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F R O M  T H E  P R E S I D E N T

With the state and nation coping with the effects of the global financial crisis and 
the subsequent economy-wide recession, it has never been more important to 
understand the forces that are shaping the condition of our economy. that is the 
mission of MassBenchmarks — to bring analysis and insight to bear on pressing eco-
nomic and public policy issues confronting the commonwealth of Massachusetts. 
in this issue, the journal more than lives up to its mission by assessing the state of 
the state economy, examining the effects that rising foreclosures are having on our 
communities, highlighting our vulnerability to energy price shocks, and discussing 
some potential policy responses.

as uMass Boston Professor and MassBenchmarks co-editor alan clayton-Mat-
thews points out in his latest analysis of the state of the state economy, Massachu-
setts has fallen into recession. although our reliance on innovation helped us stave 
off recession longer than most other states, the global slowdown has reduced the 
international demand for the technology products and services and this has in turn 
slowed our economic growth substantially.

it is clear that 2009 is going to be a very difficult year for the Massachusetts and 
u.s. economies. the new England Economic Partnership’s latest forecast predicts that Mas-
sachusetts will lose approximately 135,000 jobs during this downturn creating significant chal-
lenges for Massachusetts’ working families. 

in this issue’s regional feature, a team of uMass lowell analysts led by david turcotte and 
robert Forrant explore one of the greatest challenges facing our working families through an 
examination of home foreclosure data for the northeast region. their article highlights the 
disproportionate impact that foreclosures are having on urban communities in both the north-
east region and across Massachusetts. as they note in their conclusion, “the Wall street crisis 
will affect neighborhood development for years to come.” 

in addition, a team of uMass donahue institute researchers, including former research Man-
ager robin sherman and several colleagues from the institute’s Economic and Public Policy 
research group, present the results of their analysis of the impacts of home heating costs on 
family budgets in Massachusetts. although energy prices have dropped dramatically in recent 
months, significantly reducing the pressure on our households, this article highlights the vul-
nerability of the commonwealth to energy price shocks and offers policymakers some impor-
tant lessons to consider as they prepare for the future. 

Finally, senator John Kerry concludes this issue of MassBenchmarks by reminding us that we 
must continue to ensure that our most vulnerable neighbors receive the federal resources they 
need to cope with energy costs through the low income Home Energy assistance Program 
(liHEaP) and energy efficiency programs. However, as he rightly points out, “long-term, 
america must secure its energy independence by reducing our dependence on foreign oil, 
investing in renewable and clean energy technology, and ensuring consumers have access to 
more affordable ‘green’ energy and environmentally friendly products.” 

Meeting our economic and energy challenges will require us to undertake the science and 
develop the technology that we have long known supports the creation of high-quality jobs 
and economic opportunities here in Massachusetts, a lesson that will not be lost on readers of 
this important issue of MassBenchmarks. 

 

Jack M. Wilson, President
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he global economy is slowing dramatically. the united states economy deteriorated in rapid 
fashion during the fall months, and some are calling this recession the most serious since the 
1930s. Problems have spread from the u.s. housing market into global credit markets, and are 

now spreading rapidly into global product and labor markets. the Eurozone (the fifteen European union 
countries that officially use the Euro) and the united Kingdom are already in recession. the economies 
of asian nations, including china, are slowing markedly, and Japan is on the threshold of recession. For 
2009, the international Monetary Fund now projects a global recession, defined as total worldwide 
economic growth below 2.5 percent.
 
confidence in the financial system’s ability to evaluate and manage risk has eroded sharply. Wealth has 
declined badly with the massive drops in stock markets around the world. Households and financial 
managers alike are trying to limit their risk exposure and protect themselves. But what makes sense for 
the individual risks a vicious downward spiral in the economy as a whole.
 
Fortunately, governments around the world seem to recognize the dangers and are acting aggressively, 
more or less in concert, to support the financial and economic systems. these initiatives are highly 
innovative, and we should not be surprised that their effects are not yet apparent. 
 
turning to Massachusetts, the state’s economy seemed to be holding up fairly well through august. since 
then, economic indicators have deteriorated precipitously. claims for unemployment insurance have surged 
and state tax revenues are falling across all major categories. Employment is declining in a wide variety of 
sectors, for the time being excluding only education and health care. it is likely that reported employment 
declines are actually understating the true extent of job losses in the state, and that the numbers being 
currently reported will be revised downward by early 2009. on another front, the state government’s 
budget picture seems to worsen by the moment, with large additional spending cuts imminent.
 
state exports had been one buoyant part of the economy in recent years, bolstered in part by the declining 
value of the dollar in international exchange markets, which made u.s. goods and services more price-
competitive in foreign markets. during the fall, the dollar appreciated against some important currencies, 
diminishing the price-competitiveness of the state’s exports. Furthermore, any remaining price advantage 
cannot overcome precipitous declines in investment expenditures that are international in scope. 
 
the financial services sector, both in the state and nationwide, has been especially hurt by events this 
fall. since financial services firms are major purchasers of information-related products and services, their 
difficulties are leading to sharp declines in purchases from the information technology (it) sector, an 
important component of the Massachusetts economy. on the other hand, there is anecdotal evidence that 
businesses are hiring it consultants in order to use technology to cut costs in response to problems with the 
bottom line. this may cause the it sector to outperform other technology sectors in this recession.

in the last two recessions, the recovery in Massachusetts lagged that of the nation. although each cycle 
is different, it is quite possible that job growth could again turn around somewhat later here than in the 
u.s. as a whole. one reason is a slower underlying rate of population and labor force growth; another 
is the state’s somewhat higher concentration in supplying business investment products and services as 
opposed to consumer goods. in a recession driven by a fall-off in home purchases and consumer spending, 
businesses are likely to wait for evidence of an economic pickup before they make investments to expand 
capacity or accelerate new product development.

January 15, 2009

E X C E R P T S  F R O M  T H E  B O A R D

t
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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

recession grips the Bay state

Al A n Cl A y t o n-MA t t h e w s 

IT’S offIcIaL: maSSachUSeTTS IS foLLoWInG The U.S. economy InTo a SUBSTanTIaL 

DoWnTURn, WITh onLy a feW hoPefUL SIGnS To coUnTeR The GLoom. 
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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

conomic activity in Massachusetts is on the decline. 
according to the current economic index, real 
gross state domestic product grew at only a 0.6 

percent annual rate in the third quarter, and the leading 
index is predicting that the state’s economy will decline at 
a 1.5 percent annual rate over the six months november 
2008 through april 2009. Massachusetts is in a recession.
 through august, the state appeared to be buoyed by 
the technology, science, and health services sectors, but it 
now appears that declines in the rest of the state’s econ-
omy have seriously weakened the positive impact of these 
sectors. indeed, demand for the state’s technology and 
science-based products and services appears to be waning 
in the face of a contracting national economy and rapidly 
slowing world economy.
 the recession in the u.s. began in december 2007 
according the national Bureau of Economic research, the 
official date-setter for national business cycles. given the 
state’s favorable industry mix — a smaller share of hous-
ing production, virtually no auto-related manufacturing, 
and a high concentration in technology and science-based 
goods and services — the recession in Massachusetts came 
later than in the nation as a whole. the MassBenchmarks 
current economic index estimates that real Massachusetts 
domestic product grew at a 0.2 percent annual rate in 
october, so the recession may have come to the state as 
late as november. However, current estimates of prod-
uct growth were very low in both august and september 
— 0.3 percent and 0.1 percent respectively, so after revi-
sions in the data, the peak may be moved back to august, 
July, or even earlier. as of now, the Massachusetts payroll 
employment peak was in June.
 the following survey of key indicators of the Massa-
chusetts economy paints a troublesome picture.

A flood of bad economic news
Payroll employment fell a combined 10,100 jobs in sep-
tember and october, erasing almost all the growth of the 
past year. in october, employment was only 0.1 percent 
greater than in october 2007. Employment declines have 
been broad-based. during the first 10 months of 2008, 
six of the 10 super sectors lost jobs on net, with the larg-
est proportionate job losses in construction (4 percent), 
followed — in order — by manufacturing (1.3 percent), 
finance, trade/transportation/utilities, information, and 
leisure/hospitality (0.8 percent). one super sector, other 
services — which includes repair services, personal ser-
vices, and nonprofits — saw no net change in employment 
during this period. three super sectors: government, pro-
fessional business services, and education and health ser-
vices, experienced job growth of 0.5 percent, 1.0 percent, 

and 1.8 percent respectively. total payroll employment 
declined 0.1 percent during this period.
these payroll numbers — as weak as they are — may be 
overstating job growth. that is because they are based 
on a survey of employers that tends to perform badly at 
turning points, overestimating job growth at peaks, and 
underestimating job growth at troughs. When these job 
estimates get re-benchmarked in February, they may show 
that the number of jobs actually began to decline earlier 
and more rapidly than the current estimates indicate. at 
the prior employment peak in 2001, the payroll survey 
initially recorded a peak in June 2001, but when these 
data were re-benchmarked in February of 2002, the peak 
was moved back to January of 2001. What had originally 
appeared to have been a small increase of 6,800 jobs 
between January and June was revised to a job decline of 
25,900. By February 2009, we may find that job declines 
in 2008 were steeper than the current estimates suggest.
 the other employment survey, of resident house-
holds — used to estimate the state’s unemployment rate, 
paints a bleaker picture than the payroll survey. according 
to that survey, state resident employment fell by 20,500 
in the first ten months of this year (since december 2007) 
— a decline of 0.6 percent, while unemployment rose by 
41,200, boosting the unemployment rate from 4.3 per-
cent in december 2007 to 5.5 percent in october.
 other measures of unemployment also reflect a rap-
idly deteriorating labor market. Monthly initial unemploy-
ment claims rose from 36,000 to 43,700 (on a seasonally 
adjusted basis) between July and october. Historically, 
40,000 has served as a reliable indicator of the critical 
dividing line between expansion and recession. initial 
unemployment claims last rose above 40,000 in July 
2001, and before that, in June 1989. in both cases, reces-
sions had begun a few months earlier.
 the Bureau of labor statistics’ most inclusive mea-
sure of unemployment, called “u-6,” has also risen rap-
idly during the last year. this measure adds to the official, 

Through August, the state appeared to 
be buoyed by the technology, science, 
and health services sectors, but it now 
appears that declines in the rest of the 

state’s economy have seriously weakened 
the positive impact of these sectors.

E
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more restrictive measure of unemployment by counting 
two additional categories of workers as unemployed:  
1) those who want a job and who have looked for work  
in the recent past, but who have not looked in the last 
four weeks, and 2) those who currently are working part-
time because they cannot find full-time employment. this 
measure for Massachusetts rose from 7.2 percent in sep-
tember of 2007 to 8.8 percent in october. it last peaked 
at 9.1 percent late in the last recession.1 
 state tax revenues in the first quarter of this fiscal 
year fell short of expectations by over $200 million, and, 
controlling for changes in tax laws and rates, were down 
by 0.2 percent from the first quarter of the prior fiscal 
year. in response, the department of revenue adjusted 
the official benchmark estimate for FY09 tax revenues 
down by $1.1 billion, or 5.1 percent. revenue from 
various sources began to decline sharply in september, 
reflecting a slowdown or outright decline in current eco-
nomic activity. 

 three tax components contribute to the MassBench-
marks current and leading economic indexes aforemen-
tioned. Withholding taxes derive from wages paid to payroll 
workers. these revenues are used to form an estimate of 
seasonally adjusted wage and salary income of Massachu-
setts workers. according to this estimate, total wage and 
salary income fell at a 1.5 percent annual rate (in nominal 
terms) in the three months ending in october from the 
prior three-month period. 
 state regular sales taxes — which exclude meals, auto-
mobile sales, gasoline, cigarette, and alcohol excise taxes 
— are a good proxy for consumer discretionary spend-
ing and business spending on office and building supplies. 
these revenues are used to form an estimate of such sea-
sonally adjusted spending. this sales tax base measure fell 
at a 3.3 percent annual rate (in nominal terms) in the same 
most recent three-month period.
 Motor vehicle sales taxes are a direct measure of 
automobile sales in Massachusetts. these revenues fell at 

Source: U.S. Bureau of Labor Statistics. 
Note: The unemployment rate is the official unemployment rate as released by the BLS.  The underemployment rate is from the monthly Current Population Survey (CPS), seasonally adjusted 
and smoothed by UMass.

Figure 2. Massachusetts Unemployment and Underemployment Rate

Source:  Massachusetts Executive Office of Labor and Workforce Development (EOLWD)

Figure 1. Initial Unemployment Claims, Massachusetts
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a 21.3 percent annual rate during the same most recent 
three-month period.
 Both consumer and business confidence have fallen 
sharply this year. the last two readings of Massinsight’s 
quarterly consumer confidence index were 50 in July 
and 51 in october, the two lowest recorded levels in the 
history of the index, which dates back to January 1992. 
the associated industries of Massachusetts Business con-
fidence index in october was 41.4, the lowest value in its 
history, dating back to december 1996. a level of 50 for 
the business confidence index is the dividing line between 
expectations of an expanding versus contracting economy.
 Household wealth, as measured by financial savings 
and home equity value, has fallen substantially in the last 
year. the Massachusetts association of realtors’ (Mar) 
median single-family home price in october was 10.6 per-
cent below the previous year, and 17.3 percent below its 
peak in december of 2005 (on a seasonally adjusted basis). 
stock prices (as of december 1) were down roughly 50 
percent from their peak in october 2007.

 the housing market continues to struggle. accord-
ing to the Warren group, foreclosures in the first nine 
months of this year were up 72 percent in Massachusetts 
from the same period in the previous year. Housing per-
mits were below 500 for each of the first nine months 
of this year (on a seasonally adjusted basis). this is the 
longest period of time that permits have been depressed 
at this level for the history of these data, which go back to 
1969. there is, however, one encouraging sign of activity. 
Home sales are up in Massachusetts. to the extent that 
sales are not up because of distressed foreclosure auctions, 
this means that households are finding sources for mort-
gage lending. Moreover, an increased level of “voluntary” 
transaction activity means that prices may be approaching 
the bottom. according to the Mar, in october, single-
family home sales were up 6.6 percent from the previ-
ous year, and on a seasonally adjusted basis, in the last 
three-month period ending in october, they were up 
at an annualized rate of 14.1 percent from the previous 
three-month period. these increases are from low levels, 

Investment in Information Processing Equipment 
and Software (U.S., SA)

Industrial Production: Information Processing 
Equipment (U.S., SA)

Value of Shipments: Computers and Electronic 
Products (U.S., SA)

New Orders: Computers and Electronic Products 
(U.S., SA)

Inventories-to-Sales Ratio: Computers and 
Electronic Products (U.S., SA)

Semiconductor Equipment Shippings: North 
America (SA)

Semiconductor Equipment Bookings: North 
America (SA)

Semiconductor Billings: Worldwide Market (SAA)

Semiconductor Billings: Americas (SAA)

Bloomberg stock index for Massachusetts*

Merchandise Exports: Massachusetts (SAA)

Merchandise Exports: U.S. (SAA)

AIM Business Confidence Index, Massachusetts

NAPM Manufacturing Index (U.S.)

Table 1. Measures of U.S. and Worldwide Technology Demand

Source

Most recent 
three months 

vs. prior three-
month period

From same 
period 

prior year

-1

-4

-8

-9

14

-55

-53

9

-29

-35
20
13

-20

-39

5

6

-7

-8

17

-39

-28

2

-16

-43
13

9

-25

-23

q3

Oct

Sep

Sep

Sep

Oct

Oct

Sep

Sep

28-Nov
Sep
Sep

Oct

Oct

U.S. BEA, NIPA

U.S. Federal Reserve

U.S. Census Bureau

U.S. Census Bureau

U.S. Census Bureau

Semiconductor Equipment and 
Materials International
Semiconductor Equipment and 
Materials International
Semiconductor Industry 
Association
Semiconductor Industry 
Association

Bloomberg
WISERTrade
WISERTrade
Associated Industries of 
Massachusetts
National Association of Purchase 
Managers

Reference 
period 

(all in 2008)

Growth at Annual Rates

Notes: SA means seasonally adjusted by the source; SAA means seasonally adjusted by the author.                                                                       *Stock prices are end-of-month closing prices.
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however, and are still 20 percent below the average for 
the 1999-2004 period, a time of relative “normality” in 
the housing market.
 one bright spot for the state’s economy has been its 
technology, science, and knowledge-based sectors, which 
have been supported by national and international demand 
from business and government customers and clients. there 
are some indications that these sectors have continued to 
grow, at least through september or october. as of sep-
tember, Massachusetts merchandise exports, which consist 
largely of technology-based products, have been doing 
well. in the third quarter, they grew at an annual rate of 20 
percent over the previous quarter (on a seasonally adjusted 
basis), and were up 13 percent over the third quarter of the 
previous year. on another positive note, employment in pro-
fessional, scientific, and technical services was up 3.1 percent 
in the first 10 months of 2008 (from december 2007).
 However, dark clouds are forming on the technology 
front. several national and worldwide measures of demand 
for information technology (it) products, which tend to 
lead employment in related sectors, exhibited negative 

Source: New England Economic Partnership (NEEP); Moody’s Economy.com

Figure 3. Employment Growth, Massachusetts

Source: NEEP; Moody’s Economy.com

Figure 4. Ratio of Median House Price to Per Capita Personal Income, Massachusetts
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it products have also been declining recently. among the 
indicators tracked in the table, only worldwide sales of 
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sales of semiconductors in the americas were declining 
sharply. also telling is the rise in inventories of comput-
ers and electronic products and the simultaneous decline in 
orders. this means that more layoffs in it manufacturing 
and related sectors are on the way. the Bloomberg stock 
index for Massachusetts, which reflects the state’s high 
concentration in technology-related businesses, has fallen 
nearly as steeply as the decline that followed the dot.com 
bust in 2000. this strongly indicates that the state’s tech-
nology sector will not be spared during this recession.

How bad will it be? 
Just because the recession began here later than in the 
nation overall does not mean that it will be milder or 
shorter. now that it appears that the recession has spread 
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world-wide, affecting business investment as well as con-
sumer spending, Massachusetts is likely to be hit as hard 
as the rest of the nation. indeed, to the extent that the 
state is more concentrated in supplying business invest-
ment and innovation, the downturn could be longer if 
businesses wait to see evidence of a sustained pickup in 
consumer demand before making investments to expand 
capacity or accelerate product development.
 on november 20, the new England Economic Part-
nership released its five-year forecast for the new England 
economy. the forecast for Massachusetts is for the peak-
to-trough decline in real gross state domestic product 
to be a modest 0.6 percent between the third quarter of 
2008 and the second quarter of 2009. on an annual basis 
(fourth quarter to fourth quarter), real gross state domes-
tic product is expected to slow from a 1.3 percent growth 
in 2008, to a 0.3 percent growth in 2009.
 Massachusetts payroll employment is projected to 
decline by 4.1 percent between the peak in the second 
quarter of 2008 to the trough in the third quarter of 
2010, or by approximately 135,000 jobs. this is expected 
to be a substantial recession, but not as bad as the previ-
ous two. in the dot-com recession of 2001, the state lost 
205,000 or 6.1 percent of its jobs, and in the recession of 
the late 1980s/early 1990s Massachusetts lost 356,000 or 
11.3 percent of its jobs.
 the fall in house prices is expected to continue 
through the first half of 2010, with a cumulative price 
decline, on a seasonally adjusted quarterly basis, of 21 
percent from the peak in the third quarter of 2005 to the 
trough in the second quarter of 2010. Housing prices are 
then projected to remain flat through the end of 2011, 
after which they will begin to rise, appreciating about 5 
percent in 2012.
 By mid 2010, when prices are projected to hit bot-
tom, the price-to-income ratio in Massachusetts — mea-
sured as the ratio of median single-family homes to per 
capita personal income — will be about 5.5, the same ratio 
that prevailed in the mid 1990s and the early 1980s. the 
peak of this ratio, reached in the beginning of 2005, was 
8.5, about the same ratio attained at the peak of the mar-
ket at the end of 1987. this fall to historically low levels 
should repair much of the cost-of-living disadvantage that 
Massachusetts has had in the last several years.
 it is difficult to see how the economy could perform 
better over the next year or two than the scenario embod-
ied in the nEEP forecast. it is easier to imagine scenarios 
that are worse, if only because of the time required for 
the economy to turn around given its downward momen-
tum. it appears that asset prices for both stocks and real 
estate are overshooting on the downside, with consequent 

effects on the real economy through falling wealth and 
falling expectations that affect both consumer and invest-
ment demand. this vicious downward spiral is going to 
continue for some time before it begins to correct itself.
 current economic events elicit a Keynesian descrip-
tion, with a Keynesian solution. the Keynesian multiplier 
is working on the downside, with falling demand in the 
u.s. and the developed world begetting further declines in 
spending, pulling the world economy into a nightmare sce-
nario of an underemployment equilibrium. the Keynesian 
solution is for fiscal stimulus on a large scale, which could 
include a mix of federal government spending and tax cuts. 
the idea is that the stimulus would cancel the effects of the 
downside multiplier on spending, and boost expectations 
so that consumer and investment demand were restored, 
thus doing away with the need for further fiscal stimulus. 
this process takes time.

AlAn ClAyton-MAtthews, an associate professor and the director of 
quantitative methods in the Public Policy Program at the University 
of Massachusetts Boston, is co-editor of this journal.

notE

1. the Bureau of labor statistics does not publish the u-6 mea-
sure at the state level. the author obtained the state’s seasonally 
unadjusted rates from the monthly current Population surveys, and 
then seasonally adjusted and smoothed them to calculate the figures 
reported in the text. 
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in July 2008, the average price for a gallon of home heat-
ing oil in Massachusetts rose to $4.71, with some oil 
companies advertising prices over $5 per gallon.1 approxi-
mately 858,000 households in the commonwealth heat 
with oil.2  some of these consumers, concerned that prices 
would continue to increase, locked in their winter supply 
of heating oil in mid-summer. Most households delayed 
filling their tanks, hoping that prices would come down 
before cold weather set in. 
 on august 1, the uMass donahue institute released 
an analysis of the economic impact of rising oil prices on 
Massachusetts households.3 at the time, the u.s. Energy 
information administration was projecting that retail heat-
ing oil prices would remain significantly above $4 per gal-
lon through 2009.4 the study findings were sobering. at 
the projected price of $4.43 per gallon, the average Mas-
sachusetts household that heats with oil would have had to 
pay nearly $3,200 to stay warm in 2009. collectively, the 
study found that Bay state households would spend almost 
$2.7 billion on heating oil in the upcoming year. analysis 
of the impact of high heating oil prices on low- and low- to 
moderate-income households found that at least 163,000 
households would face moderate to severe difficulty heat-
ing their homes in 2009.5  
 the donahue institute’s study caught the attention 
of policy makers across the commonwealth and added 
to a chorus of calls for increased outreach and assistance 
efforts to help families pay their heating bills. governor 
deval Patrick convened a Winter Energy costs task Force 
in late July. He also joined forces with the new England 
congressional delegation to press for a major increase in 
the federal low income Home Energy assistance Pro-
gram (liHEaP). governors, state and local officials, and 
low-income and consumer advocates across the new Eng-
land region worked together on plans to prevent a “snowy 
Katrina” scenario of families freezing to death due to 
inability to pay their heating oil bills.6   
 research, advocacy, and planning efforts resulted in 
significant new energy assistance funding and initiatives. 
in late september, congress approved $5.1 billion for the 
liHEaP, nearly doubling program funding over the FY 
2008 appropriation. Massachusetts increased eligibility 

standards for fuel assistance to include more moderate-
income households.7 the commonwealth developed new 
outreach efforts and dedicated state funds for weatheriza-
tion programs. and just in time for the heating season, 
the price of heating oil fell sharply, from more than $4 per 
gallon in august to under $3 in early november. 
 oil prices remain highly volatile. in early January, the 
u.s. Energy information administration projected that 
crude oil prices would average $43.25 per barrel in 2009 
due to weak demand, and that the average regional retail 
price of heating oil would fall to $2.22 a gallon next year.8 
However, the international Energy agency warned that the 
collapse in crude oil prices would be temporary, with prices 
likely to average more than $100 per barrel through 2015.9  
 the combination of falling oil prices and rapid 
response by policy makers may avert a heating oil afford-
ability crisis in 2009. However, in the context of contin-
ued uncertainty about prices and growing economic pres-
sures on Massachusetts households, the uMass donahue 
institute’s analysis of the economic burden of heating 
costs on households in Massachusetts and the rest of new 
England illustrates the commonwealth’s vulnerability to 
oil price shocks. this article explores the potential impact 
of high oil prices on households in the Bay state and the 
region, and briefly reviews some lessons policy makers can 
learn from the recent price spikes. 

Trends in heating oil expenditures, 2003–2009
Between 2003 and 2006, the average northeast regional 
price for home heating oil increased approximately 72 per-
cent, from $1.45 to $2.49 per gallon. during that period, 
total residential expenditures on heating oil in Massachu-
setts increased by more than 21 percent, from $1.3 to 
nearly $1.59 billion. the average heating oil bill for Bay 
state households grew from $1,417 to $1,798, in spite of 
the fact that average consumption of home heating oil fell 
by approximately 26 percent.10 
 Figure 1 shows estimated aggregate residential heating 
oil expenditures in 2003, 2006, and 2009 under a range 
of assumptions about oil prices. in 2006, Massachusetts 
households spent approximately $1.59 billion on oil heat. 
at an average 2009 price of $3.04 per gallon, a similar 
level of consumption would cost $1.86 billion.11

 average 12-month household oil bills in 2003, 2006 
and 2009 are illustrated in Figure 2, using the same oil 
price assumptions. at $3.04 per gallon, the average Mas-
sachusetts household that heats with oil would spend 
$2,195 for heat in 2009.12   
 Estimated aggregate and average expenditures in 2009 
are based on 2006 average household consumption of 722 
gallons of heating oil. this is a conservative assumption, 

This article is based on a report on the economic 

burden of rising heating oil costs in Massachusetts 

released by the University of Massachusetts 

Donahue Institute in August 2008.



because 2006 was an atypically warm year. the year 2009 is 
expected to be much closer to normal.13  Households may 
need to burn more oil than they did in 2006 to stay warm.

Impact on lower-income households
lower-income households that heat with oil have less abil-
ity to absorb the rising cost of home heating. the dona-
hue institute developed conservative standards to assess 
the burden of heating costs on low- and low- to mod-
erate-income households that heat with oil. the poorest 
20 percent of households in the commonwealth — those 
with incomes up to $22,526 — were identified as “low-
income” and were considered to be moderately burdened 
by oil heat costs exceeding 2.5 percent of household 
income, and severely burdened by oil bills exceeding 5 
percent of income. low-to-moderate income households 
— those with incomes between $22,537 and $46,315 — 
were considered to be moderately burdened by oil heat 
costs exceeding 5 percent of household income, and 
severely burdened by oil bills exceeding 10 percent of 
income. these standards are summarized in table 1.14

 Figure 3 shows the number of households burdened 
by oil heat costs according to these thresholds. the first 

12

column represents average twelve-month heating oil bills 
as actually reported by low- and low-to-moderate income 
households in 2005 and 2006, at an average retail oil 
price of $2.32 per gallon.15 the other columns represent 
the estimated number of burdened households in 2009 at 
different prices for oil, assuming the same level of twelve-
month oil consumption as reported in 2005 and 2006. 
these figures do not include rental households that pay 
for oil heat as a component of their rent.16

 at an average heating oil price of $2.32 per gallon, 
approximately 112,000 Massachusetts households earn-
ing less than $46,316 per year were moderately or severely 
burdened by the cost of oil heat. if the price of oil aver-
aged $3.04 per gallon, an additional 21,794 households 
would be burdened by the same level of oil heat consump-
tion. if 2009 oil prices averaged $4.43 per gallon, as was 
projected in July 2008, a total of 163,223 households 
would be burdened.17  
 several factors may make these estimates too con-
servative. First, the estimates reflect an assumption that 
the incomes of households earning less than $46,316 
will remain stable, neither rising or falling between 2006 
and 2009, when in fact there has been a steady long-term 

Figure 1: Total household expenditures on oil heat, Massachusetts: 2003, 2006 and 2009

Source: UMass Donahue Institute (UMDI) estimates based on U.S. Energy Information Administration consumption and price data and U.S. Census data on the percentage of Massachu-
setts households that heat with oil.

Figure 2: Average 12-month home heating oil bills, Massachusetts: 2003, 2006 and 2009

Source: UMDI estimates based on U.S. Energy Information Administration consumption and price data and U.S. Census data on the percentage of Massachusetts households that heat with oil.
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decline in the incomes of low- and low- to moderate-
income households in Massachusetts even before the 
recent economic downturn.18  second, the period during 
which the actual heating bills were reported was warmer 
than average. third, reported heating oil bills were signifi-
cantly lower than the authors’ calculation of average Mas-
sachusetts oil heat bills, suggesting that households may 
be underestimating their actual heating oil expenditures 
when responding to u.s. census questionnaires.

 a majority of households burdened by oil heat costs 
are headed by persons over the age of 60. Figure 4 shows 
burdened households by age of householder under differ-
ent assumptions about the price of oil. 
 at an average heating oil price of $2.32 per gallon, 
approximately 71,400 householders over the age of 60 
were moderately or severely burdened by oil heat costs, 
representing 64 percent of all burdened households. if 
the average price of oil increases to $3.04, nearly 84,000 

Figure 3: Massachusetts households burdened by oil heat costs

Minimum household income

Maximum household income

Median household income 

Moderate burden as % of income

Moderate burden threshold for median income household

Severe burden as % of income 

Severe oil cost burden threshold for median income household

Table 1: Thresholds used to identify households burdened by oil heat costs

Source: Heat Rises, 2008, UMDI.
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Figure 4:  Massachusetts householders burdened by oil heat costs by age
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householders over the age of 60 will be burdened, repre-
senting 62 percent of all burdened households.19  
 there are at least two reasons why older residents are 
more likely to be burdened by oil heat costs. First, they are 
more likely to heat with oil. Forty-six percent of household-
ers over the age of 60 depend on oil heat, compared to 36 
percent of all Massachusetts households.20 second, older 
residents have lower incomes, and are thus more likely to 
fall into the low- and low- to moderate-income groups 
used to calculate the number of burdened households. 

A worse problem elsewhere in New England
of the six new England states, Massachusetts is the least 
dependent on oil as a source of residential heat. in 2006, 
36 percent of Bay state households used heating oil as 
their primary source of fuel. across the region, approxi-
mately 47 percent of households heat with oil. in Maine, 
three out of every four households depend on oil heat.21  
Figure 5 shows the percentage of households that heat 
with oil and median household income in the six new 
England states in 2006. greater reliance on heating oil and 

lower household incomes in northern new England states 
suggest that a large percentage of the residents of new 
Hampshire, Maine, and vermont would be burdened by 
heating oil costs if the price of oil increases again.
 Figure 6 shows estimated household expenditures on 
heating oil in the six new England states in 2003 and 2006, 
and 2009 under different assumptions about oil prices. in 
2006, the region’s households spent approximately $4.59 
billion on heating oil. at an average price of $3.04 per 
gallon, an equivalent amount of consumption would cost 
$5.5 billion. if prices were to increase to $4.43 per gallon, 
residents of the region would pay more than $8 billion for 
heating oil.22 clearly, heavy dependence on heating oil pres-
ents a major economic vulnerability for the entire region.

Assessing the impact of rising oil heat bills
Households that depend on heating oil to stay warm lack 
the primary safeguards available to households that heat 
with gas and electricity. state law protects low-income 
and elderly residents, people who are ill, and families with 
infants from having their gas or electric heat shut off during 

Figure 5: Dependence on heating oil and household income, New England: 2006

Source: U.S. Census, ACS, 2006. 

Figure 6:  Total household expenditures on oil heat, New England:  2003, 2006 and 2009

Source: UMDI estimates based on U.S. Energy Information Administration consumption and price data and U.S. Census, ACS data on the percentage of households that heat with oil.
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the winter months. it also requires gas and electric utilities 
to provide discounted service to low-income customers, 
and to establish payment plans for residential customers 
who fall behind on their bills. However, these protections 
are not available to households that rely on heating oil, 
because heating oil distributors are not regulated utilities. 
Heating oil distributors will not deliver to customers who 
are unable to pay for fuel. 
 if fuel assistance is inadequate to meet the needs of 
low- and low- to moderate-income households burdened 
by oil heat costs, individuals and families are forced to 
make choices between paying for heat and expenditures on 
other necessities, including other shelter costs (mortgage 
payments, real estate taxes, and rent), food, and medicine. 
these choices have serious implications for public health 
and safety. 
 a 2005 survey of families receiving fuel assistance 
found that 20 percent of recipients reported going with-
out food, 28 percent reported going without medical or 
dental care, and 23 percent did not make full rental or 
mortgage payments because of high energy bills.23

 While entire households are negatively affected, “heat 
or eat” decisions are particularly harmful for children 
because there is substantial evidence that “food insecu-
rity,” or uncertain or limited availability of adequate sup-
plies of food, can have serious long-term effects, including 
decreased immune function, compromised brain develop-
ment, and increased risk of illness. coupled with insuffi-
cient health care, the health consequences for children of 
these budget trade-offs are severe.24 

 additional research investigating the relationship 
between high heating and cooling costs and their impact 
on household food supply has shown that households that 

consist entirely of elderly persons experienced significant 
seasonal differences in access to sufficient amounts of food 
as compared to households with no elderly persons (and 
no children).25 in regions with high heating costs, the 
likelihood of “very low food security” (the usda term to 
describe the severe range of access to sufficient amounts 
of food) was 43 percent lower in the summer months than 
in the winter for low-income, elderly households.26 the 
donahue institute analysis of Massachusetts households 
likely to be burdened by oil heat costs indicates that there 
will be tens of thousands of Bay state seniors facing “heat 
or eat” decisions this winter. 
 the rising cost of oil heat also presents public safety 
issues. low-income families that are confronted with high 
heating costs often substitute risky heat sources for more 
expensive, conventional sources. Portable space heaters, 
kitchen stoves, and fireplaces replace traditional and more 
costly forms of heat and as a result, families are exposed 
to greater health risks, including carbon monoxide poi-
soning, contact burns, and accidental house fires. the 
2005 survey of liHEaP recipients found that more than 
20 percent of fuel assistance recipients in the northeast 
used their stove or oven to provide heat because of very 
high energy costs.27 the same liHEaP survey found that 
nationally, 17 percent of elderly households and 29 per-
cent of families with children under the age of 18 reported 
using alternative heating sources at some point during 
the year because of high fuel costs. the consequences of 
improvised heat sources can be fatal, and each year carbon 
monoxide poisoning and fire claim lives. 
 although many new England residents that heat 
with oil are likely to be able to pay for the increased cost of 
home heating without giving up basic necessities, the cost 

Figure 7: Impacts of unaffordable energy bills, Northeast region LIHEAP recipients

Source: National Energy Assistance Directors, 2005 National Energy Assistance Survey, Final Report.
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of oil heat displaces spending on goods and services pro-
duced locally. crude oil production and refining account 
for approximately 76 percent of the retail cost of heating 
oil, and none of this activity takes place in the six new 
England states.28 this means that at best, only 24 percent 
of the dollars that households spend on heating oil stay in 
the region.
 in november 2008, the Eia projected a regional 
retail price of $2.63 per gallon in 2009. at this price, we 
estimate that household spending on heating oil would 
result in an outflow of more than $1.2 billion from the 
Massachusetts economy, and in excess of $3.6 billion from 
the six-state region.29 at 2006 levels of household heat-
ing oil consumption, every 1 cent increase in the price of 
heating oil results in an additional $13.7 million in new 
England household spending on oil leaving the region.30

Avoiding a future crisis: 
potential policy responses

Massachusetts governor deval Patrick’s Winter Energy 
Costs Task Force Report, issued in october 2008, recom-
mended a three-part strategy to avert a crisis caused by 
spikes in energy prices. the task Force called for: 

•	 Maximizing	fuel	assistance	from	federal,	state,	and 
 private funds to help vulnerable individuals and   
 households make it through the winter, including  
 extending that assistance to more families;
 
•	 Dramatically	increasing	energy	efficiency	programs	 
 to help residents lower their heating bills and reduce  
 the amount of fuels they use; and 

•	 Raising	awareness	of	the	resources	available	to	 
 help Massachusetts residents cope with the energy  
 challenge.31

  the federal low income Home Energy assistance 
Program (liHEaP) is the primary safety net for low-
income households that depend on heating oil.32 in 2008, 
Massachusetts had $136.35 million in funding for fuel 
assistance, including $15 million appropriated by the leg-
islature.33 the commonwealth provided fuel assistance 
to a total of 144,846 households. oil-heated households 
received approximately 30 percent of funds allocated and 
represented about 29 percent of households served. the 
average oil-heated household received $966 in liHEaP 
benefits.34 assuming a discounted 2008 liHEaP price of 
$2.75 per gallon, this level of benefits would have pur-
chased 351 gallons of oil, about half the annual consump-
tion of the average Massachusetts oil-heated household.35  
 For the upcoming heating season, Massachusetts 
has $224.19 million in fuel assistance funds. the state 
liHEaP program projects that this level of funding will 
serve a total of 203,000 households, including 58,000 
that are heated by oil.36 assuming that the average house-
hold receives $1,142 in assistance to purchase oil at a dis-
counted price of $2.33 per gallon, this level of benefits 
would represent approximately 68 percent of the average 
consumption of an oil-heated household. 
 although the increased funding for liHEaP and 
increased eligibility standards will allow the state to pro-
vide a significant increase in fuel assistance to more Massa-
chusetts households, the estimated number of oil-heated 
households that will be served by the program in 2009 still 
represents only half of the households that we believe will 
be burdened by oil heat costs in 2009 given current price 
projections. thus, even given full funding of the federal 
liHEaP program and a significant drop in oil prices, fuel 
assistance will not be nearly adequate to meet the needs of 
low- to moderate-income Massachusetts households that 
heat with oil.
 given the probability of fuel assistance funding falling 
short of need under all projections about future oil prices, 
increased investment in household energy efficiency is 
likely to be the most effective long-term strategy to pre-
vent a crisis associated with oil price spikes. the com-
monwealth has made a strong commitment to increasing 
residential energy efficiency through existing programs 
and new initiatives. 
 in 2009, Massachusetts will receive $13.6 million 
from the federal low-income weatherization program, 
representing a 143 percent increase in funding over 2008. 
the state expects to weatherize 1,900 oil-heated homes 
through this program in 2009, which is a 46 percent 
increase over 2008.37 studies in vermont have found that 
low-income weatherization results in energy savings of 
approximately 19 percent for oil-heated homes.38 

Even if Massachusetts finds itself spared of the 
crisis that seemed unavoidable just a few short 
months ago, we should take the energy price 
scare as a wake-up call. There is no time like the 
present to prepare for, and arm all of our citizens 
against, the inevitable return of higher energy 
prices in the future.

Commonwealth of Massachusetts Winter Energy 
Costs Task Force Report, 2008
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 the Massachusetts department of Energy resources 
(doEr) recently increased the rebate that households can 
receive for investments in home energy efficiency from 50 
percent of project cost with a maximum of $1,500 to 75 
percent of project cost up to a limit of $2,000. in addi-
tion, homeowners may now receive both rebates and no-
interest loans for efficiency investments.39  
 When governor deval Patrick joined the northeast 
regional greenhouse gas initiative (rggi), he made 
a commitment to use the proceeds from sale of carbon 
emission allowances to increasing household energy effi-
ciency.40 in october 2008, the state department of Public 
utilities approved the use of $5.9 million from the first 
auction of these allowances to fund utility-sponsored resi-
dential energy efficiency programs. the Winter Energy 
task Force recommended that an additional $4 million 
in rggi auction proceeds be dedicated to a program 
that would provide funding for low-income households 
to replace old, inefficient heating systems. it also targeted 
$500,000 in proceeds from rggi auctions to fund a pub-
lic education campaign promoting energy efficiency.41   
 the governor’s Winter Energy task Force report rec-
ommended a broad and comprehensive variety of planning, 
outreach, and education efforts designed to expand and 
publicize the services available to households struggling 
with heating costs. strategies reflected the efforts of a wide 
range of state agencies, as well as input and participation 
from nonprofit organizations and municipal officials, and 
provided opportunities for public-private partnerships to 
address the problem. Major elements of the task force’s 
public information and outreach program include:

•	 A	statewide	interagency	outreach	team	to	provide		
 information on heating assistance resources to low- 
 income households before the onset of winter,   
 including special efforts to target senior citizens; 

•	 Designating	a	primary	telephone	hotline	for	infor-
 mation on heating assistance through the united 
 Way’s 2-1-1 program;

•	 Improved	information	on	affordable	do-it-yourself
 home improvement projects to save energy;

•	 A	new	public	information	campaign,	led	by	fire	
 safety officials, to alert households to the dangers 
 involved in using alternative heating sources;

•	 Contingency	planning	to	provide	warming	centers,
 shelters and other emergency services to families   
 who cannot afford to heat their homes. 

Conclusion
although heating oil prices in 2009 are currently pro-
jected to be almost 50 percent lower than peaks reached 
during the summer of 2008, considerably more than 
100,000 Massachusetts households will be burdened by 
oil heat costs this winter. While the commonwealth may 
avoid the type of large-scale “snowy Katrina” scenario that 
loomed when oil prices were expected to remain over $4 
per gallon in 2009, it is important to recognize that tens 
of thousands of low-to-moderate income households will 
still face very difficult choices between paying for heat and 
purchasing other necessities this winter. Even though fed-
eral funding for fuel assistance has doubled, funds will not 
be sufficient to assist all of the families that truly need 
help. the situation is likely to be similar in the other five 
new England states. 
 the Massachusetts congressional delegation, the 
Patrick administration, and the Massachusetts legislature 
responded quickly to the threat presented by skyrocket-
ing heating oil prices. the state’s elected and appointed 
leaders have developed short-term plans to assist house-
holds in need, and long-term strategies to reduce the 
commonwealth’s vulnerability to future spikes in the 
price of oil. their efforts will make a real difference in the 
lives of Massachusetts residents this winter, and increas-
ing investments in household energy efficiency will pay 
large dividends for the state the next time that the price 
of heat rises.
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Housing and Redevelopment Authority and a former research man-
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Foreclosures Cast 
Long Shadow Across 

Northeast Region
dA v i d tu R C o t t e,  Ro b e R t fo R R A n t, 

Jo h n fR A s e R,  A n d sh u w e n li u

GRoWInG ImPacTS on neIGhBoRhooDS anD 

commUnITIeS SPUR neW InITIaTIveS 

By LocaL GRoUPS To fInD effecTIve RemeDIeS.

increased foreclosures, abandoned properties, and falling 
home prices in the commonwealth’s northeast region 
have left city managers and mayors struggling with dif-
ficult budget decisions. in February 2008, lowell city 
Manager Bernard lynch stated, “[dealing with foreclo-
sures] is going to be a real challenge, as if the city didn’t 
have enough challenges. You have a lot of people that are 
very stable residents and property owners in these neigh-
borhoods. they keep their properties up and something 
happens next to them or a couple houses away and it just 
ripples through the neighborhood. We have to keep on 
top of this, but we’re limited in our powers because gov-
ernment only has so many powers when it comes to pri-
vate property.”1  
 What’s going on? Massachusetts home foreclosures 
soared 62 percent in 2008 compared with 2007 and were 

nearly four times higher than two years ago, according to 
the Warren group, a Boston-based publisher of real estate 
data. nearly 12,500 foreclosure deeds were recorded in 
2008, compared with 7,653 in 2007 and 3,130 in 2006. a 
sizeable number of these foreclosures occurred in the north-
east region. the Warren group reported that the median 
price statewide for a single-family home was $323,000 in 
august 2008, down seven percent from the same time last 
year and the lowest august figure for seven years. 
 in the northeast region’s two largest cities, lawrence 
and lowell, foreclosure filings will approach record numbers 
in 2008. lawrence’s high mark of 416 foreclosures in 1992 
is very likely to be surpassed; for the first ten months of 2008 
there were 396 foreclosure filings, exceeding the 262 fore-
closures for all of 2007. the foreclosures could spell hard 
times for lawrence where, according to Yovani Baez, real 
estate project manager for lawrence community Works, “a 
lot of progress has been made over the last few years, but 
the foreclosures may undermine this progress long-term by 
increasing vacancies and neighborhood blight.”2 
 For lowell, the previous high foreclosure mark of 
375 in 1993 is in reach; there were 315 foreclosures there 

Figure 1: Number of foreclosure deeds in Lawrence and Lowell, 1987 to 2008

*This number is generated by actual number of foreclosures Jan-Sept and forecasts based on monthly average.
Sources: Essex North Registry of Deeds and Middlesex North Registry of Deeds
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for the first ten months of 2008. Middlesex north regis-
ter of deeds richard Howe predicts that 2008 and 2009 
could exceed the 1993 figure because so many five-year 
adjustable mortgages filed in 2003 and 2004 in lowell 
“involved low introductory interest rates, interest-only 
mortgages, and other creative financing programs that 
allowed people to purchase homes they simply could not 
afford. When the payments on mortgages such as these 
reset, the payment may increase dramatically, in some 
cases doubling, to make up for the artificially low pay-
ments early in the life of the mortgage.”3  
 Foreclosures are taking place in all types of hous-
ing, including condominiums, single-family homes, and 
apartment blocks. Haverhill, for example, experienced 
117 residential foreclosures from January to July 2008. 
of those foreclosures, 36 percent were single families, 19 
percent were two-family dwellings, 17 percent were three 
or more family buildings, and 28 percent were condo-
miniums. in lowell and lawrence, foreclosures on multi-
family homes accounted for 46 percent and 73 percent of 
foreclosures, respectively.4 
 For homeowners, the struggling mortgage and hous-
ing market has resulted in a drop in the valuation of their 
largest asset and, to add insult to injury, increased prop-
erty taxes as communities attempt to raise badly needed 

revenues to fund city services. school systems have intro-
duced ‘pay to play sports’ and ‘pay to ride the bus’ fees. 
this all comes at a time when, according to the Massa-
chusetts Budget and Policy center’s noah Berger, there 
is already “too much reliance on local property taxes as a 
source of revenue for essential services.”
 in chelmsford the ‘double whammy’ translates to a 
2.8 percent increase in the average single-family property 
tax bill for 2008 over 2007, even though home values 
dropped there an average of 4.6 percent. For dracut, the 
tax bill climbed 3.7 percent, while home values fell 4.7 
percent and for tewksbury the figures are 2.9 percent and 
–2.4 percent respectively. across all twenty communities 
in greater lowell, property values declined about 1.1 per-
cent while property taxes increased by 2.9 percent.5 Fur-
ther north up the Merrimack river, in lawrence, the good 
news that property values went up 1.6 percent was dramat-
ically offset by an average 10.3 percent increase in property 
taxes. next door in north andover, assessed property val-
ues dropped an average of 4.1 percent while average tax 
bills increased by exactly the same percentage.6  
 Behind these statistics is the disturbing fact that many 
more people who are still in their homes cannot afford to stay 
in them — yet they cannot afford to move either. Escalating 
rents and falling wages caused by the continued loss of well 
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paying jobs, have created an ‘affordability crisis’. accord-
ing to lowell’s coalition for a Better acre and other hous-
ing affordability advocates, the typical rule of thumb is that 
‘affordable’ means a family spends 30 percent or less of its 
annual income on shelter. But, growing numbers of people 
are forced to spend more than this on housing. Here’s an 
example. a typical two-bedroom apartment in lowell rents 
for around $1,100 a month. according to the 30 percent 
measure, a family would need a yearly income of $44,000 

to make this accommodation ‘affordable’. Yet about 45 
percent of lowell households earn under $35,000. 
 as university of Massachusetts lowell Professor of 
regional Economic and social development Philip Moss 
puts it: “the problem of affordable housing in lowell, and 
other places like it, is not just about a lack of living units 
at reasonable prices. it is also about the lack of wage and 
income growth among moderate- and lower-income fami-
lies in lowell and elsewhere.” that is, an increase in the 

england states for which data are available all exhibit 
negative equity rates below the national norm, though 
new hampshire did make it into the top ten of states 
ranked by their percentage of negative equity mortgag-
es. Massachusetts’ incidence of negative mortgages is 
10.4%, as compared to a national standard of 18.3%, 
and the state is 30th among all states in this measure. 
the state with the highest percentage of negative 
equity mortgages is nevada, with 47.8% of all house 
market values below their mortgage balance.

NOTE
1. The source of the data is First American CoreLogic, 
as of October, 2008.

negative equity in a house refers to a situation in 
which the market value of a house falls below the 
remaining mortgage value. the incidence of negative 
equity rises during periods of falling house prices. It 
can be a “leading indicator” of further deterioration 
in housing markets, as it often presages foreclosures 
and abandoned mortgages.  Both events, by pushing 
more houses on markets with already-falling prices, 
can result in further price weakening.

the accompanying table exhibits data measuring the 
incidence of negative equity mortgages, by state.1  the 
states included in the table are those with the ten high-
est frequencies of negative equity mortgages, plus the 
new england states where data are available. new 
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Negative Equity by State, Top Ten States and New England

Ranking

Nevada
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609,577

1,145,572

4,248,470
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6,461,981
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1,045,773
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1,772,254

338,495

419,002

191,893

24,901

449,243

25,015

144,168
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* This data set only includes properties with a mortgage. Non-mortgaged properties are by definition not included.
Maine and Vermont were not included due to insufficient data.
Source: First American CoreLogic.    
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stock of good jobs is an essential ingredient for 
any long-term solution to the housing crisis.

Local Efforts to Tackle the Crisis
For the northeast region to grow, young fami-
lies need to be able buy decent housing with 
manageable property taxes. several local orga-
nizations — including the coalition for a Better 
acre, the Merrimack valley Housing Partner-
ship, community teamwork, inc., the lowell 
Plan, Enterprise Bank, and lawrence commu-
nity Works — are hard at work on solutions. 
 concerns about the negative impacts of 
foreclosures led to the creation of the lowell 
Foreclosure Prevention taskforce, a group of 
housing stakeholders including local banks, 
municipal and state officials, nonprofits, and 
housing advocates working collaboratively to 
address the crisis. this taskforce, a key partner 
in the newly opened Merrimack valley Fore-
closure Prevention center, provides counseling 
services and financial intervention packages to 
assist local homeowners at risk of foreclosure.
 a big concern is that the foreclosure crisis 
will increase the number of vacant and abandoned 
houses in lowell. vacant and abandoned build-
ings reduce tax revenues while at the same time 
increasing expenditures on municipal services to 
prevent vandalism and arson. in response, the 
lowell city council in July 2008 approved a 
‘vacant and Foreclosed Property’ ordinance. if a 
property is vacant, owners or agents are required 
to contract with a local property management 
firm to maintain and secure it. owners not in 
compliance will be fined $300 weekly, with any 
expenses incurred by the city to secure or main-
tain the property to be recovered by placing a 
lien on the property. after the enactment of this 
ordinance, a uMass lowell researcher randomly 
assessed 60 foreclosed properties and deter-
mined that 18 buildings were occupied while 42 
were vacant. out of these 42 vacant properties, 
15 were secured and 27 were unsecured.
 there are indications that foreclosures are 
leading to increased homelessness and there is 
evidence of the adverse effect that foreclosure 
sales are having on neighborhood property val-
ues. in the July issue of the Merrimack Valley 
Housing Report, Middlesex north register of 
deeds richard Howe reported that recent fore-
closure sales resulted in a 37 percent decrease in 
property value when compared to the original 
price paid by the dispossessed owners. 

extending credit to almost anyone who wanted to buy a 
home is one of the primary causes of the current global 
financial crisis. scrutinizing the circumstances surrounding 
a block of foreclosures provides some insight into the cause, 
the extent, and the consequences of the problem. lowell, 
the commonwealth’s fourth largest city, with a highly diverse 
population and neighborhoods ranging from inner city to 
suburban, provides an instructive example. 

In 2007, there were 283 foreclosures in lowell (represent-
ing the latest annualized figures available at press time). 
Purchase mortgages, used by the borrower to fund the 
purchase of property (with no down payment in two-thirds 
of these cases), accounted for the majority (57 percent) 
of the foreclosures. traditionally, lenders required home-
buying borrowers to contribute substantial down payments, 
ensuring that the borrowers had a large chunk of their own 
money in the deal but also providing an equity cushion that 
would protect the lender’s position if home values declined. 
the current boom’s propensity for 100 percent financing of 
new home purchases eliminated both the lender’s safety 
net and the borrower’s motivation for sticking it out when 
times got tough. With today’s precipitous drop in the value 
of real estate, many new owners have just walked away from 
burdensome loans, leaving lenders with collateral worth far 
less than the indebtedness.

refinanced mortgages, taken out by borrowers already 
owning their property as a second or subsequent mort-
gage to pay off an earlier mortgage and to extract equity 
from the home, accounted for the rest (43 percent) of the 
foreclosures. In the typical refinancing, the borrower had 
bought the property seven years earlier and had refinanced 
three times.  the final mortgage amount averaged $75,000 
more than the borrower paid for the home in the first place, 
suggesting that many homeowners were regularly extract-
ing cash from the rising worth of their homes and not just 
seeking lower interest rates.  

As bad as the purchase mortgage problem is, the bigger 
threat comes from the refinancing phenomenon. Millions 
of established homeowners with manageable mortgages 
but slow-growing incomes succumbed to the temptation of 
easy cash and turned their homes into AtM machines. the 
repeated refinancing liquidated the rapidly rising value of 
homes to fund lifestyles that income alone could not sustain.  
unfortunately, the refinancing foreclosures seen to date are 
just the tip of the iceberg: with indebtedness far in excess 
of the still-declining value of their homes and the broader 
economy in crisis, many in the middle class now find them-
selves one missed paycheck away from foreclosure.

Richard P. Howe Jr. is the Register of Deeds for the 
Middlesex North District Registry of Deeds.

Anatomy of a Foreclosure Crisis
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 it appears that multi-family housing represents 
a disproportional number of foreclosures in Massa-
chusetts. our research indicates similar findings in 
the four largest cities within the Merrimack valley. 
as a result, the number of families impacted by fore-
closures in Massachusetts is larger than the number 
of foreclosed properties. in addition, tenants are 
being impacted as lenders often evict all residents 
after foreclosure proceedings, believing such a move 
will expedite the resale of the property.7   
 Juan Bonilla of lawrence community Works 
would like to see the commonwealth place a mora-
torium on all foreclosures “so we can come up with 
strategies to help people keep their homes.” He 
believes that the legislature also needs to come up 
with ways to keep tenants in their apartments after 
properties are foreclosed: “lenders are saying they 
are not in the business of being landlords and it is 
easier to dispose of these properties when they are 
vacant. if we can keep tenants in their homes, this 
will help keep neighborhoods stable and prospective 
buyers will know the property is being maintained.”8   
 Massachusetts Fifth congressional district 
congresswoman niki tsongas notes: “cities and 
towns across our region have been hit hard by the 
housing crisis. vacant properties lower nearby home 
values, become centers for crime and vagrancy, and 
increase the demands on local police and fire depart-
ments.” she adds: “congress has moved forward 
with a number of initiatives to assist home-owners 
including the Emergency Economic stabilization 
act and the Housing and Economic recovery act. 
reducing the number of foreclosures and limiting 
the decline in property values are essential to stabiliz-
ing our economy, keeping people in their home, and 
recovering the equity so many americans lost as the 
value of their homes fell.” 
 on the bailout plan, tsongas notes: “assis-
tance to financial institutions should be contingent 
on their willingness to increase lending thereby pro-
viding liquidity to the market, including providing 
assistance to responsible homeowners in danger of 
foreclosure.” although some banks have begun to 
renegotiate the terms of mortgages and have stopped 
foreclosures, along the lines Fdic chairwoman sheila 
Bair proposes, tsongas wants the treasury depart-
ment to “use its leverage and authority to make this 
a more widespread practice.”
 according to Frank carvalho, executive direc-
tor of the newly formed Merrimack valley commu-
nity development Finance institution and co-chair 
of the lowell Foreclosure Prevention task Force: 
“the $700 billion bailout is not helping homeown-

Foreclosure Trends Across 
the Commonwealth

A Mortgage Bankers Association report released on 
December 5, 2008 finds that at least 10 percent of 
homeowners in the united states are behind on their 
mortgage payments or already facing foreclosure.1 
nationally, 1 in 10 home loans is in delinquency, 1 in 
20 is seriously delinquent, and 1 in 33 is in foreclosure. 
Although the Massachusetts housing market has not 
deteriorated as badly as markets in the most dis-
tressed states (recent reports highlight california and 
florida as well as nevada, Arizona, Michigan, rhode 
Island, Illinois, Indiana, and ohio), homeowners in the 
commonwealth are nevertheless still struggling. 

the accompanying map and table provide foreclo-
sure needs scores for zip codes and larger juris-
dictions in the state, identifying some of the most 
distressed areas in the state relative to home loan 
delinquency and foreclosure. these scores were 
developed by the local Initiatives support corpora-
tion and incorporate measures of subprime lending, 
foreclosures, delinquency, and vacancies to help 
state and local officials quickly assess the relative 
needs of different jurisdictions for neighborhood 
stabilization funding within each state and to allocate 
funds accordingly.2 

The “needs scores” by which Massachusetts cities and 
towns are ranked in the accompanying map and table 
incorporate measures of subprime lending, foreclosures, 
delinquency, and vacancies. The higher the score, the more 
distressed the housing market. The scores are standard-
ized relative to the highest need score, recorded for the 
city of Springfield (= 100).

NOTES

1. This information was found in the following press release: “Delinquen-
cies Increase, Foreclosure Starts Flat in Latest MBA National Delinquency 
Survey.” Mortgage Bankers Association. December 5, 2008. http://www.
mbaa.org/NewsandMedia/PressCenter/66626.htm. 

2. The data used in the map and tables were developed by the Local 
Initiatives Support Corporation (LISC) and were found at Housing 
Policy.org: http://www.housingpolicy.org/forclosure-response.html#zip
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f o R e c L o S U R e S  c a S T  L o n G  S h a D o W  a c R o S S  n o R T h e a S T  R e G I o n

FoRECLoSURE NEEDS SCoRES BY CoMMUNITY DEVELoPMENT BLoCk GRANT (CDBG) JURISDICTIoN, MASSACHUSETTS
TOP TWENTy jURISDICTIONS AS OF OCTOBER 28, 2008

Springfield
Brockton
Boston
Worcester
Lawrence
Lynn
New Bedford
Lowell
Fall River
Fitchburg
Chicopee
Taunton
Pittsfield
Plymouth Town
Holyoke
Haverhill
Leominster
Malden
Barnstable
Westfield

100.0
41.5
40.3
27.5
21.2
17.9
17.5
13.7
13.3
11.9
10.4

8.8
7.5
6.9
6.7
6.7
5.9
4.8
4.8
4.7

31,182
14,936
96,416
32,102

8,348
15,216
15,612
16,128

9,887
6,321
9,154

12,034
9,519

15,345
4,772

13,275
7,689
9,250

11,256
7,459

33.28
32.18
10.33
16.85
27.96
17.77
17.16
15.76
17.76
21.12
19.31
14.51
16.97
9.90

24.88
10.91
13.91
12.86
9.54

14.92

15.42
15.51
5.77
8.72

14.79
10.54
9.56
9.29

10.66
12.26
11.08
8.79
8.93
7.79

10.89
7.70
8.24
6.41
6.60
7.76

4.16
4.74
1.91
3.14
5.95
4.13
2.93
3.05
3.47
4.31
2.74
2.69
2.08
1.80
2.61
2.32
2.24
2.84
2.63
2.31

State

% of All 
Loans:  30+ Days 

Delinquent

Intrastate  
Foreclosure 

Needs Score
Estimated Total 

Number of Loans
% of All Loans: 

Subprime
% of All Loans: 
In Foreclosure

FoRECLoSURE NEEDS SCoRES BY ZIP CoDE, MASSACHUSETTS

Note: The labels on this map highlight the highest score in each city, rather than all zip codes.

Foreclosure Scores

0 - 9.9
10 - 20
20.1 - 39.9
40 - 45.8
65.4
100
No Data

Lawrence (45.8)
Lynn (29.1)

Revere (20.9)

Boston (34.9)

Mattapan (25.9)

Randolph (22.9)

Brockton (65.4)

New Bedford (27.3)

Springfield (100)

Taunton (20.5)

Fitchburg (31.2)

Pittsfield (20.1)

Source: The Foreclosure Response Project.
For definitions and detailed documentation, see http://www.housingpolicy.org/assets/foreclosure-response/methodology.pdf
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ers at risk of foreclosure at this point in time. the only way 
these homeowners will receive a direct benefit is if the next 
bailout or stimulus bill provides mechanisms for their mort-
gages to be restructured to more affordable payments.”

In Summary
What are the long-term implications of the mortgage cri-
sis? according to Fred Faust, president of the Edge group 
inc., a lowell-based full service real estate company: “at 
least for the time being it will substantially reduce lend-
ing on any development with perceived risk, and almost 
every development has risks. Furthermore, regulators 
have decided to regulate, so under-regulation is followed 
by progressive regulation so we are seeing the pendulum 
swing the other way. rates of lending have slowed and 
equity demands by lenders have increased substantially. 
While this crisis exists, you have a perfect storm, which 
holds the possibility of a longer recession and slower 
recovery. Financial service and construction jobs and all 
real estate transactions will be negatively impacted.” 
 Frank carvalho, of the Merrimack valley commu-
nity development Finance institution, agrees with Faust 
that the present crisis “will slow down all large projects, as 
nothing will be built on speculation, as in the past. it will 
also increase the cost of larger projects, because less capital 
is available for the housing market.” 
 Faust sees a small silver lining in that growing num-
bers of first-time buyers, attracted to the market by falling 
prices, will help reduce inventory and restore some confi-
dence that the housing market will recover. But he poses 
a large question as well: “Will we have enough economic 
growth to support more positive long-term trends?” car-
valho sees some positives poking through the wreckage 
too. “long-term, foreclosures will continue to bring 
down market value that may help the region keep talent 
in the area, such as young professionals, as housing prices 
continue to come down,” he suggests.9  
 However we view it, the Wall street meltdown will 
affect neighborhood development in the northeast region 
for years to come. Perhaps the most heartening prospect 
is the resourcefulness of local agencies, organizations, and 
city administrations in establishing collaborative ways to 
handle the fallout.

The authors are affiliated with the University of Massachusetts Lowell. 
dAvid tuRCotte is a senior program manager and researcher at the 
Center for Family, Work, and Community and co-editor of the 
Merrimack valley Housing report. RobeRt foRRAnt is a professor in 
the Department of Regional Economic and Social Development, where 
John fRAseR and shuwen liu are graduate students.
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E N D N O T E S

“a snowy Katrina” is how i described the potential public 
health disaster likely to befall the more than 163,000 low- 
to moderate-income Massachusetts households facing the 
prospect of record-high home heating oil prices this win-
ter. i made that warning on June 25th during a congres-
sional hearing on the impact of rising fuel prices on small 
businesses. it was 87°F in Washington. Every uMass cam-

pus enjoyed temperatures in the 80s. But despite the sun-
shine, the only thing on the minds of thousands of people 
in Massachusetts was the winter ahead and the very real 
risk of not being able to heat their homes.
 thankfully, the price of crude oil has fallen signifi-
cantly since the record-high prices of the spring and sum-
mer of 2008. However, while the drop in oil prices is a 

Extra Federal Energy assistance Helps 
stave off immediate crisis

se n A t o R Jo h n f. Ke R R y 

moRe money fRom WaShInGTon anD LoWeR oIL PRIceS aveRT caTaSTRoPhe 

foR The Bay STaTe’S PooReR hoUSehoLDS BUT a LonG-TeRm SoLUTIon ReQUIReS 

LeaDeRShIP anD STRaTeGIeS To ReDUce DemanD. 



welcome relief for some in Massachusetts, the continuing 
economic crisis has erased many homeowners’ financial 
flexibility and again left many Bay state residents strug-
gling to heat their homes. 
  While our current economic crisis can be accurately 
described as a “once in a century” event, the “snowy 
Katrina” heating oil crisis is one which arises every win-
ter and as such, demands both immediate, short-term 
responses and long-term solutions.
 the primary federal energy assistance program for 
low-income households is the low-income Home Energy 
assistance Program (liHEaP). as energy costs rise, the 
demand for liHEaP funds grows. in 2008, 5.8 million 
american families received liHEaP funds, the highest 
participation level in 16 years. in Massachusetts, more 
than 145,000 families receive liHEaP funds. However, 
as energy costs rise and demand for liHEaP grows, the 
program’s budget has not kept pace and we are now strug-
gling to cover all the people who need help. 
 senator Kennedy and i, in coordination with our col-
leagues in the House, have worked aggressively to address 
the immediate, short-term situation of our heating oil 
crisis by providing additional funding for the liHEaP 
program. despite having to wage frequent battle with the 
Bush administration, i am pleased we were able to secure 
$126.5 million in liHEaP funding for Massachusetts 
residents in 2008. We have already secured $213 million 
in liHEaP funding for FY 2009, having successfully dou-
bled federal liHEaP funding over republican objections 
to $5 billion.
 We must always ensure there is an adequately funded 
federal heating oil safety net for low- to moderate-income 
Massachusetts residents but habitually increasing liHEaP 
funding and enrolling more and more people into the 
program is not a long-term solution to ending the yearly 
threat of a “snowy Katrina.” and such an approach cer-
tainly won’t end the extreme fluctuations in oil prices that 
resulted in many consumers “locking” into onerous con-
tracts with oil companies prior to the recent price drop. 
 the solution to Massachusetts’ home heating oil cri-
sis requires the efforts of both statesmen and citizens. 
long-term, america must secure its energy independence 
by reducing our dependence on foreign oil, investing in 
renewable and clean energy technology, and ensuring 
consumers have access to more affordable “green” energy 
and environmentally friendly products. as the incoming 
chairman of the senate Foreign relations committee, i 
plan to play a leading role in a new era of american “envi-
ronmental diplomacy” abroad while pushing for a larger 
investment in and stronger commitment to our renewable 
energy sector here at home.

  at the same time, it is essential that those who can 
afford to invest in more energy-efficient products and 
business practices do just that in order to cut down on 
Massachusetts’ overall heating oil usage. Making america 
more energy-efficient is too massive a job to be left to just 
politicians; higher-income homeowners, business leaders, 
real estate developers, and college administrators must 
help to lead this effort. the greater market demand for 
weatherization products, the more affordable and acces-
sible weatherization products will become, enabling low- 
to moderate-income earners to make the necessary invest-
ment in products and technologies that will lower their 
home heating bill.
 no one should ever go cold in Massachusetts. sadly, 
that’s not the situation today. But continuing to throw 
money at the problem is not a solution. in order to keep 
everyone in Massachusetts safe, healthy, and warm, no 
matter the weather outside, we must end our addiction to 
oil from around the globe and begin investing in relatively 
inexpensive energy-efficient techniques and products here 
at home. 

 
senAtoR John f. KeRRy (D) is the junior senator for Massachusetts 
and chairman of the U.S. Senate Committee on Foreign Relations. 
Program at the University of 
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