure 2. The distribution of municipal aid in Massachusetts does not relate  
closely to the municipal gap.

Municipal Aid and Municipal Gap in Massachusetts Cities and Towns* (per capita, FY 2011)
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Note: To better show the general pattern in the data, 40 communities with a per capita municipal gap of less than -$400 have been omitted.

Figure 3. A gap-based approach would direct state aid to where it is needed 
and this could happen in just a few years.

Simulation Results for Massachusetts Cities and Towns (per capita)

Implementing a gap-based formula would require 
careful attention from policymakers. they must 
consider three key policy factors:

the new aid pool determines how much new aid the 
gap-based formula will distribute. A larger new aid 
pool would help the state achieve the equalization 
goal faster than a smaller new aid pool. 

the state can reserve a portion of the new aid pool 
for minimum new aid, which policymakers would 
distribute equally among all municipalities on a per 
capita basis. they would allocate the remaining 
balance as equalizing aid, based on municipal gaps. 
establishing a minimum level of new aid would 
ensure that every city and town receives at least a 
small increase in municipal aid each year, regardless 
of the size of the municipal gap. setting the level of 
minimum new aid higher would obviously lower the 
amount available for equalizing aid, so equalization 
would take longer to achieve. setting the minimum 
level of new aid lower could mean that communi-

Fine-Tuning the Gap-Based Formula

ties with lower gaps would face budget difficulties, 
although cities and towns with larger gaps would 
receive higher levels of aid. 

the baseline gap is a threshold that policymakers 
would set on the municipal gap. communities with 
a municipal gap smaller than the baseline gap would 
receive only minimum new aid. to make the baseline 
gap more meaningful in practice, policymakers could 
link it to a specified percentile of the gap distribution. 
setting a lower baseline gap would allow more cities 
and towns to receive equalizing aid, but the amount 
of equalizing aid per city or town would decline. 
setting a higher baseline gap, in contrast, would ac-
celerate equalization among communities with the 
largest gaps, but more cities and towns would receive 
only minimum new aid per capita.
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 a growing number of communities receive equalizing 
aid over time. in fY 2012, 95 of 351 Massachusetts com-
munities receive equalizing aid. that allows municipal aid 
to have an immediate equalizing impact on communities 
that have relatively large gaps but have received relatively 
small amounts of municipal aid. the number of commu-
nities receiving equalizing aid rises to 223 in fY 2016, and 
to 284 in fY 2021. that extends the benefits of equaliz-
ing aid to a broader range of communities. 
 the pattern of increasing equalization is particularly 
strong among the ten largest cities, which have some of 
the largest gaps, and which are home to roughly a quarter 
of the state population. as figure 2 shows, the relation-
ship between municipal aid and the municipal gap in these 
cities in fY 2011 is weak at best. However, by the end of 
fY 2021, almost all of the ten largest cities receive aid in 
direct proportion to their gaps. 
 obviously, these results are sensitive to the policy 
parameters specified in the formula. for instance, given 
the state’s difficult fiscal situation, a 5% growth rate in 
municipal aid may not be feasible in the near term. if 
municipal aid grows more slowly, the relationship between 
municipal aid and the municipal gap will strengthen more 
gradually, and changes to the aid distribution may not be 
apparent after the early years of implementation.
 although Massachusetts policymakers have many 
high-priority objectives, now is a good time to reform 
municipal aid. the economic downturn has forced the 
state to cut municipal aid 31.6% since fY 2008. While this 
has put many cities and towns in a difficult fiscal bind, it 
does offer an opportunity for reform. because the current 
aid pool is smaller, the state needs fewer new funds to sig-
nificantly affect the distribution of municipal aid. as the 
economy continues to recover, state revenues are likely to 
rise, allowing the aid pool to grow naturally. by focusing 
on reform now, policymakers can agree on the approach 
to distributing municipal aid before the recovery spurs 
substantially higher state revenues. 

Conclusion
Massachusetts needs a more rational, workable, and trans-
parent system for distributing municipal aid. Many com-
munities in the state have large municipal gaps caused by 
factors beyond their control, and the current distribution 
of municipal aid does not closely relate to those gaps. 
 our simulation shows that a gap-based formula can 
significantly improve the distribution of municipal aid in 
a relatively short time period, despite limited resources. 
such a formula does so without considering local poli-
cies or redistributing current aid. implementing such a 
gap-based formula would provide Massachusetts with the 

tools it needs to alleviate the fiscal challenges its commu-
nities face, and help equalize the ability to provide munici-
pal services across cities and towns.

Bo Zhao is a senior economist with the New England Public Policy 
Center at the Federal Reserve Bank of Boston.

David Coyne is a research assistant with the New England Public 
Policy Center at the Federal Reserve Bank of Boston.
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a film TaX crediT of 25% haS helped energiZe film and TeleviSion producTion in The

bay STaTe wiTh implicaTionS for employmenT and groSS domeSTic producT.

after declining in the 1990s (laubacher, 2006), the Mas-
sachusetts film and television industry reached a nadir with 
the closing of the Massachusetts film office in 2002.1 to 
revitalize this once-thriving local creative industry, in 2005 
the state legislature passed a tax incentive plan that pro-
vided a bankable tax credit for qualifying motion picture 
and television productions in Massachusetts. as updated 
in 2007, the Massachusetts film tax credit (ftc) pro-
vides a refundable/transferrable tax credit for 25% of 
qualifying wage and non-wage production expenses and 

a sales tax exemption for qualifying in-state spending. 
Massachusetts joined, at the maximum, 43 other states in 
offering some sort of a tax incentive for film production 
companies. as many states are now facing severe budget-
ary challenges, these credits are being reexamined and in 
some cases suspended or even rescinded. there have been 
several hearings recently at the Massachusetts statehouse 
related to the credit and the Massachusetts department of 
revenue released a study in 2009 that carefully assessed its 
annual costs and benefits in terms of tax revenues (dor, 
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2009). However, at the bottom of much of the debate is 
whether or not Massachusetts has a niche in film produc-
tion and whether the credit has helped to create or expand 
this niche.
 the primary purpose of the film tax credit is to stim-
ulate film and television production in Massachusetts. 
However, to build a permanent and stable film and televi-
sion industry requires that policy makers consider annual 
returns on investment as well as aggregate industry trends, 
local workforce development and career paths, infrastruc-
ture development and the growth of local film service 
industries. they should also address variations in produc-
tion practices and linkages among the industry’s subsec-
tors within this industry and employment trends in each. 
finally, it is important to identify whether the common-
wealth has a set of unique resources that can put substance 
behind the aspiration of becoming a permanent center of 
film and television production in the united states. 
 this paper is based on a much longer report that 
describes the structure and recent growth of the film and 
television industry in Massachusetts (foster and terkla, 
2010). We begin with a discussion of national trends in 
this industry and find that Massachusetts is one of the fast-
est growing locations for film and television production 
in the united states. We then discuss recent employment 
trends in this sector and find that there has been signifi-
cant recent growth in the number of local film and televi-
sion production jobs — particularly among the unionized 
crew and actors who staff local productions. Examination 
of federal data reveals that between 2005 and 2008 there 
was 117% and 126% growth in Massachusetts employ-
ment in the motion picture and video production and 
postproduction industries, respectively. using network 
and geographic modeling tools, we also identify novel pat-
terns in the nonwage spending of local film and television 

productions. We continue with a discussion of growth 
trends across several subsectors of the local film and tele-
vision sector and find that several are growing rapidly. We 
conclude that it is reasonable to expect that Massachusetts 
could continue to develop a substantial niche in film and 
television production that builds on its existing active film 
and television sectors.
 While Massachusetts does not currently capture a 
large percentage of national film and television produc-
tion spending, the industry in Massachusetts seems to be 
growing more rapidly than in other states (some of which 
have more generous tax programs) and capturing work 
that might otherwise be taking place elsewhere. figure 1 
uses data from the Motion Picture association of america 
(2009) to chart the percentage change in the number of 
film and television productions in the top 25 most active 
states in the united states between 2007 and 2008. dur-
ing this time, work declined in traditional centers like 
california and new York and grew rapidly in states like 
georgia, indiana, Massachusetts, Michigan, Minnesota, 
and Wisconsin. according to these data, Massachusetts 
had the fifth largest growth rate among the top 25 most 
active states in the country. it is also clear that several states 
with active tax incentive and infrastructure development 
programs (and with more generous incentives than Mas-
sachusetts) are not among the top 25 most active states 
according to the MPaa (2009). care is warranted in inter-
preting these data, given that the magnitude of changes in 
states like Wisconsin was driven in large part by their very 
small number of productions as a baseline in 2007. 
 national employment data provide additional sup-
port for the notion that Massachusetts is among the most 
active and rapidly growing states in the nation for film 
and television production. using data from the Quarterly 
Census of Employment and Wages, published by the bureau 

Source: Motion Picture Association of America

Figure 1. Percentage Change in Film and Television Productions, 2007 – 2008
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of labor statistics, we examined recent employment 
trends in the 15 states with the most film and television 
workers in 2008. table 1 presents the average employ-
ment in these states between 2001 and 2008. during the 
period encompassing the enactment of the ftc in Mas-
sachusetts (2005-2008), total employment in the naics 
code 5121 (Motion Picture and video industries) in 
Massachusetts increased 33%. this represents the largest 
percentage growth between 2005 and 2008 of any state 
among the 15 with the most motion picture and video 
employees in 2008. this is notable given that states with 
much more generous credits like Michigan (which offers 
between 30-42% on qualified expenses) actually experi-
enced a decline in film and television employment during 
this period. 
 these aggregate national employment and produc-
tion data confirm the widespread reports from industry 
participants (as well as the frequent coverage of Holly-
wood star sightings in local papers) that Massachusetts is 
becoming a favored location for Hollywood productions. 
in this article, we look beneath these national trends to 
discuss local employment in the Massachusetts film and 
television industry. 

Labor Market Structure
before analyzing trends in Massachusetts film and televi-
sion industry employment, it is important to first describe 
the primary labor pools used in film and television indus-
try production. this is a highly unionized and project-
based industry in which labor, services, and material 
are organized through loosely connected networks that 
coalesce temporarily around specific productions. While 
smaller and independent productions sometimes rely on 
non-unionized employees, large studio productions hire 
their technical employees from one of two international 
unions, the international alliance of theatrical stage 
Employees (iatsE) and the international brotherhood 
of teamsters (ibt). 
 in each of these crafts, relatively senior craftspeople 
assemble crews who work together on a semi-regular 
basis and move from job to job. in this respect, the tech-
nical labor required for film production is organized like 
the construction industry and other trades. iatsE local 
481’s Massachusetts membership has more than doubled 
in recent years, increasing from 237 in 2005 to 585 
in 2008. according to the iatsE, total annual wages 
earned by these workers increased ten-fold over the same 

f i l m  a n d  T e l e v i S i o n  p r o d u c T i o n  i n  m a S S a c h u S e T T S

Figure 1. Motion Picture and Video Industries: Average Annual Employment
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 15,057 

 14,943 

 10,098 

 6,756 

 6,869 
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 6,517 

 6,587 

 7,115 

 4,757 
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 3,245 

 4,430 

 4,896 

 5,025 

 142,027 

 46,198 

 15,717 

 14,646 

 9,899 

 6,837 

 6,574 

 6,900 

 5,214 

 7,744 

 6,843 

 6,577 

 4,441 

 2,140 

 5,057 

 4,009 

 3,544 

 4,147 

 4,822 

 4,886 

 137,728 

 41,202 

 16,312 

 14,112 

 9,431 

 6,858 

 6,751 

 6,305 

 4,903 

 6,446 

 6,584 

 6,276 

 4,390 

 2,843 

 4,764 

 3,852 

 3,715 

 4,240 

 4,730 

 4,749 

 155,656 

 40,137 

 15,190 

 13,128 

 9,155 

 6,705 

 6,606 

 6,480 

 4,802 

 6,124 

 6,560 

 6,107 

 4,507 

 3,448 

 4,867 

 3,848 

 4,106 

 4,267 

 4,320 

 4,590 

 146,635 

 41,821 

 14,914 

 13,395 

 9,391 

 6,690 

 6,592 

 6,679 

 4,530 

 6,037 

 6,341 

 6,003 

 4,571 

 3,941 

 4,720 

 3,868 

 4,192 

 4,200 

 4,569 

 4,423 

 145,830 

 41,827 

 15,079 

 13,121 

 9,267 

 6,465 

 6,666 

 6,831 

 4,390 

 5,926 

 6,061 

 5,835 

 4,858 

 3,454 

 4,805 

 3,919 

 4,169 

 4,161 

 4,414 

 4,252 

 145,627 

 41,717 

 14,631 

 13,580 

 9,432 

 6,665 

 6,699 

 6,813 

 4,885 

 5,834 

 5,976 

 5,837 

 5,013 

 4,358 

 5,146 

 4,239 

 4,463 

 4,292 

 3,931 

 4,124 

 149,778 

 43,393 

 14,548 

 12,390 

 9,233 

 7,007 

 6,998 

 6,475 

 6,048 

 5,820 

 5,807 

 5,496 

 5,228 

 5,196 

 4,431 

 4,413 

 4,372 

 4,245 

 4,092 

 4,023 

 2.14 

 3.76 

 (2.45)

 (7.50)

 (1.68)

 4.74 

 6.16 

 (3.05)

 33.51 

 (3.59)

 (8.42)

 (8.45)

 14.37 

 31.84 

 (6.12)

 14.09 

 4.29 

 1.07 

 (10.44)

 (9.04)

Source: Bureau of Labor Statistics, Quarterly Census of Employment and Wages, NAICS 5121
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period, growing from approximately $3 million in 2005 
to $30 million in 2008. there have been similar rates of 
membership and wage growth in other Massachusetts 
iatsE locals.

Aggregate State Employment Trends
four five-digit naics codes make up the 5121 Motion 
Picture and video industries category analyzed above. 
of these, two capture production activities (Motion Pic-
ture and video Production 51211 and Post Production 
services and other Motion Picture and video industries 
51219). We focus on these two primary codes below. 
in addition to the two primary film industry naics 
codes, we also explore employment trends in two sec-
tors that likely contain significant numbers of film and 
television industry workers — 541214 (Payroll services) 
and 71151 (independent artists, Writers & Performers). 
because of the large number of freelance employees in 
this sector, film and television productions typically use 
payroll services to manage withholdings and distribute 
wages to the cast and crew.2 
 between 2008 and 2009, Massachusetts experienced 
significant job losses (with the state unemployment rate 
increasing from 4.9% in May 2008 to over 8% in May 
2009) caused by contraction in the local and national 
economies. although overall employment in Massachu-
setts dropped 3.2% between March 2008 and March 

2009, jobs in the film and television production sector 
grew rapidly during the same period. 
 between 2005 and the third quarter of 2008, the 
number of motion picture production employees (naics 
51212), postproduction and other employees (naics 
51219), and independent artists (naics 7115) in the 
commonwealth grew 117%, 126% and 8%, respectively 
(table 2 and figure 2 below). the substantial growth 
in naics 51219 (postproduction and other) is notable, 
because established local companies are doing some of 
this work. in addition, the Payroll services sector grew 
substantially into 2007, which was before relevant firms 
were reclassified into naics 51212, so some of this 
growth may reflect growth in the film industry. Moreover, 
as noted above, reclassification is still ongoing, which 
means that some of the 2008 figures for naics 541214 
still represent film industry activity.
 although the number of establishments has not 
grown as rapidly as employment, this may be caused by 
the widespread use of freelance labor in this sector and 
because local film service companies have grown to meet 
new demand. also, motion picture production and inde-
pendent artists are very high-wage sectors and postpro-
duction has vacillated between high and relatively low 
average wages. 
 some caveats are in order when interpreting these 
data. first, because QcEW data do not contain free-

Table 2. Film and Television Industry in Massachusetts:  
Average Annual Establishments, Employment and Wages

20042001 2002 2003 2005 2006

311

36

172

196

1,753

282

4,950

435

50,700

49,301

64,280

72,815

308

33

163

213

1,471

379

4,436

441

48,624

30,932

62,116

58,239

293

30

164

236

1,285

230

3,857

470

51,370

49,953

62,017

57,321

297

30

180

259

1,187

318

4,038

470

54,415

35,728

63,511

65,151

297

32

177

255

1,124

371

2,524

478

57,695

34,953

59,807

64,733

272

28

172

240

1,295

247

2,945

494

60,527

51,986

59,353

63,995

2007

273

30

190

249

1,299

803

3,207

437

60,598

18,086

68,066

78,538

2008

298

31

187

258

 2,439 

 840 

 3,250 

 514 

61,225

19,437

75,789

94,316

% 
Change 
‘05-’08

 0 

 (3)

 6 

 1 

 117 

 126 

 29 

 8 

 6 

 (44)

 27 

 46 

2000

326

35

162

188

1,836

351

5,171

433

50,103

46,471

60,328

49,426

1999

316

31

160

178

1,621

301

5,106

403

45,453

39,477

55,172

53,316

1998

319

34

182

169

1,736

371

5,637

404

42,840

31,648

53,483

51,932

Average Annual Establishments

Motion picture & video 

Postproduction

Payroll services

Independent artists

Annual Average Employment

Motion picture & video

Postproduction

Payroll services

Independent artists

Annual Average Wages

Motion picture & video

Postproduction

Payroll services

Independent artists

Note: Abbreviated NAICS category names are used in this table. Their full descriptions and codes are as follows: motion picture & video production (51211), postproduction 
& other (51219), payroll services (541214) and independent artists (7115).
Source: Bureau of Labor Statistics, Quarterly Census of Employment and Wages
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lance employees (which account for a large proportion of 
the workforce in this industry), they may underestimate 
aggregate employment in the sector. second, some of the 
large percentage increases are partially a reflection of the 
small base of employees in these sectors and thus do not 
represent large absolute increases.
 third, both motion picture & video production and 
postproduction & other services experience large fluctua-
tions in employment during the year, reflecting the dif-
fering intensities of moviemaking activities in the com-
monwealth. figures 3 and 4 plot monthly employment 
in naics 51211 (motion picture and television produc-
tion) and naics 51219 (postproduction and other) for 
2007 and 2008. in motion picture and video produc-
tion (naics 51211), employment in 2007 ranged from 

Source: Bureau of Labor Statistics, Quarterly Census of Employment and Wages

Figure 2. Film and Television Industry in 
Massachusetts: Average Annual 

Employment, 1998 – 2008 

Source: Bureau of Labor Statistics, Quarterly Census of Employment and Wages, NAICS 51211

Figure 3. Motion Picture and Video Production, Monthly Employment, Massachusetts

1,162 to 1,462 and in 2008 from 1,869 to 3,126. Even 
given this range, there has still been a significant (61%) 
increase in the minimum level of employment in this sec-
tor across the two years. fluctuation of monthly employ-
ment in the postproduction sector (naics 51211) has 
been even more dramatic, ranging from 230 to 1,505 in 
2007 and 314 to 2,480 in 2008. therefore, while there 
appears to have been significant growth in core employ-
ment in this sector (the minimum employment level in 
2008 was almost 40% higher than in 2007), it is less dra-
matic than what is implied by the annual employment 
numbers in table 2.
 these dynamics also help to explain the significant 
drop in wages in postproduction beginning in 2007. 
one contributing factor seems to be the hiring of a large 
number of temporary employees in support of large film 
productions in Massachusetts. another is the growth of 
the local nonfiction television and postproduction sec-
tor, which has also been hiring large numbers of relatively 
lower paid new entrants. Many of these hires have been 
local college graduates who are finding new career ladders 
in local television production. because barriers to entry 
are lower in television and postproduction than they are in 
studio film production, these jobs are particularly impor-
tant for developing the local workforce. 
 Many of the jobs in the film industry consist of a crew 
and skilled workers who build the sets and run the lights, 
cameras, and other equipment used in film and television 
production. these trades use many of the same skills that 
are required in construction and similar trades that expe-
rienced the fastest rate of job losses in Massachusetts in 
2008 (employment in the construction industry dropped 
12.8% between March 2008 and March 2009 [bureau of 
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labor statistics, 2009]). thus, the film industry was able 
to absorb some of these workers during this period. 

Contribution to the Massachusetts Economy
 formal modeling of the film industry’s contribution to the 
Massachusetts economy is difficult because of the indus-
try’s structure, fluidity, and the difficulty in obtaining an 
accurate snapshot of its current state. However, it is still 
worth knowing what standard economic models calculate 
as the economic impact of the industry on the common-
wealth, given the best available employment data. 
 table 3 shows the results of the economic contribution 
analysis for the film industry sectors that we have focused 
upon.3 the first column represents the numbers that were 
used as inputs in the model, with the employment number 
derived from the total of the three primary sectors described 
previously. (We did not include payroll services because it is 
not clear that all employees in this sector in 2008 are film-
industry related, but as noted previously, some employees 
probably are, so our employment number is most likely 
an underestimate.) the output number is based on the 
iMPlan model assumptions that employees in these film 
sectors on average generate $119,101 per worker. note 
that this is associated with assumed relatively low average 

wages of between $26,000 and $32,000. However, as 
noted previously, two of the industry sectors that we exam-
ined had much higher average wages in 2008 of $61,225 
and $94,316. thus, iMPlan could be significantly under-
estimating the impact of this sector on the economy.
 this employment (3,793) and the expenditures asso-
ciated with it (i.e., employee wages and the value of pro-
duction produced by these workers) then generates addi-
tional employment and expenditures in industries that 
supply products to these film sectors. this is measured in 
the column labeled “indirect.” the next column, labeled 
“induced,” measures the additional employment and 
spending generated by the expenditures of the direct and 
indirect employees. these impacts are then aggregated 
in the “total” column. the final column, labeled “mul-
tiplier,” reflects the total additional impact generated by 
the film sector on the economy. the output multiplier of 
1.95 means that an additional dollar generated by the film 
sector will produce an additional $.95 of output value in 
the commonwealth. the employment multiplier of 1.79 
means that a new job generated in the film sector pro-
duces .79 additional jobs in the commonwealth.
 to explore the indirect effect in more depth, we 
examine the nonwage spending patterns associated with 

Source: Bureau of Labor Statistics, Quarterly Census of Employment and Wages, NAICS 51219

Figure 4. Postproduction and Other Activities: Monthly Employment, Massachusetts

Table 3. Economic Contributions of Massachusetts Film Industry, 2008

Output

Employment

$451,749,958

3,793

Source: Data from Bureau of Labor Statistics, Quarterly Census of Employment and Wages; calculations by UMass Donahue Institute; MIG, Inc., IMPLAN System

Direct

$268,463,348

1,821

Indirect

$159,959,092

1,171

Induced

$880,172,401

6,785

Total

$1.95

1.79

Multiplier
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film production in the commonwealth. according to the 
Massachusetts department of revenue (2009:8), 36% 
(e.g., $247M) of film industry spending in the common-
wealth between 2006 and 2008 was on nonwage items. 
the largest categories among these items were location 
fees ($56.8M), transportation ($35.8M), fringe benefits 
($33.5M), hotels and housing ($29.3M), set construction 
($27.2M) and food ($17.7M). 
 figure 5 represents a network analysis of the ven-
dors used by ten motion pictures filmed in Massachusetts 
in 2008. using data provided by one a local union, we 
created this diagram by importing lists of films and their 
vendors into a network analysis program called uci-
nEt (borgatti, Everett, & freeman, 1996). the diagram 
represents films as green squares and vendors as orange 
circles. this analysis clearly shows two dynamics in the 
nonwage spending patterns in the local film industry. the 
two clusters of large black circles surrounding the films 
represent the rapidly growing core of vendors that pro-
vide specialized services and equipment to film and televi-
sion productions. Each film is also surrounded by a cluster 
of unique vendors that are not shared with other firms. 
in other words, while most films rely on a small core of 
firms that provide specialized services and material, each 
film also has its own unique set of vendors. this pattern 
is explained by interviews with industry participants and 

press reports which suggest that a significant proportion 
of nonwage spending is clustered around the locations in 
which filming takes place. 
 to explore the geographic distribution of spending, 
we plotted the addresses of the vendor list on a map of 
the state (figure 6).4 this map shows that while non-
wage spending is located primarily in the eastern half of 
the state, it is also clustered around production locations. 
this makes sense given the rapid pace and logistical and 
material requirements of these productions. 
 film and television productions are material-inten-
sive and often require rapid service from local vendors. 
for example, costumes typically come in duplicate and 
often need to be laundered overnight. this kind of work 
is typically done by local vendors. Moreover, because 
film and television productions have high labor costs, 
production delays can be extremely costly. as a result, 
productions are sometimes required to make large unex-
pected expenditures at local vendors to keep working. a 
local line producer described one production that spent 
over $3,000 at a small local sporting goods store to buy 
rain gear so that the crew could keep working through 
an unexpected storm. While such expenditures may not 
represent a large proportion of the total spending for a 
large production, they can represent significant revenue 
streams for local merchants.  

Source: Authors’ network analysis. 

Figure 5. Vendor Network of Ten Massachusetts Films in 2008

Vendors (size represents times used)
Films
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Developments in Specific Subsectors
interviews with industry participants and analysis of archi-
val data helped us identify recent developments in several 
important subsectors of the local television and film pro-
duction industry other than feature films. We next describe 
the production practices and trends in television produc-
tion, commercials, documentary production, and postpro-
duction and special effects. 
 according to the Massachusetts department of reve-
nue (2009:6), television production generated 70% (186) 
of all credit-eligible projects from 2006-2008. However, 
because of the relatively smaller size of these productions, 
the sector used only 7% of the total value of the credits 
issued during that period. compared with feature films, 
television productions (especially commercials and nonfic-
tion programs) typically use a much smaller proportion of 
above-the-line talent. as a result, these productions may 
make a larger proportional (though a much smaller total) 
contribution to local wage and nonwage spending. 
 in fact, the television production sector in Mas-
sachusetts itself comprises at least three different sub-
sectors. dramatic and scripted can generate consistent 
employment for as many as one hundred cast and crew 
members. television pilots and series have recently 
been filmed in Massachusetts and captured 16% of the 
total credits issued between 2006 and 2008. However, 
because scripted television is typically produced in a stu-

Source: Authors’ network analysis. 

Figure 6. Geographic Distribution of Spending for Ten Films Made in Massachusetts in 2008

dio, Massachusetts currently lacks a critical resource for 
the growth of this sector. 
 the second subsector, nonfiction cable television pro-
duction, is the fastest-growing and most profitable part of 
the television industry. industry representatives suggest 
that Massachusetts has the potential to be the nation’s 
third largest center for this because the labor pool con-
tains experienced documentary producers, videographers, 
and sound recordists as well as a large pool of students. in 
addition, the state is home to a national leader in video 
editing equipment, tewksbury-based avid, as well as a 
rapidly growing digital gaming industry. also, because the 
boston area has a large concentration of research universi-
ties, high technology and biotechnology firms, many of 
the stories that make up the content for nonfiction televi-
sion programs can be found locally. 
 the third sector is public television. as home to the 
public television station WgbH, boston has long been a 
national center for nonfiction television production. 
 a majority of the television commercials produced 
in Massachusetts are made by a handful of firms. the 
research team talked with three of the largest. these 
firms reported that their overall business remained stable 
between 2005 and 2008, when production of commer-
cials in the u.s. as a whole was on the decline. Moreover, 
a growing percentage of these firms’ work is now being 
produced in Massachusetts. one company reported that 
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70% of its commercials were produced in the com-
monwealth in 2008 compared with only 40% in 2005. 
in addition, commercial production companies have 
recently lured out-of-state advertisers to shoot commer-
cials in the commonwealth. 
 documentary filmmaking has long been a distinc-
tive strength of Massachusetts. Many of the pioneers of 
16 millimeter documentary film making were based here, 
and WgbH’s role as the flagship Pbs station allowed the 
commonwealth to establish and maintain a leadership 

position in both series and long-form television documen-
taries. because these films are often made using grants and 
other donations, independent filmmakers rely on fiscal 
sponsors who provide the 501c3 status needed to qualify 
for major grants. among the many fiscal sponsors in the 
commonwealth, three work with a large number of local 
productions and assist filmmakers in researching, applying 
for, and administering grants. interviews with the execu-
tive directors of three such organizations helped us to 
understand recent trends in this sector. 

foster and terkla’s article in this issue admirably 
explores the utility of the state’s transferable film and 
production tax credits 1 in an invigorated film industry 
in Massachusetts. for a focus that gives greater em-
phasis to the costs (i.e., budget line) that accompany 
that utility, the Department of revenue’s (Dor) an-
nual report on the Massachusetts Film Industry Tax 
Incentives2 is instructive. like its predecessors, the 
third and current annual report, published in January 
of 2011, is required by state law. It covers “calendar” 
year 2009 (i.e., June 2009-May 2010) and provides 
updated information on calendar years 2006-2008. 

cutting to the chase, the Dor study gauges the net 
direct economic impact of the 2009 film tax credit 
program at $32.6 million in new spending in the 
Massachusetts economy. (for the program’s entire 
three-year run [2006-2009], the composite figure is 
$161.2 million.) In arriving at the 2009 figure, the 
report incorporates several considerations that 
offset the year’s gross revenues ($329.7m) from the 
Bay state’s film industry. these include deducting 
estimates of spending that would have occurred in 
the absence of the credits prior to the program ($10.7 
million). More substantially, it subtracts payments 
to nonresidents of Massachusetts and non-Massa-
chusetts businesses ($215.2 million or 67% of the 
remainder). finally, in step with the state’s balanced 
budget requirement, it accounts for the state budget 
cuts needed to offset state expenditures on the film 
tax incentives.

to capture the program’s total net economic impact 
on the state economy, the report employed a reMI 
(regional economic Models, Inc.) model that incor-
porated multiplier and displacement effects. With 

Giving Credits Where Credits Are Due

those inputs, the film incentive program in 2009 
generated additional Massachusetts Gross Domestic 
Product (GDP) of $168.5 million and personal income 
of $25 million.

finally, the Dor report measured the film tax incen-
tive program’s net creation of new full-time equivalent 
employees (ftes) at 222 (1,683 from 1996-1999), a 
figure that incorporates state budget cuts needed to 
offset tax expenditures on the incentives. Without 
the offset, the gross number of ftes created was 
approximately 1,897, the product of a multiplier effect 
stemming from the direct creation of 586 new ftes.

According to Bruce Deichl,3 founder and president 
of tax credits llc and the tax transfer corporation 
in new Jersey, 15 states currently offer transferrable 
tax credits to film studios. the practice, a recent 
phenomenon, began in louisiana in 2002. With the 
competition intensifying, will Massachusetts need its 
credit program just to run in place? have the com-
monwealth and competing states achieved a com-
petitive equilibrium in their percentages assigned to 
the film tax credit? If not, where might that equilibrium 
lie on the story board ahead? 

1.) equal to 25% of a film’s productions and payroll costs. 

2.) see Massachusetts Department of rev-
enue, http://www.mass.gov/Ador/docs/dor/
news/2010filmIncentivereport.pdf.

3.) sarah stodola, the fiscal times, March 21, 2011, 
http://www.thefiscaltimes.com/Articles/2011/03/21/state-
tax-credit-trading.aspx?p=1.
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 together, these organizations supported approxi-
mately 150 projects in 2009. although the numbers do 
not give us a clear sense of more recent funding changes, 
two of the fiscal sponsors reported that major funders 
are currently giving less. several filmmakers echoed that 
it has become increasingly difficult to raise money from 
major foundations. 
 in terms of spending for independent documentary 
films in Massachusetts, no one reported any significant 
changes in spending patterns since 2005. all four docu-
mentary filmmakers reported that they typically shoot 
outside of the state, while postproduction is more often 
done in-state.
 the increase in motion picture production has had 
a positive spillover effect in the local postproduction 
and special effects sector. Massachusetts seems to be 
developing a niche in this area of film production. small 
companies have increased employment rapidly in recent 
years, drawing heavily from graduates of local colleges 
like Emerson college, boston university, fitchburg 
state, and the Massachusetts college of art. one com-
pany began a relationship with sony Pictures by prepar-
ing the first Hd video dailies for the film 21, which was 
shot mostly in Massachusetts. the company worked with 
a canadian company to build specialty equipment to 
handle the processing of these digital dailies. these Hd 
video dailies were produced overnight and then sent via 
fiber optic cable using proprietary internet software to 
culver city, where dvds were then produced for view-
ing by studio executives. this technological system and 
work flow is the first of its kind in the industry. Postpro-
duction technology is also driven in large part by changes 
in information technology — a longstanding Massachu-
setts strength as related to the film and television indus-
try. Massachusetts is the home of avid technology inc., a 
global leader in editing hardware and software for televi-
sion and film production. 
 in addition to these subsectors, film equipment rental 
and other specialized film-related service firms have been 
expanding in the commonwealth. that includes the 
expanded presence of several nationally prominent firms. 
local grip and electric companies have expanded their 
offerings and several national firms have opened Massa-
chusetts offices. a national catering firm has opened an 
office in Massachusetts, filling a significant gap in the local 
industry’s capabilities. these trends along with figure 5 
suggest a growing core of local film and television service 
firms emerging in the commonwealth. if this trend con-
tinues, it might reduce leakage from nonwage spending 
that currently goes out of state to companies with skills 
and equipment that are unavailable locally. 
 finally, sound stages and film studios are often 
described as critical lynchpins in the evolution of a perma-

nent local film industry in Massachusetts. in addition to 
providing large numbers of permanent supporting jobs, 
they become the home for film service companies and 
affiliated businesses. as a result, there are likely to be sig-
nificant benefits from clustering of creative personnel co-
located with their supporting industries. While it is hard 
to calculate those, there are more direct benefits associ-
ated with the specific needs and economics of television as 
opposed to feature film production. 
  a studio film might employ between 150 – 200 peo-
ple, with its employees working intensively over a relatively 
short period of several weeks or months. in contrast, a 
television series might employ 100 people and film 22 epi-
sodes a year. at a cost of between $2M and $2.5M each, a 
tv series can contribute significantly to local employment 
and spending. because scripted television shows require 
sound stages, industry members argue that a studio would 
increase television production work in Massachusetts. at 
present, even shows set in boston (e.g., boston legal) 
have primarily been filmed elsewhere. 
 While several groups continue to try to develop sound 
stages and film studios in Massachusetts, the studio proj-
ects face the challenges of raising investment capital in a 
difficult environment. However, if even one of these proj-
ects proves successful, it could attract a television series 
to Massachusetts which provides more stable and longer-
term employment for local workers. 

Conclusion
this paper provides an overview of the current structure 
and recent growth of the film and television industry in 
Massachusetts. the growth in local film and television 
production has stimulated growth among a cluster of local 
film service companies that support these productions. it 
has also lured some larger national film service companies 
to the commonwealth. there remains room for growth 
in this area as some specialized film and television pro-
duction equipment is still not available in Massachusetts 
and currently needs to be sourced out of state. to the 
extent that the local film service sector continues to grow 
in response to increasing production activity, an increas-
ing proportion of nonwage spending may remain in the 
commonwealth. 
 some argue that because of its unique combination of 
desirable locations, large numbers of universities and stu-
dents, talented cast and crew, tax incentives, and its home 
to a world-class city attractive to talent, Massachusetts has 
the potential to become the third largest center of film 
and television production in the united states (behind 
california and new York). indeed, if this sector grows 
to the point that Massachusetts becomes a new hub of 
film production (like vancouver, british columbia did in 
the 1990s), there will be future benefits from workforce 



retention and attraction, infrastructure development, link-
ages between universities and industry, and new career 
ladders. conversely, if film production leaves Massachu-
setts as soon as another state offers more attractive incen-
tives, even a revenue-positive incentive program could 
fail to establish a new industry in the commonwealth. 
our study, however, has shown several sectors in the film 
industry where Massachusetts does seem to have a niche. 
and while those sectors have benefitted from recent activ-
ity generated by the film tax credit, they also seem resilient 
enough to stand on their own, even if there is a reduction 
in major film activity in the state. 

Pacey C. Foster is Assistant Professor of Management at the University 
of Massachusetts, Boston.

David Terkla is Professor of Economics at the University of Massachu-
setts, Boston.

Endnotes

1.) this research was made possible with a grant from the Presi-
dent’s creative Economy initiatives fund at the university of Mas-
sachusetts boston. We are also grateful for the input provided by the 
Massachusetts Production coalition (MPc) and the Massachusetts 
film office (Mfo) as well as local unions (iatsE, sag, ibt) and 
companies like brickyard vfx, national boston studios and Pow-
derhouse Productions. We also thank the center for independent 
documentary, the lEf foundation and officials at the Massachu-
setts department of revenue and other state agencies for their help. 
We are grateful to the many other industry members who agreed 
to talk with us for the study and especially to ben olendzki for his 
research assistance throughout the project and to Erin sisk for her 
work on the local documentary and independent filmmaking sector. 
in addition, we want to thank raija vaisanen with the university of 
Massachusetts donahue institute for her assistance in conducting the 
iMPlan analysis and to dan Koch, who helped us map film indus-
try nonwage spending patterns. 

2.) before 2008, these workers were not classified by the bureau of 
labor statistics as being part of Motion Picture and video Produc-
tion (naics 51211). therefore, some proportion of employment 
in local film and television production likely appeared in the category 
for 541214 (Payroll services) and the process of recoding employ-
ment from this category to 51211 is ongoing. 

3.) iMPlan is an input-output model that quantifies in monetary 
terms the flow of goods and services among industries and house-
holds in the economy. this enables one to follow a particular expen-
diture as it impacts different sectors of the economy and trace the 
money as it is spent and respent. in this case, the path of a dollar that 
originates in the film sector ends when that dollar leaves the com-
monwealth through domestic or foreign trade, or is collected as a tax. 
likewise, this expenditure analysis enables us to trace employment 
impacts in these different sectors. 

4.) note that we were only able to generate geographic coordinates 
for 70% of the vendors for the ten films studied. therefore, the dia-
gram likely underestimates the concentration of spending in some 
locations. 
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 Massachusetts state government distributed close to 
$3.9 billion in education aid to local school districts and 
another $899 million in unrestricted aid to municipali-
ties in fY 2011. state support for K-12 education (also 
known as chapter 70) is governed by a series of reforms 
dealing with funding adequacy and equity that were put 
in place during the 1990s and 2000s. Municipal aid, by 
contrast, is long overdue for a major reworking. bo Zhao 
and david coyne’s article in this issue shines a bright light 
on the arbitrary and inequitable distribution of munici-
pal aid across the commonwealth’s 351 cities and towns. 
they propose a workable solution for better aligning aid 
to correspond to gaps between each municipality’s under-
lying costs of providing services and its ability to raise rev-
enue locally. 
 communities across the state are tasked with provid-
ing basic safety, security, and infrastructure not only for 
their own taxpayers, but also for a wide variety of other 
individuals and institutions whose demands on public ser-
vices are often greater than the local taxes and fees that 
they pay. Massachusetts’ cities and towns face sharply dif-
fering gaps between their underlying costs and their rev-
enue-raising capacity. Without outside aid, low-gap com-
munities could provide much better road repairs, snow 
removal, and responses to 911 calls than high-gap com-
munities that levy the equivalent property tax rates. or 
they could provide similar services while charging prop-
erty owners much lower tax rates. the purpose of state 
grants to local governments is to reduce these inequities. 
the current distribution of municipal aid does not stand 
up to scrutiny. a key reason for this is that the disparate 
cuts made in the throes of the early 1990s fiscal crisis were 
not reversed or even reexamined after the crisis passed. 
in fY 1992, for example, taunton lost 100 percent of its 
“additional assistance” (the nonlottery portion of munici-
pal aid), while Quincy lost only 26 percent. by Zhao and 
coyne’s calculations, these cities have similar municipal 

gaps today, but taunton receives only 72 percent as much 
aid as Quincy on a per capita basis.
 While enshrining the seemingly haphazard cuts from 
the early 1990s into current funding allocations across 
Massachusetts communities, municipal aid fails to account 
for structural changes in the economy over the past two 
decades. in particular, deindustrialization and suburban-
ization have left the gateway cities responsible for serving 
ever more needy populations. they are prevented from 
increasing property tax rates not only by the constraints 
of Proposition 2-1/2 and the limited means of their resi-
dents to pay more, but by the threat of losing even more 
employers should the local cost of doing business rise. 
 the reform described by Zhao and coyne moves 
Massachusetts toward a more justifiable distribution of 
municipal aid while not cutting any community’s existing 
aid from what it received in the previous year. by the laws 
of mathematics, such a reform is possible only if the state 
increases its overall allotment for municipal aid. While the 
fiscal climate remains difficult, eventually the economic 
recovery will have generated enough additional revenue 
for lawmakers to be able to consider restoring funding for 
programs that have been shrinking over the past several 
years. as the history of K-12 education financing has dem-
onstrated, restoring municipal aid funding will be more 
palatable to the citizenry if its distribution is overhauled 
through adopting a sensible and transparent formula. 

YOLANDA K. KODRZYCKI is a vice president at the Federal 
Reserve Bank of Boston and director of the Bank’s New England 
Public Policy Center.
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