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

in their latest assessment of the state of the state economy, uMass professors 
Michael goodman and robert nakosteen state that “the worst of the great reces-
sion may be behind us.” For residents across the commonwealth, this pronounce-
ment will come as a great relief after over two years of difficult economic times 
here in Massachusetts and across the nation. but the outlook for the Massachusetts 
economy remains uncertain and the commonwealth continues to face significant 
challenges as it begins the process of recovering from one of the most difficult 
recessions in our collective memory. 

in this issue’s feature article, uMass donahue institute’s lindsay Koshgarian pro-
vides us with an informative analysis of contemporary housing market conditions in 
Massachusetts, highlighting the fact that significant declines in home prices have yet 
to provide much relief to the tens of thousands of households that struggle to make 
their housing payments each month. As the article clearly demonstrates, both an 
inadequate supply of housing and stagnant income growth are conspiring to force 
far too many Massachusetts households to spend over 50 percent of their income 
on housing and related expenses. 

the revitalization of the blackstone valley’s many historic mill buildings is the focus of this 
issue’s regional feature. Authored by uMass Amherst’s John Mullin and robert rocheleau 
and Michigan state university’s Zenia Kotval, this article presents the results of a detailed 
and encouraging study of how communities in central and southern Worcester county have 
attempted to breathe new life into the facilities that once powered both their communities and 
the American industrial revolution. 

Finally, this issue’s Endnotes raises important questions about contemporary housing policies 
that have promoted home ownership to such an extent that the creation of affordable and high 
quality rental housing has suffered in the process. As the uMass donahue institute’s raija 
vaisanen concludes, “America’s tradition of rewarding personal initiative and investment can 
be reimagined as one half of a new, innovative housing policy that also emphasizes renting as a 
stable, affordable option, and thereby rewards hard work at any wage.”

these informative articles appropriately focus our attention on both the challenges and oppor-
tunities presented by current economic conditions. this issue of Massbenchmarks reminds us 
that while the road ahead may be rocky, the social and economic prosperity of our common-
wealth must remain our top priority. 

 

 Jack M. Wilson, President
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assachusetts followed the nation into the recession, but at the end of February its economic 
outlook remained uncertain. the national economy reached a peak in december of 2007, 
while the state’s economy continued to grow until April of 2008. both the nation and the 

state are now experiencing an increase in economic activity. nationally, gdP has surged despite a declining 
employment base, indicating abnormally high growth in labor productivity. the board believes that 
the state is recovering faster than suggested by the Massbenchmarks current Economic index for the 
fourth quarter of 2009. the index usually serves as reliable gauge of state gdP growth, but is not able 
to capture the full extent of labor productivity increases that appear to be occurring as Massachusetts 
emerges from recession.

the recession was measurably less severe in the state than nationally. the unemployment rate in 
Massachusetts has remained below the recent national peak of 10 percent. However, slow job creation 
remains a serious problem as Massachusetts had not regained its 2001 pre-recession employment peak 
before beginning to lose jobs in the current recession. this time around the commonwealth has benefited 
from an industry mix in which health and educational services, as well as a significant high technology 
sector, have helped mitigate the effects of the national and global downturn, and may even lead to a 
faster recovery. these sectors are better at producing relatively small numbers of well-paying jobs than 
large numbers of mid-level jobs, and so they may offer limited opportunities for the commonwealth’s 
more than 300,000 unemployed workers and their families. 

the state’s construction sector, though proportionally smaller in relation to overall employment than 
nationally, has been hardest hit by the downturn. Manufacturing has also shed a large number of jobs. 
both sectors have far more job seekers than openings. Jobs in these sectors have traditionally provided solid 
“middle class” jobs, with good wages. in addition, underemployment (reduced hours and “discouraged 
workers” who stop looking for jobs) has grown to historically high levels. 

Even as the recovery begins, the economic prospects for the state remain clouded. the turnaround was 
prompted by massive federal deficit spending. it is not clear how the recovery will fare once the stimulus 
is removed. Problems remain in the state’s housing sector, as the number of delinquent loans continues 
to increase, albeit at a reduced rate. there is concern about the commercial real estate sector, where 
financial difficulties could affect a large segment of the state’s banking community.  it appears that, at 
best, the state is in for a slow and somewhat risky recovery.

Prepared by Executive Editor Robert Nakosteen, February 19, 2010.
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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

the outlook for 2010:  
A long Hard slog Ahead

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

WhILe The oUTLooK foR The maSSachUSeTTS economy RemaInS UnceRTaIn, 

cURRenT anD LeaDInG economIc InDeXeS InDIcaTe ThaT The “GReaT ReceSSIon”

 haS PRoBaBLy come To an enD In The STaTe.
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e c o n o m I c  c U R R e n T S

he national economic downturn officially dated 
by the national bureau of Economic research 
(nbEr) as having begun in december 2007 con-

tinues to date, although at this writing it appears to have 
bottomed out. 
 What had previously been a garden variety recession 
inspired by a significant correction in national and regional 
housing markets became a full-blown financial and eco-
nomic crisis in the fourth quarter of 2008.
  unlike recent recessions, Massachusetts entered this 
recession somewhat later than the nation as a whole, as can 
be seen in Figure 1. the Massbenchmarks current Eco-
nomic index (cEi), a proxy measure of the growth in gross 
state product, reveals that national gdP change turned 
negative during the first quarter of 2008, while in the state 
the downturn did not occur until a quarter later. And then, 
during quarters when the national economy declined, the 
state’s economy did so at a slower rate. this pattern has 
changed markedly in recent quarters, as the national econ-
omy is now outperforming the state.
 the delayed onset of this recession in Massachu-
setts can be attributed in part to the commonwealth’s 
industrial composition. More so than the u.s. as a whole, 
Massachusetts relies disproportionately on its innovation 
economy as a growth driver. this innovation economy 
comprises a variety of different industry sectors, includ-
ing Education and Health services, information technol-
ogy, life sciences (biotech, pharmaceutical and medical 
devices companies) and defense technology. these sec-
tors primarily sell their products and services to businesses 
and governments rather than to consumers. As a result, 
during business-led recessions — that is, recessions initi-

Source: U.S. Bureau of Economic Analysis; MassBenchmarks Indices

Figure 1. Growth in Real Product, Massachusetts Current Economic Index vs. U.S. GDP

ated by reductions in business spending and investment 
— Massachusetts enters recession earlier and is harder hit 
than the nation as a whole. 
 the current recession has been decidedly consumer-
led, fed and reinforced by the deflation of the housing 
bubble. As Figure 4 makes clear, consumer- and housing- 
sensitive sectors, including retail and wholesale trade and 
construction, have been most directly affected. 

On the One hand

the State economy Is Showing Signs of Life
According to the Massbenchmarks current Economic in-
dex, the Massachusetts economy was essentially flat during 
the fourth quarter of 2009. there was a small decline in the 
index in the fourth quarter of 2009, at an annualized rate of 
0.2 percent. For the quarter, the current index is 1.3 per-
cent lower than it was in the same quarter last year. this is 
considerably below national performance during the fourth 
quarter. because of technical issues involving its construc-
tion, the current index is probably understating the emerg-
ing strength of the state’s economy. seasonal factors and the 
difficulty of incorporating growing labor productivity in the 
index contribute to this understatement. 
 the Massbenchmarks leading Economic index fore-
casts that the economy will grow at an annualized rate 
of 1.1 percent over the next six months (through June). 
given the behavior of both the current and leading 
indexes, at least in a technical sense, the “great reces-
sion” has probably come to an end in Massachusetts. 

t
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People are Voting with their Feet; 
In our Favor for a Change
For the first time in over a decade, the census bureau 
recently reported that net domestic migration in Massa-
chusetts turned positive between 2008 and 2009. in other 
words, the number of persons moving into the state from 
other states exceeded the number moving from the com-
monwealth to other states.
 this change in part reflects that economic condi-
tions in Massachusetts have been relatively better (or 
more accurately, less worse) than those in many other 
states. in contrast to recent years, job opportunities have 
not been more plentiful in other regions of the country. 
Additionally, overall domestic migration across the u.s. 
has slowed considerably during the current recession as 
numerous households across the nation have been reluc-
tant to leave their jobs and are having great difficulty sell-
ing their homes.1

 However, since 2005 the growth of the state’s popula-
tion has improved notably, especially compared with other 
states across the nation. Where Massachusetts had the 
49th slowest rate of annual population growth between 
2004 and 2005, it ranked 25th between 2008 and 2009 
— a significant reversal of fortune.2 

On the Other hand

Labor Market Conditions are dismal 
According to the new England Economic Partnership 
(nEEP), between the third quarter of 2008 and the end of 
2009, Massachusetts lost an estimated 152,800, or approxi-
mately 2.2 percent of its jobs. While the pace of these losses 
has slowed significantly in recent months, nEEP fore-

casts that the commonwealth will continue to shed jobs 
through the third quarter of 2010. From peak to trough, 
Massachusetts is expected to lose 184,800 jobs during this 
recession. this suggests that Massachusetts stands to lose 
an estimated additional 32,000 jobs in 2010.
 the rate of job loss has been subdued, as the initial 
claims for unemployment data in Figure 3 illustrate, with 
the rate of initial unemployment claims falling for much 
of 2009. this is reflected in lower initial unemployment 
rates during much of 2009. However, there is little hiring 
going on, so unemployment remains high. Also, under-
employment remains high. the u-6 unemployment rate 
for Massachusetts and the u.s. in december, which also 
accounts for people who have stopped looking for work or 
who cannot find full-time jobs, was 17.2 percent in Mas-
sachusetts and 17.3 percent in the u.s. 

Figure 2. Massachusetts Components of Change: Internal Migration, International 
Migration, and Net Migration 2001–2009 

Source: U.S. Census Bureau Population Division; Prepared by the UMass Donahue Institute

Source: Massachusetts Division of Unemployment Assistance (DUA)

Figure 3. Initial Unemployment Claims, 
Massachusetts  
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The Lost Decade

In every decade since the 1940s, the nation has experi-
enced employment gains exceeding  20 percent, until 
the decade that just ended, when total employment at 
the end was virtually the same as at the beginning.  the 
choice of starting and ending points at the beginning 
and end of decades is arbitrary, and can be mislead-
ing, but it is appealing. the misleading aspect of the 
endpoint choice is due to the beginning point of the 
just-concluded decade being at a business cycle peak 
and the end point being at a business cycle trough. A 
more realistic comparison would be from peak to peak.  
still, no matter what start and end point one chooses, 
the American economy is not producing jobs at the 
same pace that it has historically.

the picture of employment change in Massachusetts 
is even more telling. total employment is lower now 
than it was at the beginning of the decade. Again, 
the choice of endpoints is deceiving, as the com-
parison is from peak to trough. still, a second peak in 
employment  occurred on an annual average basis in 
2008. employment at this peak was lower than at the 
previous one. Also note that the current level of state 
employment is lower than the trough in employment 
in 2004. the state is in a jobs hole, from which it will 
be difficult to emerge. the decline in jobs in the state 
has been accompanied by the slow growth of the 
labor force.

NoNFaRM EMPloyMENt, DECaDE GaINS (1940 – 2009)

MaSSaChUSEttS EMPloyMENt aND laboR FoRCE, 2000 – 2009
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 Job growth is expected to resume in the fourth quar-
ter of 2010, but the jobs lost in this recession will not 
likely be recovered by the middle of 2013. continuing 
the trend of the past decade, the industries where jobs 
are expected to grow differ significantly from those where 
jobs have and are expected to be lost. Figure 4 illustrates 
expected job growth in Health care and Education, in-
formation technology, and Professional and business ser-
vices. the industry employment sectors hardest hit by this 
recession are construction and Manufacturing. neither 
sector is expected to regain its jobs lost during this reces-
sion in the foreseeable future. 

the residential real estate Market 
Continues to Struggle
since 2005, the united states has been contending with 
the aftermath of a major bubble in housing prices. the 
scale of the decline has been dramatic. According to Karl 
case,3 between 2000 and 2005, residential real estate val-

ues rose in value by $10 trillion (from $14 to $24 trillion). 
case estimates that between late 2006 and mid-2009, 
they had fallen by approximately 30 percent, a decline in 
value somewhere in the neighborhood of $7 trillion.4 
 According to the october 2009 s&P/case-shiller 
Home Price indices, home prices in greater boston are 
just below where they were in 2003, 15.5 percent below 
their peak levels. this is well below the declines seen in 
other major metro areas. las vegas and Phoenix have 
experienced price declines of over 50 percent while major 
metro areas in california, Florida, and Michigan have seen 
home prices decline by more than 30 percent.

the housing Market is Caught  
in a Vicious Circle
the combination of job losses and declining prices has 
contributed to a vicious circle that, despite the efforts 
of state and federal policymakers, continues to date. As 
housing prices decrease and job losses continue, default 

Source:  FISERV Inc., S&P/Case-Shiller Home Price Indices

Figure 5. S&P/Case-Shiller home Price Indices, 2003 to 2009

Source: New England Economic Partnership (NEEP)

Figure 4. Payroll Employment in Massachusetts
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Source: Authors

Figure 6. a Vicious and Self-Reinforcing Circle

e c o n o m I c  c U R R e n T S

rates rise, making lenders more reluctant to grant loans. 
greater difficulty in accessing credit reduces the number 
of prospective home buyers. this combined with rising 
defaults and a rising inventory of bank-owned properties 
puts greater downward pressure on home prices. And that 
pushes more homeowners underwater, completing the 
vicious circle.

the Outlook for the residential 
housing Market
According to the latest forecast from the new England 
Economic Partnership (november 2009), home prices and 
sales in Massachusetts reached their nadir in the spring of 
2009 after experiencing over 3½ years of decline. the fed-
eral first-time homebuyer credit has clearly affected recent 
market activity. (the pending expiration of that credit led 
to a flurry activity in the fourth quarter of 2009.) 
 nEEP is forecasting moderate increases in housing 
prices (starting in late 2010) and a very slow recovery in 
housing production, which is not expected to reach pre-

bubble levels anytime soon. However, it appears at long 
last that the housing slump in Massachusetts may be at an 
end. in fact, year-end data show that home sales and home 
prices both inched up during 2009.
 there continues to be a real risk that the housing 
downturn will last longer than expected, owing to the 
previously noted vicious circle and to weak labor mar-
ket conditions. the future may bode a reversal of the 
recent upward trend, especially when federal government 
intervention in mortgage and house markets ends. While 
home prices have dropped notably, they currently stand 
just below where they did in 2003, well above their 2000 
levels. As a result, prices have additional room to fall if 
the recovery stalls or if some unexpected shock hits the 
financial system. 
 While housing affordability measured on a median 
housing price-to-per-capita income basis is improving 
(as Koshgarian demonstrates later in this issue), housing 
affordability remains profoundly challenging for hundreds 
of thousands of Massachusetts households.5

Source:  FISERV Inc., S&P/Case-Shiller Home Price Indices

Source: New England Economic Partnership (NEEP)

Default Rates Rise

Credit Tightens
Rising Numbers 
of Underwater 
Homeowners

Demand for 
Housing DecreasesHousing Prices 

Decrease
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the Commercial real estate Market: 
the next Shoe to drop? 
the commercial real estate market in Massachusetts is 
dominated by the greater boston area, the center of the 
state’s economy and the location of the bulk of real estate 
investments in the commonwealth. the recession has 
taken and is expected to continue to take its toll on the 
greater boston commercial real estate market in 2010.
 According to grubb and Ellis, in 2009 greater bos-
ton’s office space occupancy declined by over 3 million 
square feet and asking rents dropped by 17 percent. Addi-
tionally, by late 2009, over 1.5 million square feet of space 
was available in boston for subleasing, over 60 percent 
more than just one year earlier.6 industrial space did not 
fare any better as regional vacancy rates reached a twelve-
year high of 14.8 percent by late 2009.7

 commercial real estate is a lagging indicator; accord-
ingly, it is likely that conditions in this sector will remain 
difficult throughout 2010. While this may be good news 
for businesses seeking to expand or renegotiate their 
leases, it bodes poorly for investors and financial institu-
tions that may find themselves more exposed to losses 
and defaults. 
 Whether recent developments, such as the auctioning 
of the Hanover Mall, will prove to be harbingers of things 
to come remains to be seen. However, the future condi-
tion of the commercial real estate market will bear signifi-
cantly on the health and welfare of our regional banks. if 
conditions continue to deteriorate, the commercial real 
estate market may well prove to be a drag on the pace of 
the commonwealth’s recovery. 

State and Local Finances are a Mess
Even though state tax revenues exceeded estimates by 
nearly $194 million in december 2009, the state’s fis-
cal condition remains sobering. some, though not all, of 
these unexpected revenues were due to tax settlements 
and other one-time payments. Even with these extra rev-
enues, state tax revenues at the end of the calendar year 
(the end of the first half of state FY10) were nearly 4 per-
cent ($348 million) below where they were in december 
2008.8 it does seem that revenues have turned the corner 
and are once again beginning to increase, although from 
a very deep hole.

 the current recession has had a significant and nega-
tive impact on all major sources of state tax revenue, par-
ticularly income and capital gains tax receipts. Job losses 
and declining asset and equity prices have exerted down-
ward pressure on earned and investment related income. 
the downturn has reduced sales tax receipts, but this has 
been partly offset by the recently approved increase in the 
sales tax rate. 
 the state budget’s significant reliance on capital gains 
tax revenues is worsening the negative impact of this reces-
sion on state revenues. According to a december 2008 
Massinc policy brief,9 in 2007 Massachusetts was the 
third most dependent state on capital gains tax revenues. 
the stakes are significant. According to northeastern 
university Professor and Massbenchmarks’ senior con-
tributing Editor Alan clayton-Matthews, the reduction of 
capital gains tax revenues during the 2001–2003 recession 
exceeded $1 billion.
 the outlook for the state’s finances is similarly sober-
ing. According to a recent analysis by the Massachusetts 
taxpayer’s Foundation,10 the commonwealth faces a bud-
get shortfall in the current fiscal year (FY10) and a looming 
$3 billion deficit in FY11 as it spends the last of its federal 
stimulus funding. Even if the size of this deficit proves to 
be overstated, there can be no doubt that, in the absence 
of additional and substantial federal assistance, state and 
local governments will face a profound fiscal challenge over 
the next 18 months.

Concluding thoughts
this article is being written during a particularly volatile 
period. A number of indicators suggest that the recession 
here in Massachusetts may be over. And historically reli-
able forecasts suggest that the path ahead for the state 
economy will be rocky and that growth will be slow.
 At the same time, all macroeconomic forecasts are 
unavoidably dependent on historical trends and patterns 
and, if the experience of this recession has taught us any-
thing, it is that the future behaves like the past until it 
doesn’t. in other words, it is worth considering whether 
the recovery in Massachusetts may be different this time 
than it has been in recent years.
 As recently as late in the summer of 2009, it appeared 
that the state was outperforming the nation (in relative 

While the outlook for the Massachusetts economy remains uncertain, 
it does appear that the worst of the “Great Recession” is behind us.
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terms). that is, Massachusetts was doing “less worse” 
than the u.s. Analysts and the news media had begun 
speculating about the possibility that, perhaps, this time 
the commonwealth would recover more rapidly than the 
nation as a whole.11 by early fall, however, it appeared that 
these assessments had been premature. Payroll employ-
ment data had unexpectedly worsened and state tax rev-
enues had dropped significantly.
  but what if these unexpected declines reflected the 
volatility in data reports so common at the end of reces-
sionary periods? under what conditions could Massachu-
setts outperform the u.s. and exceed the rate of economic 
and employment growth predicted by the nEEP forecast 
and consistent with recent historical patterns?
 What if businesses across the nation and the globe 
chose to make investments in technology products and 
services to enhance the productivity of their employees 
as an alternative to hiring new workers? technology- and 
innovation-intensive Massachusetts would benefit dispro-
portionately and might recover more rapidly than the rest 
of the nation. of course, this alternative scenario — in the 
absence of a more sustained recovery leading to more con-
sumer spending as well as business investment — would 
likely be short-lived. Any growth premium that Massachu-
setts might reap would be on the margins. 
 While the outlook for the Massachusetts economy 
remains uncertain, it does appear that the worst of the 
“great recession” is behind us. While this may not be 
much consolation for the commonwealth’s tens of thou-
sands of unemployed workers and households struggling 
to make ends meet, there is reason to believe that 2010 
will be a better year for the state economy than 2009. 

Michael GoodMan, is an associate professor of Public Policy at UMass 
Dartmouth and an Editor of this journal.

RobeRt nakosteen, a professor of Economics at the Isenberg School of 
Management at UMass Amherst, is Executive Editor of this journal.
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hen the national economy was growing, Mas-
sachusetts consistently lost outmigrants to 
states where housing was more affordable. 

surveys of Massachusetts residents and previous residents 
who left the state cited the high cost of housing as a motive 
for a possible move from the state, or as an important rea-
son for having left.
 Already an expensive place to buy a home, Massa-
chusetts, with its sharp acceleration of house prices after 
2000, experienced a serious, deepening affordability prob-
lem. over the past few years, house price pressures for new 
homeowners have eased. While this has had a salutary effect 
at the margin of affordability, few home buyers are ben-
efiting from the decline for a variety of reasons. despite 
significant decreases, prices have remained high compared 
with other states and historical Massachusetts prices. in 
addition, the effects of the recession have made ownership 
more of a reach at any price. Meanwhile, owners who had 
purchased or remortgaged their homes between 2000 and 
2005 entered the recession with debt loads that reflect the 
exuberance of the early 2000s. Finally, home prices in Mas-
sachusetts need to be seen in the context of incomes of state 
residents. since 2000, household incomes in Massachusetts 
have been largely stagnant, and many households experi-
enced a decline in real (inflation-adjusted) income. 
 despite declining housing prices in recent years, con-
tinued high prices, stagnant and in some cases negative 
income growth, rising utility prices and property taxes, 
additional debt and other expenses have almost certainly 

is Housing in Massachusetts  
More Affordable? 

(only for the lucky Few)
li n d s a y ko s h G a R i a n

oVeR The LaST feW yeaRS, hoUSe PRIce PReSSUReS foR neW homeoWneRS In 

maSSachUSeTTS haVe eaSeD, BUT feW PRoSPecTIVe home BUyeRS aRe BenefITInG 

DUe To SeVeRaL InTeRVenInG facToRS.

diminished the affordability of housing for Massachusetts 
residents. this paper examines recent trends in affordabil-
ity, focusing on the relationship between house prices and 
incomes. it defines affordability in terms of total housing 
costs as a fraction of household income. 

home Prices remain Comparatively high
the upward surge in house prices in Massachusetts has 
been well documented. using the case-shiller Price index 
for repeat sales in Metropolitan boston, the index is bench-
marked at 100 as of January 2000. At its peak in september 
2005, the index had risen to 182.5, an increase of over 80 
percent in just under six years. And the increase in house 
prices began shortly after the recession of the early 1990s. 
 the onset of the decline in house prices in Massa-
chusetts dates from september 2005. between then and 
september 2009, the case-shiller index fell from its high 
of 182.5 to its most recent value of 155.6. significantly, 
Massachusetts prices have declined only to their 2003 
level, when they had already experienced seven years of 
above-average growth.
 compared with some other metropolitan areas, includ-
ing Washington, d.c. and new York, home prices in bos-
ton did not rise as high or fall as hard. this relative stability 
speaks to the bay state market’s relative strength, and to 
stubbornly high prices that have made Massachusetts one 
of the nation’s most expensive places to live. A major factor 
in price stability has been the severely restricted supply of 
new housing in parts of the state.
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Excerpts from Boston Globe articles during the early 2000s 
evoke the then seemingly unstoppable housing market.

From October 2000:

Massachusetts’ double-digit gain [in house prices] came on 
top of a 9.3 percent rise in single-family home prices in the 
previous year, ended June 30, 1999. Over the past five years, 
the state experienced an enormous rise of nearly 45 percent 
in home prices, according to the report… Massachusetts 
has emerged at the top of the HUD agency’s state-by-state 
ranking, analysts said, because the high-tech boom has 
saturated the technology corridor between Route 128 and 
Interstate 495, driving up the cost of housing for families in 
a wide - and expanding - swath of the state.

From April 2005:

The 3,382 closings on single-family houses last month 
was the second-highest recorded for March. The record of 
3,507 sales was set in 1999 when the state’s economy was 
booming. Between January and March, 8,654 detached 
single-families were sold, compared with 8,288 during the 
first three months of last year. The 4,064 condominiums sold 
between January and March were up from 3,334 during the 
same period last year. “Buyers continue to defy” predictions 
that sales will slow… 

From September 2005:

Massachusetts single-family home sales posted the sec-
ond strongest August on record and condominium sales  
continued their relentless rise last month, the Massachusetts 
Association of Realtors reported yesterday.

A Vertiginous Decade:  
Take a Housing Market Roller Coaster Ride with The Boston Globe

In August, 5,482 single-family homes sold statewide, second 
only to the August 2001 record of 5,526. The median house 
price of $375,000 was nearly 5 percent higher than a year ago.

An excerpt from the Boston Globe from February of 2009 
is a reminder of how different the end of the decade was 
from the beginning, in terms of house prices:

Each new blow to the economy and the nation’s financial 
system is exacerbating Massachusetts’ already struggling 
real estate market. The median single-family home price in 
the state plunged 20.2 percent in January, compared with the 
same period a year earlier. And the number of sold properties 
dropped 10 percent, reflecting the fallout from the worsening 
conditions of the country’s top banks, the stock market, and 
the employment outlook in the weeks before.

And from January 2010:

The median price for a Massachusetts home sold in Decem-
ber rose 10.4 percent to $295,000 from $267,250 in December 
2008, the first increase in monthly median home prices on 
a year-over-year basis since September 2007, the Warren 
Group reported.

On a volume basis, December home sales jumped 16.8 
percent to 3,350 from 2,868 in December 2008, the sixth 
straight month single-family home sales increased statewide, 
said the Warren Group, a Boston firm that tracks real estate 
activity and publishes Banker & Tradesman.

Source: FISERV, accessed at http://www.macromarkets.com/csi_housing/sp_caseshiller.asp

Figure 1.  Case-Shiller Index for boston and Selected MSas, 1987–2009
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as Prices Fall, affordability  
remains a Problem
While falling prices have put homeownership more within 
reach for potential homeowners with slightly lower incomes, 
prices remain high compared with incomes in most parts of 
the state. nominal median home prices in select Massachu-
setts metropolitan areas have fallen by as much as 21 per-
cent since 2006, while at the same time nominal incomes 
increased between 1 and 13 percent in each of the metro 
areas except Pittsfield, where incomes fell. 
 Figure 2 compares the income needed to afford the 
median-priced home to the median income for selected 
metropolitan areas in Massachusetts, in 2006 and 2009. 
We assumed that the income needed to afford the median 
price would require no more than 30 percent of income 
for housing payments, the figure used by the department 
of Housing and urban development. the table also shows 
the change in the median home price for each area. 
 From 2006 to 2009, prices fell between 6 and 21 per-
cent in the six metropolitan areas. Affordability improved 
in five of those areas, as can be seen in Figure 2. the excep-
tion was the Pittsfield metropolitan area, where the median 
home price fell 6 percent, but where nominal median 
income also fell. despite some improvements in affordabil-
ity in the other metropolitan areas, only in the springfield 
and Worcester areas did prices fall enough for a median 
income household to afford the median priced home. 
in the boston metropolitan area in 2009, the median 
household income was still only 81 percent of what was 
needed to afford the median home, despite an 18 percent 
decline in the median home price. While this represents a 

notable improvement from three years earlier, when the 
median household income was only 63 percent of what 
was needed to afford the median home, affordable homes 
are still in short supply.

a Missed Opportunity for Would-Be Owners
Even in combination with considerable government 
incentives for first-time buyers, low prices have been insuf-
ficient to fully counteract individual households’ employ-
ment hardships combined with the overall economic 
climate. As prices and employment figures plummeted, 
home sales also slowed, suggesting that many potential 
buyers either faced new financial challenges, or chose to 
avoid risk rather than take advantage of lower prices. 
 Annualized rates of home sales peaked just as prices 
did, in september 2005, but as prices fell, sales dipped 
even further to levels not seen since september 1995. 
sales slowed to an annualized rate of 90,000 per year in 
March 2009, though by september the rate had recovered 
to about 108,000 sales per year. According to the Warren 
group, december 2009 home sales in Massachusetts rose 
16.8 percent over december 2008. but prices also rose 
10.4 percent over the same period.1 

 consumers’ hesitancy to buy suggests that sales may 
continue to increase only as prices rise, with homeowners 
forgoing some of the affordability advantage that lower 
prices might have offered. in this sense, the lower prices 
now seen in the housing market appear to be a major 
missed opportunity as many would-be buyers understand-
ably choose to sit by the sidelines until the economy and 
their financial prospects improve and prices rise.

Source: FISERV, accessed at http://www.macromarkets.com/csi_housing/sp_caseshiller.asp
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* We use 2008 median income and median housing prices for Q3 2009 to calculate 2009.  Income needed for ownership assumes that 30 percent of income is spent on 
housing, with a 10 percent down payment, 5 percent interest rate, 1.5 percent property tax and 0.5 percent primary mortgage insurance.    
   
Sources: Authors’ calculations; National Association of Realtors; American Community Survey      
 

Median home 
Price Change, 

2006 to 2009

Median 
household 

Income

Income 
Needed for 
ownership

Median 
household 

Income

Income 
Needed for 
ownership

-18%

-13%

-6%

-21%

-7%

-20%

 $56,974 

 $64,144 

 

$47,562 

 $51,797 

 

$47,186 

 $58,984 

 $57,314 

 $71,361 

 

$44,797 

 $55,938 

 

$51,613 

 $66,878 

2 0 0 6 2 0 0 9

71%

81%

88%

96%

104%

118%

Median 
Income as a 

Percentage of 
Income Needed 
for ownership

I S  h o U S I n G  I n  m a S S a c h U S e T T S  m o R e  a f f o R D a B L e ?

MassBenchmarks 2010 • volume twelve issue one 15



500

450

400

350

300

250

200

150

100

50

0

H
o

u
se

h
o

ld
s 

(T
h

o
u

sa
n

d
s)

1969 or earlier 1970 to 1979 1980 to 1989 1990 to 1999 2000 to 2004 2005 or later

YEAR MOVED IN

experience of Current homeowners 
the caution exhibited by many potential owners as prices 
fell contrasts markedly with the previous widespread will-
ingness of buyers and homeowners to assume debt. For 
most owners, the affordability stage was set in the years 
before the bubble burst. 
 A plurality of homeowners in the state moved into 
their current homes in the 1990s, when prices were already 
steadily rising. by and large, while their monthly payments 
may be high compared with their incomes, their homes 
are still worth more than when they purchased them.
 but many of the state’s homeowners bought near 
the high point of the market. by the time prices peaked 
in 2005, the ownership rate had jumped nearly four per-
centage points from 61.7 percent in 2000 to a peak of 
66.2 percent in 2007. that average annual growth rate 
of about 0.7 percentage points was nearly three times 
as fast as the average annual increase between 1990 and 
2000, from 59.3 percent to 61.7 percent. the result was 
that nearly one-quarter of current homeowners — over 
350,000 households — moved into their current homes 
between 2000 and 2004. that dovetailed with the most 

severe price acceleration and with the increasing popular-
ity of subprime and other questionable loans. 
 For these homeowners, the previous inflated state of 
the market still defines the state of their personal finances. 
With their unchanged debt loads, these owners are now at 
risk of carrying underwater mortgages (debt loads higher 
than the current market value of their homes) with high 
monthly payments, stagnating incomes, and few options 
for improving their situations.
 Easy credit in the early 2000s did not appeal only to 
new homeowners. Home equity lines in particular became 
far more common. From 2000 to 2008, the number of 
households with a home equity line increased by 164,000 
— a 131 percent increase. Meanwhile, the number of 
households that held both a home equity line and a sec-
ond mortgage tripled by 2008 to over 12,000 from just 
over 3,000 in 2000.
 thus, while the surge in home prices since the 1990s 
stretched household budgets — often to and past the 
breaking point — the subsequent decline in prices has 
done nothing more than ease the way for some intrepid 
buyers willing to risk entering the market at such a difficult 

Source: Federal Reserve Bank of Boston

Source: American Community Survey 2008

Figure 4. owner households by year Moved in (2008)
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Source: Federal Reserve Bank of Boston

time. Meanwhile, the effects of the dramatic house price 
increases that began in the late 1990s remain.

affordability remains elusive
For homeowners who had purchased before or at the peak 
of the market, falling prices could not ease burdens caused 
by oversized loans, second mortgages, and rising utility 
and property tax payments. For renters hoping to become 
owners, lower prices help at the margins but have been 
countered by falling income, less available credit, and 
extreme mistrust of the housing market itself.
 to illustrate the burden of housing costs on Massachu-
setts households, we use an existing definition of what it 
means to be “cost burdened” in terms of total housing costs. 
A household with total housing costs greater than 30 per-
cent of its household income is considered by the depart-
ment of Housing and urban development (Hud) to be 
cost burdened. A severe cost burden is defined as spend-
ing more than 50 percent of household income on housing 
expenses. For this analysis, housing costs for homeowners 
include mortgage, property tax, insurance, and utilities. 
 using data from the American community survey 
(Acs) of the bureau of the census, we have been able to 
compare individual household incomes with the array of 
expenditures that the Acs defines as housing costs. these 
data form the basis of the analysis that follows.
 Figure 5 depicts the time series of the home price 
index compared with the percentage of Massachusetts 
homeowners for whom housing costs represent less than 
30 percent of household income; between 30 percent 
and 50 percent of household income; and more than 50 
percent of household income. these graphs depict differ-
ent aspects of the same phenomenon. our first point is 
that the fraction of households for which housing costs 
is a manageable 30 percent or less represents the majority 
of households in the state. However, this proportion has 
decreased substantially over the past decade. 

Source: American Community Survey 2008

 in 2000, for the state as a whole, 76 percent of hom-
eowners spent 30 percent or less of their income on total 
housing costs. by 2006, the analogous fraction for owners 
had fallen to approximately 63 percent. it has remained 
steady since then. Meanwhile, the fraction of owners pay-
ing a crippling 50 percent or more of their income rose 
from 9 percent in 2000 to 15 percent in 2008 — that’s 
nearly one in six homeowners. Falling prices may have 
stalled the growth in the number of households paying 
too much for housing costs, but they have not reversed 
the trend.
 outstanding mortgage debt is by far the biggest cost 
for homeowners, but they continue to face additional chal-
lenges to affordability. rising property taxes, unpredict-
able and often high heating fuel costs, and largely stagnant 
incomes have left little room for error in family budgets. 
 thus, most evidence points to the conclusion that 
falling prices have managed to forestall a worsening of 
affordability problems, but that affordability remains a 
bigger problem than it was in 2000. owners who bought 
in 2009 probably have a better affordability outlook than 
most.2 However, there are a couple of reasons to think 
that housing affordability problems will likely persist. For 
one thing, during parts of 2009, home sales were at their 
slowest since 1995. this means that the number of new 
owners paying a potentially lower share of their income 
for housing costs is smaller today than it might otherwise 
have been. second, while these owners probably bought 
at much lower prices, it is unclear whether this will be suf-
ficient to offset lost or stagnant income and likely increases 
in property taxes and home heating bills.

an Intractable Problem?
Housing affordability problems are not new in Massachu-
setts, and easing the way for homeowners may seem con-
founding. it may help to consider both components of the 
affordability problem: prices and incomes. 

Note: The American Community Survey did not begin until 2005.

Sources: American Community Survey; U.S. Census 2000; Federal Reserve Bank of Boston
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 As noted above, prices in Massachusetts began to 
climb after the recession of the early 1990s. Among the 
several factors at play, the long-term housing shortage 
in the state merits special attention. in a 2008 study, we 
found chronic housing shortages for single family hous-
ing, notably a persistent shortage of tens of thousands of 
units in the boston metro region throughout the 2000s, 
and perhaps before.3 We defined a housing shortage for 
owner-occupied units to mean a lower than 1.5 percent 
vacancy rate.4 vacancy rates below that lead to price infla-
tion, contribute to affordability problems, and ultimately 
pave the way for outmigration. 
 the low rate of housing development in recent years 
has contributed to Massachusetts’ status as one of the most 
expensive places in the nation to live, though it has also 
provided protection from falling prices since the start of 
the recession. since the onset of the current recession, 
economic considerations here and elsewhere have meant 
that while the state population grew slightly faster than 
expected, new housing starts came to a near halt. 
 We look at housing permits as an indicator of new 
housing stock that is likely to be added to the state’s inven-
tory. As shown in Figure 6, the rate at which new hous-
ing permits have been issued has been slow compared with 
rates since the housing boom of the late 1980s. since the 
official start of the current recession in december 2007, 
the issuance of new housing permits has set repeated 
record lows since record-keeping began in 1969. With a 
low of only 384 new permits issued in April 2009, com-
pared with a previous low of 546 permits in January 1982, 
the current pace of housing development has the state on 
course to continue or worsen its current housing shortage.
 Even during the recession, housing costs in Massa-
chusetts have remained high relative to other states. this 
is largely due to the severely restricted supply of new 
housing in many parts of the state. As the economy grows 

healthier in the coming months and years, prices will likely 
rise, in part because of an inadequate housing supply.
 besides price, income is the other major consider-
ation for affordability. unlike home prices, which remain 
significantly higher than at their pre-2000 levels, incomes 
for most households never rose so dramatically. While real 
incomes rose for the highest quintile of earners between 
1990 and 2006, household incomes in Massachusetts have 
remained largely stagnant, or even fallen in real terms. 
consequently, for all but the state’s highest earners, the 
recent fall in prices has failed to compensate for the lack of 
income growth that most households experienced during 
the 1990s and early 2000s.5

While affordability is no longer getting worse, it will remain 
a problem in Massachusetts unless either prices fall fur-
ther, or incomes rise.

lindsaY koshGaRian is a research analyst at the University of 
Massachusetts Donahue Institute.

ENDNOTES

1.) Warren group. accessed 1/28/2010 from http://www.
thewarrengroup.com/portal/solutions/Pressreleases/tabid/190/
newsid751/2378/default.aspx.)

2.) American community survey data for 2009 are scheduled for 
release in 2010 but are not yet available.

3.) The State of the Massachusetts Housing Market: A Statewide and 
Regional Analysis, uMass donahue institute. Economic and Public 
Policy research unit with bonnie Heudorfer. november 2008. Avail-
able at http://www.massbenchmarks.org/publications/policy.htm.

4.) this is the definition of “natural vacancy rate” — the vacancy 
rate at which real prices neither rise nor fall — used in E. belsky, 
r. drew, and d. Mccue, Projecting the Underlying Demand for 
New Housing Units: Inferences from the Past, Assumptions about 
the Future, Joint center for Housing studies, Harvard university. 
november 2007.

5.) rebecca loveland, robert nakosteen, raija vaisanen, and roy 
Williams. “income inequality in Massachusetts, 1980–2006,” Mass-
benchmarks, (June 2008) 10, no. 2.

Sources: U.S. Census Bureau
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ver the past twenty years, mill community after 
mill community across new England struggled 
to regain economic vitality. in communities 

such as Fall river, Massachusetts, and saco-biddeford, 
Maine, the recovery has been ever so slow, with a sustain-
able recovery not achieved to date. in other places, as in 
Pittsfield’s old general Electric complex or in Worcester’s 
southworks, the facilities were so polluted or outmoded 
that there was little choice but to demolish them. And yet, 
for every example of slow recovery or demolition, one can 
find example after example of old mills that have been revi-
talized and which are once again contributing to the local 
tax base.1 As architectural critic robert campbell wrote: 
“new England . . . is the heartland of successfully con-
verted industrial architecture.”2 Moreover, these old mills 
have proven quite adaptable for a myriad of uses.3 Man-
chester’s (new Hampshire) Amoskeag mill yard includes 
a branch of the university of new Hampshire; olneyville 
(rhode island) mills are being converted into mixed uses, 
ranging from residences to offices and to some manufac-

turing; and groton’s West groton Mill houses senior citi-
zens. there is much more: clinton’s carpet works houses 
a 21st century plastics firm; connecticut’s Mansfield 
Mill has returned to manufacturing; and the old sprague 
Works in north Adams is now the home of the sprawl-
ing Massachusetts Museum of contemporary Art.4 the 
list of conversions has been extensive and more are under 
way, including mills in lawrence and ludlow. At the same 

The economIc ReSILIence of The BLacKSTone VaLLey mILLS ILLUSTRaTeS The VIaBILITy of a 

fLeXIBLe-USe BUSIneSS STRaTeGy foR neW enGLanD’S mILLS anD mILL comPLeXeS.

o
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The Economic Vitality of the  
Blackstone Valley Mills:
A Snapshot at a Moment in Time
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time, hundreds of these mills (there is no accurate count) 
tucked away in community after community await revival 
or demolition. 

Why revitalization Matters 
We hope that they have a future. these mills — whether in 
cities as large as lowell or chicopee, or in villages as small 
as slatersville, collinsville or Manville — are critical to the 
well-being of their communities for several reasons. First, 
perhaps more than any other set of buildings, they have 
defined and continue to define the morphology of our 
mill-town landscape. For examples, visit new Hampshire’s 
Harrisville, Massachusetts’ gleasondale or rhode island’s 
Albion.5 All have, to varying degrees, the same qualities. 
Most essential is that they are all on a valley floor adjacent 
to a river or stream with sufficient flow and drop (or fall) 
to power a nearby mill complex. the river would have at 
least one dam and a sluiceway crossing it with either water 
wheels or turbines to convert the flow to power. Along 
the river’s bank would be a railroad and a vehicular road 
connecting the mill to distant places. the mill itself, usu-
ally four or five stories, would typically be brick or granite. 
clustered close by on land near the river and within walk-
ing distance of the mill would be mill residences, includ-
ing small single family houses, duplexes, boarding houses, 
and apartment blocks. Moving away from the valley floor 
and up its hills would reveal the homes of the specialists, 
foremen, senior staff members, and owner/mill agent. 
usually near the dam one could find the church, school, 
and a small retail center. time after time, as we cross new 
England, these elements appear.6 
 second, these mills are an enduring touchstone to 
our culture and sense of innovation. in these mills we 
made things and, to some degree, continue to do so. the 
late Jane Jacobs described the products of these special 
places as follows: 

 In the nineteenth century, saws and axes made in 
 NewEngland cleared the forests of Ohio; New England 
 ploughs broke the prairie sod, New England scales 
 weighed wheat and meat in Texas; New England serge 
 clothed businessmen in San Francisco, New England 
 cutlery skinned tans to be tanned in Milwaukee and 
 sliced apples to be dried in Missouri; New England 
 whale oil lit lamps across the continent; New England 
 blankets warmed children by night and New England 
 textbooks preached at them by day; New England 
 guns armed the troops; and New England dies, lathes,  
 looms, forges, presses and screwdrivers outfitted facto-
 ries far and wide.7 

 And writing on a visit to connecticut river valley 
at the close of President Kennedy’s campaign, theodore 

White wrote:

 The strange sense of American history, overlapping in  
 the sequence of time, weighed heavily on all of us. Here  
 in the Waterbury-Springfield-Torrington-Hartford  
 quadrangle of New England had happened one of
  those episodes in man’s history similar to the episode of 
 Athens in its age of splendor. In this quadrangle, a 
 century and a quarter ago, an outburst of Yankee 
 genius had invented the technology of America and 
 the world — all the arcane secrets of machine tools, 
 precision machinery, interchangeable parts, mass pro-
 duction, alloys and tolerances had been worked out
 here first . . . 8

 Even today in places like Maynard’s clock tower Place, 
new products are emerging from small companies with 
strange names like tizor systems, blackFriars communi-
cations inc., and the Earthwatch institute.9 the complex 
even houses ex-red sox pitcher curt schilling’s computer 
game company, 38 studios.10 All one has to remember is 
the humble beginnings of the digital Equipment corpora-
tion at this very site.11

 third, the mills represent stability. despite being nes-
tled in valleys, their shear size, chimneys, and mill clocks 
dominate the landscape and appear as strong as rocky out-
croppings. Even though they may be in decline, under 
revitalization, or welcoming new uses, they are typically 
the most crucial structures in the community. And they 
are irreplaceable. When they are destroyed, new zoning, 
environmental, building, and flood plain regulations take 
effect, seldom replicating the earlier dimensions, historic 
uses, construction materials, and footprint. communities 
that have destroyed mill complexes are often left with for-
lorn spaces that give one a sense of emptiness and feeling 
of a void in community life.
 While recognizing the importance of these special 
complexes, we are also becoming increasingly aware of 
the need to practice smart growth and green construction 
principles. these mill complexes contribute immensely to 
smart growth in that most often they are at the central 
core of the community, benefiting from an array of utili-
ties and, often, mass transit. one does not have to build 
new roads or water, sewer, or fiber optic systems to make 
them work. one does not have to build in a greenfield 
leaving a brownfield behind. And one knows that there is 
sufficient worker housing nearby. in terms of green con-
struction principles, these sites lend themselves to photo-
voltaic systems, geothermal operations, and even the revi-
talization of old dams to create electricity. despite being 
built under 19th century standards, they can and do meet 
the accepted principles of sophisticated economic devel-
opment planning for the 21st century.
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 if we agree on the value of these assets, then shouldn’t 
we expect a groundswell of interest in these old struc-
tures? shouldn’t they be gaining in assessed value because 
of buyer interest? shouldn’t they be candidates for signifi-
cant investments by developers and opportunities for pub-
lic-private entrepreneurial partnerships? And shouldn’t 
communities, fully aware of their importance, recognize 
them as candidates for action in their master plans? We 
thought the answers to all of these questions would be yes 
— that those complexes would attract increasing devel-
oper interest and that the structures, if in condition to be 
revitalized, would no longer have negative assessed value. 
We also expected that cities and towns would create work-
able public-private partnerships, and that the master plans 
would call for community action for revitalization. We 
based our premise on our own mill revitalization planning, 
consulting, and research across new England; a review of 
state and municipal policies and plans; and conversations 
with mill revitalization developers.

the Blackstone Valley experience
to test our perceptions, we decided to analyze the mill revi-
talization experiences of the communities along the Mas-
sachusetts section of the blackstone valley. the blackstone 
river valley is 46 miles long, extending from Worcester 
to Providence. it comprises 24 communities, all of which 
housed mill complexes ranging from the former Washburn 
and Moen Wire Works in Worcester to the Whitin Machine 
Works in Whitinsville and to one of the most beautiful 
mills ever designed (and substantially lost due to fire) — 
uxbridge’s crown and Eagle Mill.12 the home of several 
of samuel slater’s mills and the utopian mill town of Hope-
dale, the valley is often considered the starting point of the 
American industrial revolution. on november 10, 1986, 
an Act of congress honored the valley as the nation’s first 
national historic industrial corridor (now called the John 
H. chaffee blackstone river valley national Historic cor-
ridor).13 that milestone remains a significant event in stim-
ulating the valley’s revitalization.
 since World War ii, the valley had settled into a slow, 
gentle period of economic decline. its wire, tool, machine, 
and textile firms were forced into bankruptcy, closed 
up shop, or moved elsewhere. As this unfolded, the two 
anchor cities at either end of the valley, Worcester and Prov-
idence, were also in dire straights as people and businesses 
moved elsewhere, stripping them of much of their vitality. 
it became a largely a forgotten section of new England.
 in the 1990s, however, several significant events began 
to revive the valley. the first was the aforementioned 
national Heritage corridor. As with the creation of low-
ell’s national Park eight years earlier in 1978, it engen-
dered a strong sense of pride among the residents and a 
feeling that, despite hard times, the federal government 

would become a protector, nurturer, and investor.14 And it 
did so with minimal funding. nonetheless, the park’s role 
became a confidence builder in the valley’s future. 
 the second event was the creation of several high-
way improvements that dramatically enhanced the speed 
and access by which valley residents could move to the 
region’s job centers. to the south, rhode island created 
interstate route 295, which curved around Providence 
and provided faster access to the south side of the valley 
toward boston as well as points south. 
 Another improvement was the widening of Massachu-
setts state route 146 from a two-lane to a four-lane divided 
highway with speed limits of 65 mph. this highway made 
quick access available to commuters to Worcester and 
Providence. Finally, the creation of the Mass turnpike’s 
(i-90) –route 146 interchange in Millbury dramatically 
increased the ease with which travelers could access high-
ways to Worcester and boston. 
 At the time of these improvements, Worcester and 
Providence were benefitting from many successful revital-
ization projects. in the core of Worcester, its convention 
center, double stacked rail capability, downtown medical 
complex, and highly successful revitalization of union sta-
tion as a working terminal for ten trains per day to bos-
ton were critical improvements. With other improvements, 
including a new courthouse complex, several new hotels 
and revitalized buildings, the city has strengthened its posi-
tion as the economic engine of central Massachusetts. to 
the southeast, improvements in Providence were even more 
spectacular. A successful downtown mall adjacent to new 
hotels and office buildings and a beautifully designed river 
walk helped the city to sparkle. indeed, with the most gen-
erous investment tax credit in the nation for the revitaliza-
tion of old mills, Providence is well-poised for even more 
growth, in spite of the current severe recession, which has 
brought developments in both Worcester and Providence to 
a virtual stop. With the end of the recession, we hope and 
trust that economic growth will begin anew in both cities.
 these transformations dovetailed with new growth 
along boston’s interstate 495, approximately five miles east 
of the valley. in fact, the westward expansion of jobs from 
boston, at least until the onset of the recession, increas-
ingly moved the job center of the boston Metropolitan 
Area toward Hopkinton, one exit east of the Mass Pike 
exit to the valley. the highway improvements, increased 
prosperity in Worcester and Providence, and the westward 
expansion of jobs all stimulated economic growth in the 
valley. Where the population between 1980 and 1990 had 
declined, it has increased over the last twenty years by 25 
percent.15 Median housing prices have steadily increased by 
130 percent on average between 1996 and 2006.16 While 
none of these figures is spectacular, they do create a picture 
of a region that is on the road to an economic resurgence.

T h e  e c o n o m I c  V I Ta L I T y  o f  T h e  B L a c K S T o n e  V a L L e y  m I L L S
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Mill revitalization in the Valley:  
an empirical Study 
but where do the mills fit in this portrait? Has the west-
ward movement of the boston economic tsunami been 
sufficiently powerful to make them attractive for growth? 
Here is a snapshot of our findings of forty mills studied in 
10 towns in the blackstone valley17: the largest percentage 
of mills (20%) was in Millbury, followed by grafton and 
northbridge (15% each); then by leicester, sutton and 
uxbridge (12.5% each); douglas (5%); and blackstone, 
Hopedale, and upton (2.5% each). the majority of the 
mills are owned locally, which is good for targeting rede-
velopment efforts. seventeen of the 40 mills studied were 
either vacant, in very poor condition, or partially demol-
ished. one-fifth of the mills had been extensively rede-
veloped, while one-third were in the process or planning 
redevelopment. northbridge had undertaken extensive 
redevelopment in three of its six mills. Mills undergoing 
minor redevelopment were reusing their space commer-
cially, while 63 percent of the mills that had undergone 
extensive redevelopment were reusing their space for 
housing – residential initiatives.
 of the six extensively redeveloped mills that were 
required to pay taxes, five (83%) yielded higher tax con-

tributions in 2008 than in 2000, indicating that exten-
sive redevelopment may have increased town revenues 
through property taxes. notably, mills that were rede-
veloped for housing or commercial uses yielded higher 
growth in tax revenue than mills that were redeveloped 
for industrial uses. 
 the accompanying tables present mixed results. in 
Millbury, where the new i-90 – route 146 intersection 
sits, the westward movement would appear to have had 
an impact. of its eight mill complexes, all increased in 
assessed value and tax revenue payments between 2000 
and 2008. However, the range of increased tax revenue 
payments was significant with the cesyl Mills, on the low 
end, only increasing by 9 percent while the cordis Mills, 
on the upper end, after major revitalization to high end 
housing, increased twelve fold from $9,853 to $118,600. 
the cordis Mills is a classic public-private success story. 
the town played a key role in locating grants, lowering 
taxes, and effecting a zone change to residential uses. the 
state also provided funding for brownfield remediation. 
the town of Millbury has identified four other mills in 
which it is playing an active role. one of these is the cesyl 
Mills, which is in active industrial use. While hardly a place 
of aesthetic charm, it bustles with lower-to-middle-class 
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manufacturing jobs. the town wants to retain these jobs 
while ensuring that the mill site continues to improve. 
this will be no easy task. the other mill sites, whether 
industrial or commercial, remain active but will be exempt 
from specific municipal or state actions. 
 While Millbury had the most mills with increased tax 
revenue payments, leicester, uxbridge and grafton had 
the fewest. of leicester’s five mills, four declined in tax 
revenue payments from 2000 to 2008, ranging between 
-15 and -67 percent. only its Watson Mill increased in tax 
contributions, and by a small 3 percent. All of this occurred 
while the total percentage change of tax revenue payments 
across the town increased by 59 percent. leicester does 
not have the locational advantages of the other blackstone 
valley towns. it does not touch rt. 146, the valley’s trans-
portation spine, and it barely intersects to qualify as one of 
the national Park site communities. it may be that leices-
ter is considered much more a core part of Worcester’s 
economy than of the blackstone valley’s. in any case, mill 
values are falling and, with the exception of the Watson 
Mill, the community is taking no municipal action.
 the question of optimal uses for old mills appears to 
be critical for their successful revitalization across the valley. 
these mills were built for large-scale industrial uses, rang-
ing from textiles to machinery manufacturing to foundry 
work and the making of leather. Among the most famous 
of these, the draper Mill was originally part of Ada bal-
lou’s utopian experiment at Hopedale.18 And the Whitin 
Machine Works in Whitinsville was a leading manufacturer 
of textile machinery in the country.19 unfortunately, we no 
longer make these products in any significant number in 
the blackstone valley or even in new England. Moreover, 
industrial processes have changed dramatically from the 
four and five story structures created by 19th century mill-
wrights to the Henry Ford inspired manufacturing plants 
of the Midwest to today’s single story “tilt up” structures. 

converting these buildings for today’s large scale manu-
facturing, given modern building codes, is in most cases 
too expensive. of the 40 mills surveyed, only seven have 
manufacturing uses. in some cases, there are small compa-
nies that manufacture goods, that participate in our high 
technology culture, and that undertake research and devel-
opment activities. one such example is sutton’s Polyvinyl 
Films, inc., a maker of plastic food wrap in the dupont 
street Mill. in other cases, manufacturing companies fully 
occupy their own mills. one of these is the s & d spinning 
Mill in Millbury, which has a unique market:  it is the only 
manufacturer in the nation that produces the yarn used in 
baseballs for Major league baseball.
 Most communities in the valley that house mills 
would welcome manufacturing, provided it was environ-
mentally clean and met customary performance standards 
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governing noise, particulates, vibration, radioactivity, and 
lighting. they recognize that manufacturing is part of 
their cultural legacy and that they typically offer living 
wages for their workers. unfortunately, given the lack of 
demand for their output, formidable zoning and building 
codes, and the mills’ less than efficient spaces for mod-
ern manufacturing, they have, in most cases, had little 
choice but to begin to broaden allowable uses. Hoped-
ale’s draper Mill is an excellent case in point. located 
halfway between route 495 and route 146 in the middle 
of Hopedale’s famed model industrial village, it would 
appear to be an excellent site for industrial use. And yet, 
because of the above factors, it has been vacant for years. 
little wonder that the town is beginning to examine 
alternatives to industry and is reviewing zoning options 
for other uses.
 Most of the valley’s towns have recognized the issue 
sooner than Hopedale and have changed the zoning code 
to allow for retail, offices, housing, and other uses. We 
expect other “mixed use” options to follow. one excel-
lent example of this, sutton’s Manchaug Mills, houses the 
highly successful vaillancourt Folk Art, maker of finely 
crafted folk art pieces, along with 20 other tenants in 
a beautiful granite faced mill 2.5 miles from an exit off 
route 146. Also undergoing regeneration, the Whitin 
Mill in northbridge will welcome a nonprofit enterprise, 
residences, retail shops, and cultural activities. it is clear 
that the blackstone towns no longer see a long-term man-
ufacturing future for most of their mills and are expanding 
land use and zoning options to reflect this reality.
 beyond their role in history, culture, and the mor-
phology of their communities, are the mills the potential 
beneficiaries of financial factors that would make them 
candidates for public support through grants, tax incre-
ment financial agreements, or other public-private part-
nership initiatives? the answer is mixed. in the case of 
uxbridge’s stanley Woolen Mill, located along one of 
the most beautiful parts of the blackstone canal, the fail-
ure of former owners to pay taxes has resulted in a large 
tax lien on the property. the town has refused to forgive 
this debt and the owner has failed to gain sufficient funds 
to rehabilitate the site for occupation. the net impact 
is that the structure is gradually rotting away.20 could 
the case have been handled differently? in theory, the 
town could have forgiven the back taxes, created a work-
able tax increment Financing Agreement (tiF), and 
provided suitable zoning. the owners could have raised 
more funds and obtained a long-term credit line from a 
bank. but the town is cash-strapped and looking at the 
short term. in the meantime, few banks are willing to 
provide financing to an apparently underfinanced owner 
for unapproved uses in a volatile market on a rotting 
structure: timing is everything.

 However, there are other examples where the valley’s 
towns have been willing to invest. in some cases, though, 
the town had little choice as the mills were either totally 
or partially destroyed by fire. Examples include graf-
ton’s Fisherville Mill, sutton’s Pleasant valley Mill, and 
uxbridge’s bernat Mill. the Fisherville Mill site has now 
received millions in brownfield remediation grants and is 
well on its way to restoring the vitality of this village.21 in 
others, the town has become a key participant by helping 
to write grants, change the zoning, remediate brownfields 
or provide tiF assistance. northbridge has been the most 
active participant, with three of its mills having received 
some kind of assistance from the town. clearly, there is 
extensive interest.

Keys to return on Investment 
but have the mills contributed increased revenues to the 
towns that have worked to make them viable? the jury is 
still out. in some cases, the mills have added value while 
in others they have not. several critical factors have influ-
enced returns on investment. First, if a mill is primarily 
in industrial use, chances are it is less likely to be adding 
tax revenue to the community at the same rate as through 
other uses. of the seven mills devoted primarily to man-
ufacturing, three paid less in tax revenues in 2008 than 
in 2000. For example, grafton’s lower Washington Mill 
paid 34 percent less in property taxes to the town in that 
period. in contrast, the overall percentage change in total 
taxes collected by the town during the same period was 55 
percent. the remaining four mills did add value but far less 
than the overall percentage change in their home towns. 
in fact, none of them came close to matching the rate of 
overall property tax collection growth from 2000 to 2008. 
While one cannot determine all of the reasons for this, it 
appears that a lack of demand for these structures and an 
unwillingness of owners to reinvest in them would be most 
likely. should the valley’s towns be concerned? clearly, 
they would want these structures, at a minimum, to keep 
pace with the growth in tax revenues. However, note that 
all six of these mills are active, with vibrant companies that 
provide jobs for the valley’s workers. We can only conclude 
that property tax payments are only part of our story!
 second, mills are not all dinosaurs. of the 40 mills 
examined, four are tax-exempt, and 18 declined in tax 
payment contributions while another 18 increased tax 
payments. this point requires further analysis: of the 22 
active-use mills that pay taxes, 68 percent contributed 
more tax revenue in 2008 than in 2000. of those that 
declined in tax payment contributions, 11 were vacant, 
mostly vacant, or demolished; and two had major fires. 
these conditions would have stimulated a decline in value 
whether they were mills or modern facilities in an industrial 
park. in other words, it appears that old mills can function 
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similarly to any other industrial structure in the market-
place. if they are actually used, their assessment will be at a 
market rate; if not, they will decline in value.22

 third, if an owner does invest in revitalization, it 
will likely result in increased revenues to the community. 
between 2000 and 2008, five of the six revitalized mills 
yielded higher returns for their home communities. this 
suggests that, overall, mills can be upgraded and contribute 
to the community. it is not an earth-shaking finding! How-
ever, many doubters — and there are many — of mill revi-
talization should take notice: the redevelopment of mills 
can make money!
 Fourth, it appears that locally owned mills are more 
amenable to revitalization. of the 18 mills revitalized 
between 2000 and 2008, 14 (78%) were locally owned. 
We do not have a clear explanation for this except that 
it suggests that these owners are committed to the valley 
as a community rather than simply as a place of business 
and that, because they are “on the ground,” they have a 
clearer sense of the marketplace.
 And the towns? Have they recognized these mills as 
investment opportunities? According to their planning doc-
uments, all of the towns have noted the importance of at 
least some of the mills in their communities. there appear to 
be three trends. First, towns like Millbury and grafton are 
endeavoring to develop processes that will make revitaliza-
tion easier. these include flexible zoning, the possibility of 
tiF agreements, and the potential for grant funding. such 
tools place planners in a position to negotiate mill revital-
ization agreements that best meet the needs of the com-
munity. second is that the towns consider some mills wor-
thy and others unworthy of development. they are picking 
mills with developer interest or of critical value to the town. 
third, the data show that most of the towns have either 
economic development or community development corpo-
rations that can assist mill owners and others in regenerating 
their structures. (it is striking that leicester and uxbridge, 
two of the communities with the greatest need, have not 
chosen to create one of these corporations.) in short and 
on the whole, these blackstone valley communities consider 
their mills to be important. they are giving the mills appro-
priate attention. 

Conclusions
We began this paper with the premise that the blackstone 
valley had rediscovered its mill heritage and that its mills 
were becoming crucial components in the valley’s regen-
eration. is it supported? the data suggest yes in some cases 
and no in others. Here are our findings:

 1) the public-private partnership is critical to the
 success and revitalization of the mills. this partner-
 ship includes regulatory and financial assistance.

 2) Most of the towns recognize that old mills are 
 important but not to the point that all should 
 be maintained. they are willing to pick the 
  best and ignore the remainder.
 
 3) the towns increasingly recognize that these mills  
 will not be used for industrial purposes and are  
 changing their zoning to reflect the need for 
 other uses.

 4) there is an apparent pecking order for obtaining 
 the greatest return on assessed value: buildings 
 that have been converted to housing contribute 
 more to the local tax base. they outperform 
 commercial uses, which, in turn, trump 
 industrial uses. 

 5) Mills have, for the most part, increased tax 
  contributions to their local municipalities, but 
  not as rapidly as other properties have during
  2000 to 2008. 

 6) if a mill is locally owned, it appears to have a 
 better chance of being revitalized than if it is owned  
 by distant landlords.

At this moment, the blackstone valley mills would appear 
to be secure. they are respected, they are wanted, and their 
substantive activity will remain reliant on active uses on the 
immediate time horizon. the valley may have been revolu-
tionary, but today it is a highly pragmatic place!
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e n d n O t e S

 Many recent analyses have justifiably focused on the 
plight of homeowners in the current market. because rent-
ers have received less attention, it is tempting to assume 
that widespread falling prices have eased their housing 
burdens. in 2008, over 23 percent of Massachusetts rent-
ers spent 50 percent or more of their household income 
on housing costs. An additional 23 percent paid between 

30 and 50 percent of household income. For various rea-
sons, and in spite of falling housing prices, many renters 
are not likely to feel much relief.
 renters generally have lower incomes than owners. 
in 2008, 21 percent of families that rented their homes 
in Massachusetts were below the poverty line, compared 
with only 2 percent of families that owned their homes. 

A renter’s Market?  
think Again!

Ra i J a va i s a n e n

RenTeRS haVe GaIneD LITTLe economIc aDVanTaGe fRom The ReceSSIon. a comPRehenSIVe 

hoUSInG PoLIcy ShoULD emBRace TheIR chaLLenGeS aLonGSIDe ThoSe of homeoWneRS. 



income growth for renters has been flat since 2005. not 
surprisingly, renters with the lowest incomes experience 
the greatest cost burdens. Perhaps more surprising is 
that even among middle-income households earning up 
to $50,000, renters were no less likely to experience cost 
burdens than owners.
 some have argued that the current recession and 
housing crisis have created a renter’s market. Anecdotal 
evidence tells of landlords who, fearing lengthy vacan-
cies, have begun lowering rents or offering sweeteners 
such as several months of free rent to prospective renters. 
recently, some measures have shown apartment vacan-
cies at a 30-year high, due to a glut of condos that are 
currently on the rental market. do these factors mean an 
easier market for renters?
 A look at local rental markets also illustrates that claims 
of higher vacancy rates fail to hold across the board. the 
dominant recent trend has been that a shortage of rental 
units may contribute to higher rental costs. As of 2008, 
vacancy rates in boston were 4.8 percent compared with 
10 percent nationwide, and 5.3 percent for the common-
wealth overall. A study by the Harvard Joint center for 
Housing found that a vacancy rate of 7.4 percent allows 
for rental markets where prices rise at the rate of inflation.1 

this scarcity of supply exacerbates problems of availability 
and affordability of rental housing in Massachusetts. 
 given their significant initial burden, it is unlikely that 
these factors will ease burdens for more than a small num-
ber of renters. in 2008, 46.5 percent of all renter house-
holds had housing costs exceeding 30 percent of their 
household income, the same as in 2005. Median gross 
rent, which includes utilities, increased across the state 
between 2000 and 2005/2006. Median gross rent as a 
percentage of household income was virtually unchanged 
at about 29 percent in 2005 and in 2008. coupled with 
flat household income growth for renters, this spawned 
further declines in affordability. 
 the current recession has created an added layer of 
financial uncertainty for workers. Job losses lead to addi-
tional strains on household incomes. unemployment 
can quickly mean losing one’s housing, especially among 
renters who are more likely to struggle with such costs to 
begin with.
 Home ownership has long been central to the Ameri-
can dream. America’s policy to encourage home owner-
ship, from tax credits for mortgage interest payments to 
the recent tax credit for first-time home buyers, under-
scores this conviction. but in the present economic cli-
mate, it is reasonable to ask whether home ownership as 
an ultimate goal for all has distracted us from achieving 
affordable, high-quality housing for all. Furthermore, has 
our bias toward home ownership diverted us from creat-
ing a public policy that invests in desirable rental housing 
as a laudable end unto itself? 

 A reconceived housing policy must view home own-
ership and rental housing as desirable alternatives in the 
American dream. America’s tradition of rewarding per-
sonal initiative and investment can be reimagined as one- 
half of a new, innovative housing policy that also empha-
sizes renting as a stable, affordable option, and thereby 
rewards hard work at any wage. 

 
RaiJa Vaisanen is a research analyst at the University of Mas-
sachusetts Donahue Institute.

1.) belsky,  Eric s., rachel bogardus drew, and daniel Mccue.  
Projecting the Underlying Demand for New Housing Units: Infer-
ences from the Past, Assumptions about the Future, Joint center for 
Housing studies, Harvard university. november 2007.
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