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

This issue of MassBenchmarks takes a detailed look at both the housing market 

and several key housing policy issues that confront Massachusetts and have serious 

implications for the Commonwealth’s future prosperity.

In his assessment of the state’s economy, UMass Boston Professor and Mass-

Benchmarks co-editor Alan Clayton-Matthews offers a cautiously optimistic per-

spective on current economic conditions and the outlook for the balance of 2007. 

Although it has become clear that the deterioration of the state’s housing market 

has begun to take a measurable toll on the growth of the Massachusetts economy, 

it is also evident that the knowledge economy is creating good and well-paying 

jobs and helping to offset these negative impacts in many parts of the state.   

However, as the journal’s full editorial board notes in its “Excerpts from the 

Board” report, there are some serious threats to the state’s economic growth and 

competitiveness on the horizon. The relatively slow pace of overall job growth, 

the very slow growth of our labor force, and the uncertain impact of the “spillover 

effects” from national problems in subprime mortgage markets and related housing sectors all 

weigh heavily on the future economic prospects for the Commonwealth.   

In this issue’s feature article, Eric Nakajima, Kathleen Modzelewski, and Allison Dale explore 

the fi scal impacts of mixed-income housing developments on municipal budgets and fi nd that, 

contrary to much popular speculation, these developments frequently pay their “fair share” of 

municipal expenditures.   

In Endnotes, Ms. Dale mines the results of the latest UMass Donahue Institute/Citizens 

Housing and Planning Association Housing Poll and fi nds clear evidence that there is broad 

public support for the development of affordable housing provided that thoughtful policy 

actions are taken.            

Taken together, these two articles suggest that there is hope that rational policy solutions can 

be crafted that both address community concerns and lead to the development of new afford-

able housing in those regions of the Commonwealth where it is sorely needed. 

And fi nally, in this issue’s regional analysis UMass Lowell Professor Robert Forrant and 

UMass Lowell graduate student Anne Chalupka examine the state of the Northeast regional 

economy. Although their assessment identifi es a few silver linings in an otherwise gloomy re-

gional economic picture, it is clear that the problems facing the Merrimack Valley are in many 

respects the same challenges facing the larger Massachusetts economy.  As they put it, “Noth-

ing would help the region more than greater investments in training and education along with 

development of more affordable housing. This is essential to ensuring sustainable social and 

economic growth in the future.” 

 

Jack M. Wilson, President
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uch of the August 13, 2007 board meeting was spent discussing the ramifi cations of problems 

in the national subprime home mortgage lending market. No one really knows just how 

this mortgage credit crisis will work out, but even in the best case it will take considerable 

time. The most immediate impact of subprime mortgage diffi culties on the “real” national economy is on 

the housing industry, broadly defi ned. This includes residential construction, real estate brokerage, the 

mortgage banking sector, appliance and home furnishings manufacturers, and retailers. A general tightening 

of credit markets, of course, could have broader impacts on the national economy. The economic picture 

is confused and changing day-to-day.

In the midst of these national developments, the Massachusetts economy is growing, especially in certain 

sectors. The state added 34,200 net new jobs during the fi rst six months relative to the same six-month 

period last year. The job growth rate was 1.1 percent, while the U.S. job growth rate was about 1.5 

percent. The state’s job growth was heavily concentrated in two sectors: education and health services, 

and professional and business services. The state experienced little job growth or net job declines in 

construction, manufacturing, retail trade, fi nance, and information services. Moreover, despite the 

employment increases relative to a year earlier, the state still has considerably fewer jobs than it had at the 

peak in the fi rst quarter of 2001.

Problems in residential real estate are affecting the state. Housing prices have declined, by over 6 percent 

in the Boston metropolitan area since housing prices peaked in September 2005. The inventory of unsold 

homes remains high. Sectors directly related to residential real estate, such as brokerage mortgage banking, 

have been adversely affected. In addition, there is weakness in the retail sector, as sales of appliances, 

furniture, and other products related to home buying feel the effects of a declining residential real estate 

market. A declining residential real estate market does not have as big an effect on the construction 

industry here as it does nationally, because of the relatively lower level of new residential construction 

that takes place in this state.

Concern was expressed about the long-term problem of slow labor force growth in the state, and the 

continuing exodus of young, well-educated workers to other states. Both slow job growth and expensive 

housing contribute to this pattern of out-migration. Net out-migration from the state has been going on 

for many years, but generally abates as the economy experiences expansion. During the current expansion, 

however, net out-migration has remained stubbornly high.

The current performance of the Massachusetts economy can best be characterized as growing but not at a 

fast pace, and not evenly across the state’s economic sectors. Although the state’s job growth matches the 

long-term trend of job growth in the state, it is below that of a typical expansion. The declining housing 

market will continue to exert a drag on the state’s growth rate for the remainder of the year.

Prepared by Executive Editor Robert Nakosteen, August 27, 2007
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The Massachusetts economy is currently on a trajectory 

that is similar to that of the national economy, at least as 

measured in the aggregate. During the second quarter of 

the calendar year, the U.S. economy grew at an annualized 

rate of 3.4 percent. During the same period, the Massachu-

setts economy grew at 3.6 percent annual rate of growth, 

down from a strong 4.1 percent rate in the fi rst quarter. 

The state’s economy is being pulled in two directions. On 

the upside, strong demand for the state’s technology, sci-

ence, knowledge, and health-based goods and services 

is creating good job and income growth. On the down-

side, the housing market slump is restraining employment 

growth and consumer spending in related sectors. There 

is also growing concern about the spillover effects to the 

economy from the subprime mortgage sector collapse.  

 These two opposing forces are refl ected in differences 

in recent employment trends by sector in Massachusetts. 

Employment in computer systems design; management, 

scientifi c, and technology consulting; scientifi c research 

and development; software; securities, commodity, and 

investment fi nance; and health care has been expanding at 

more than twice the overall payroll employment growth 

of 1.1 percent over the past year.  

 Employment in sectors related to housing, such as 

construction, and retail sales of furniture and building 

materials, have declined over the past year. Consumer 

spending tied to the wealth and credit that rising home 

prices provided has also weakened. This is refl ected in 

June ’06 to ’07 declines in retail employment in general 

merchandise stores and motor vehicle and parts dealers, 

declines in motor vehicle sales taxes, and weak growth in 

other sales taxes.

The housing market pain is not over yet
The housing market, which began weakening in 2005, 

declined in 2006, with a sharp fall in sales and permits, 

modest price declines, and a large increase in inventories. 

Mortgage delinquencies and foreclosures rose. Accord-

ing to the Massachusetts Association of Realtors (MAR), 

sales in 2006 fell 12 percent for single-family homes and 

10 percent for condominiums from the prior year, while 

2006 median prices for single-family homes averaged 2.5 

percent lower, and condos 0.1 percent lower, than in 

2005. Meanwhile, active listings rose 27 percent in 2006, 

putting further downward pressure on prices. The U.S. 

Department of Housing and Urban Development’s Offi ce 

of Federal Housing Enterprise Oversight (OFHEO) new 

purchase-only house price index fell a moderate 0.8 per-

cent in 2006.

 The support that appreciation of housing values and 

low or falling interest rates gave to the economy during 

the recession and fi rst years of expansion diminished with 

the housing slump. With credit tapped out, consumer 

spending, as indicated by regular sales tax revenues for use 

and services, barely kept up with infl ation in 2006. Retail 

trade employment fell for the second straight year, by 0.3 

percent. With declining residential building, construc-

tion employment fell for the fi rst year since the expansion 

began, by 1.1 percent.

 Recent trends in two alternative sources of informa-

tion on the Massachusetts housing market give differ-

ent signals for developments in the housing market near 

the end of last year and the beginning of this year. The 

OFHEO purchase-only house price index for the state 

shows that prices of single-family homes (on a seasonally 

adjusted basis) declined for the last four successive quar-

ters (the data end in the fi rst quarter of this year).  Accord-

ing to this index, prices in the fi rst quarter of 2007 were 

4.0 percent below the peak in the fi rst quarter of 2006.

 According to the MAR’s data, on the other hand, 

single-family home prices (on a seasonally adjusted basis) 

rose in the last quarter of 2006 and fi rst quarter of 2007, 

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

NOT YET RECOVERING FROM RECENT ILLS

AL A N CL A Y T O N-MA T T H E W S

2007’s Housing Market
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so that prices in the fi rst quarter of this year were 1.8 per-

cent higher than in the third quarter of 2006. Accord-

ing to the MAR data, single-family home prices — on a 

quarterly basis — fell 5.0 percent from the peak in the 

third quarter of 2005, before recovering 1.8 percent of 

that drop in the last two quarters. 

 Inventory has also improved, as measured by the 

MAR’s active listings. In May, the latest month of avail-

able data, active listings of single-family houses and con-

dominiums were down 21 percent from the prior year 

(they are no longer reported separately for single family 

and condos), and, on a seasonally adjusted basis, are about 

at the same level they were in mid 2005; still high, but 

much closer to “normal” levels than a year ago.

 Does this mean that the housing market has hit bot-

tom, and is now on its way back? Probably not. Even if the 

MAR data are “right” and the OFHEO data are “wrong,” 

it’s too early to tell if the corner has been turned, or if 

the recent improvement were simply a “dead cat bounce.” 

The crucial months for the housing market are the sum-

mer months. In June, for example, single-family sales are 

typically 40 percent higher than in the average month, so 

the next few months will reveal whether or not conditions 

are improving.

 Moreover, several other factors suggest that the hous-

ing slump is not yet over, and will probably continue 

through the rest of this year and into the beginning of 

next. Most important, many householders are fi nding it 

increasingly diffi cult to hold onto their homes. The rise in 

delinquency and foreclosure rates has been especially steep 

for subprime mortgages, and these are likely to continue 

to rise this year as low-interest “teaser” rates expire and 

homeowners fi nd they cannot afford to pay the mortgage. 

Massachusetts is about as exposed to the subprime mar-

ket as the rest of the country. Nationally, the amount of 

adjustable rate mortgages that are resetting will continue 

to rise into the spring of next year.  

 Banks are tightening lending standards, and mort-

gage rates are rising — up nearly 60 basis points from 

the beginning of this year, making it more diffi cult for 

buyers to fi nance purchases, and therefore lowering hous-

Source: Office of Federal Housing Enterprise Oversight; Massachusetts Association of Realtors

Housing Prices, Massachusetts

ing demand. Combined with an inventory of homes that 

is still large, the market has excess supply and therefore 

downward pressure on prices.

 Home builders curtailed activity sharply last year, and 

are still reluctant to get back into the market. In the fi rst fi ve 

months of this year, on a seasonally adjusted basis, single-

family housing permits averaged 22 percent below the aver-

age for 2006 and 32 percent below the average for 2005. 

 Finally, housing prices in Massachusetts are way out of 

line with the rest of the country. If households across the 

nation spent the same fraction of incomes on homes, then 

the house price to income ratio would be similar from 

Source: U.S. Bureau of the Census, Seasonally adjusted by author

Single-Family Housing Permits
Number per month, seasonally adjusted

Source: New England Economic Project, Moody’s Economy.com
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The data in the following figures provide a supplement to 

the analysis contained in “Economic Currents.” Recent 

trends in these key data series indicate fast-growing gross 

product, slow but steady employment growth and therefore 

fast-growing labor productivity.

State Data Section

Source: U.S. Bureau of Labor Statistics

Source: U.S. Department of Commerce, WISERTRADE; seasonally adjusted by author

KEY INDICATORS: RECENT TRENDS
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PAYROLL EMPLOYMENT GROWTH
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MERCHANDISE EXPORTS  
Seasonally adjusted 3-month moving average

state to state. The ratio of median single-family 

home prices to per capita personal income has 

fl uctuated over the past few decades, with the 

ratio in Massachusetts twice diverging far above 

that of the nation. The fi rst episode was in the 

mid 1980s, during the housing bubble near the 

end of the “Massachusetts miracle” years. The 

second episode began at the end of the tech 

bubble, and reached its peak at the beginning of 

2005. The success of the state’s economy in the 

1980s and 1990s allowed the run-up in prices, 

but it takes a strong local economy to maintain 

the disparity. The parity between Massachusetts 

and the nation was almost fully restored by the 

mid 1990s, as home prices in the state fell 14 per-

cent over the course of almost fi ve years between 

1988 and 1993, and then grew very slowly for a 

couple more years. This time around, the price-

to-income ratio in Massachusetts has already 

fallen from a high of 8.6 in the fi rst quarter of 

2005 to 7.6 in the last quarter of 2006. In the 

face of a relatively slow-growing state economy, 

the New England Economic Partnership is pro-

jecting the home price to income ratio to con-

tinue to decline to 6.4 by mid 2008 — versus a 

national ratio of 5.4. Falling house prices of 12 

to 14 percent from peak are expected to account 

for the return to near parity. 

 Although many homeowners will feel the 

pain of this adjustment, in the long run it will 

cure the state’s economy, as the state’s cost of 

living disadvantage versus the rest of the country 

will be largely repaired, enabling Massachusetts 

to compete for households and grow its labor 

force. However, in the short run, negative spill-

overs from the subprime mortgage sector col-

lapse could spread the pain and delay the cure.

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. 

ENDNOTES

1. The data from both HUD and the MAR are season-

ally adjusted by the author.

2. Henry, David & Goldstein, Matthew. (2007, July 23). 

“It’s just going to get worse: Many more borrowers could 

default when ARM rates rise.” Business Week, p. 29.
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Source: New England Economic Partnership (NEEP)                                                   

PAYROLL EMPLOYMENT BY INDUSTRY SECTOR, MASSACHUSETTS 

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

Source: Massachusetts Division of Unemployment Assistance, CES-790 series, sa
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tate policymakers, municipalities, and developers 

are confronted with apparently stark choices when 

deciding how and whether to approve new residen-

tial construction in Massachusetts communities. Cities and 

towns recognize a demonstrated need to increase housing 

opportunities for people with low and moderate incomes 

at the same time that they confront net annual defi cits in 

real expenditures. Oftentimes affordable housing develop-

ments are posed as a major cause of increased demand for 

local services and, by extension, local defi cits. In recent 

years, the Massachusetts state government has adopted 

programs and policies intended to encourage resource-effi -

cient residential development that reduces the demand for 

public infrastructure. The state has also enacted legislation 

designed to reimburse municipalities if low-income resi-

dential developments are found to negatively impact local 

school costs. The state programs are designed to mitigate 

the presumed negative impact of affordable housing devel-

opments and thereby stimulate new construction. 

 Recent surveys have shown that a majority of Massachu-

setts residents believe that affordable housing will increase 

municipal costs, especially public school expenses. Recent 

WHICHEVER WAY THE IMPACT’S MEASURED, THESE STATEWIDE DEVELOPMENTS 

TURN OUT TO BE NO ALBATROSS.

Mixed-Income Housing and the Mixed-Income Housing and the 
Municipal Bottom LineMunicipal Bottom Line

ER I C NA K A J I M A,  KA T H L E E N MO D Z E L E W S K I ,  A N D AL L I S O N DA L E

studies and news reports clearly document the great fi scal 

stress that Massachusetts cities and towns confront and the 

diffi cult choices that communities have to make to either 

recommend steep Proposition 2½ overrides or cuts in local 

services to residents. The purpose of this study is to further 

understanding of the impact that mixed-income develop-

ments have on municipal costs and to offer a framework for 

planning future development.1 

 Municipalities have, for decades, analyzed the fi scal 

impact of new commercial and residential construction. The 

S

Oftentimes affordable housing 
developments are posed as a 

major cause of increased 
demand for local services and, 

by extension, local defi cits. 
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most common fi scal impact model analyzes the impact of 

individual housing units through the allocation of munici-

pal costs based on household size and composition. How-

ever, unit-based fi scal impact analysis does not accurately 

depict the context in which affordable housing is developed 

in Massachusetts. Here, the majority of affordable housing 

is developed through the M.G.L. Chapter 40B Compre-

hensive Permit process. Under Chapter 40B, a developer 

can override local zoning when the host community lacks a 

minimum of 10 percent affordable housing as a percentage 

of the town’s housing stock. State-approved 40B develop-

ments must have a minimum of 25 percent low-income 

housing; typically, nearly three-quarters of housing units in 

a 40B development are sold at market rates. Therefore, in 

Massachusetts it is most common for new affordable hous-

ing units to be constructed and sold in tandem with hous-

ing units that are being sold and taxed at full-market values. 

Given the predominance of mixed-income developments 

in Massachusetts, this study focused on assessing whether 

the conventional wisdom that affordable, owner-occupied 

housing does not “pay its own way” holds true when the 

fi scal impact of the full development is evaluated. 

 This research used a case study approach to analyze the 

historical fi scal impact of mixed-income homeownership 

developments constructed in Massachusetts during the 

past fi fteen years. We randomly selected 20 communities 

out of a possible 100 cities and towns that met our selec-

tion criteria. From the 20 communities, we collected com-

plete information for eight developments located in seven 

towns. The fi eld work for the project was conducted over 

the course of six months and included a mixture of inter-

views, primary data collection from municipal records, and 

the use of online state databases. The interviews included 

local school and town offi cials while the data included 

school enrollment data by project and household, individ-

ual assessor’s records, special permit decisions, municipal 

census records, and public safety data. State data includ-

ed expenditure and revenue data from the Massachusetts 

Department of Revenue and educational data from the 

Massachusetts Department of Education. We attempted to 

gather a complete set of state and local data for the entire 

history of each project; however, for the sake of compari-

son this study focuses on the fi scal impact of the develop-

ments for the period from FY2003 to FY2005. 

 The municipalities included in this case study range in 

size from approximately 21,000 to 56,000 residents and 

are located in four of the state’s seven MassBenchmarks 

regions: the Pioneer Valley, Metro Boston, the Northeast, 

and Cape Cod. The developments, identifi ed in Table 1, 

were constructed between 1990 and 2003 and include 

projects approved under the state’s Chapter 40B Compre-

hensive Permit law and inclusionary zoning bylaws, and by 

special permit. As of June 2006, two of the seven towns 

in the study had reached the state’s 10 percent affordable 

housing requirement, while the percentage of low-income 

housing in the remaining fi ve communities ranged from 

3.6 percent to 9.8 percent.

 The case developments represent a broad range of sizes 

from small developments with six total units to medium 

and large-scale developments with up to 86 housing units. 

The average size of the developments is 33 units with an 

average of 8 affordable units per project. Half of the devel-

Table 1.  Profi le of Case Study Mixed-Income Developments

Kendall Crescent
Nickey Lane
Fresh Pond Farms
Pine’s Edge
Stoneybrook
Sherwood Forest
Edgemoor Circle
Buckingham Estates

35:5
6:2

21:6
38:6

86:22
36:9
12:3
23:6

1999 – 2001
1998 – 1999
2002 – 2004

1992
1990
2002
2003
1996

5
3

10
3
5

40
4

23

70
16
39
63

129
125
27
73

Town Project
Total Units

(Total: SHI*) Year Built Total Students Total Development 
Population

Brookline
Falmouth
Falmouth
Northampton
Peabody
Sandwich
Wellesley
Wilmington

*SHI: Massachusetts Subsidized Housing Inventory      Source: UMass Donahue Institute, 2007

This research used a case study approach to analyze the historical 
fi scal impact of mixed-income homeownership developments constructed in 

Massachusetts during the past fi fteen years. 
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opments have a ratio of market-rate to affordable units that 

approximates the 25 percent mandate in Chapter 40B.

The development in the Town of Brookline was permitted 

under the town’s inclusionary zoning bylaw and includes 

14 percent affordable housing. The housing developments 

are 100 percent ownership properties and include a mix-

ture of development types. Half of the developments in the 

analysis are composed of single-family homes. The remain-

ing developments consist of a mixture of town homes and 

apartment- and garden-style condominiums.

 For this research, three separate methods were used 

to analyze the fi scal impact of the case study develop-

ments. The fi rst two methods are the most common fi scal 

impact methods used in the fi eld: the per capita multiplier 

method and the marginal impact method. The per capita 

multiplier method, popularized by Burchell and Listokin, 

is the most common. In this method, the fi scal impact of 

a housing unit is determined by multiplying the cost-per-

person of town services by the number of people in the 

household, less the property taxes paid. 

 The marginal impact method determines the likely 

impact of housing through a careful evaluation of the 

capacity of a community to absorb new development (i.e., 

excess capacity of its roads, schools, parks, library, and other 

facilities). In this research, these techniques were adapted 

to take into account the fact that this is a historical analysis 

of impacts: the fi scal impact models incorporate the actual 

taxes paid per housing unit, annual municipal costs, and 

residents and public school students per household. 

 The third fi scal impact method is original to this study. 

The Per Housing Unit or “Fair Share” method determines 

the fi scal impact of a housing unit by subtracting the aver-

age municipal cost per housing unit from the property taxes 

paid by that home. The purpose behind this method was to 

evaluate the relative fi scal balance or imbalance of a hous-

ing development by comparing similar inputs: taxes paid 

by housing unit and costs allocated per housing unit. The 

traditional per capita multiplier method of analysis distorts 

the fi scal impact of housing units by allocating costs via 

a different method than costs are actually apportioned in 

municipalities. The most obvious example is educational 

expenditures: under the per capita method a new housing 

unit containing one public school student would be allo-

cated the per pupil cost of education in the town. If that 

cost were $8,500 and the property tax revenue paid by that 

household were $4,500, then the house would be said to 

have a negative fi scal impact of $4,000. As a matter of fact, 

municipal costs are not distributed to residents on a fee-for-

service basis. Municipal costs are distributed to taxpayers 

based on two principles: one, costs should be borne based 

on ability to pay (with value of real property a proxy for abil-

ity to pay); and two, every taxpayer in the community has 

an equal stake in the provision of services to their neighbor. 

The genesis of this method was an interest in analyzing the 

fi scal balance or imbalance of new housing developments 

in a manner that allowed comparisons between households 

and was closely aligned with how communities in Massa-

chusetts actually distribute costs. 

Marginal Cost Impact Results
In general, the eight case study projects did not have 

measurable marginal impacts on public services in their 

municipalities. There were no discernable public safety and 

general municipal service impacts from the developments. 

We received complete public safety data for all fi re, police, 

and emergency service calls to the housing developments 

in six out of the seven communities in FY2005. In each 

case, the number of service calls to the developments fell 

below the average number of calls per housing unit in the 

overall community. With respect to public works, the cost 

for developing all roads and making connections to the 

towns’ waterworks and sewerage systems were all borne 

by the developers. Interviews with public works offi cials in 

most of the towns confi rmed the written record available 

in the special permit decisions that the developments could 

not create a net burden on the communities. For each 

development, the cost of ongoing roadway clearance and 

maintenance is carried by the homeowners. In most cases, 

maintenance costs are covered through condominium or 

homeowners association fees. In one case, the develop-

ment roadways have not been accepted by the town as 

public ways and any future improvements are legally the 

responsibility of the homeowners. In interviews, public 

works and planning offi cials from the towns noted that 

the special permits approved by the town were negotiated 

to ensure that there would not be a signifi cant increase in 

marginal costs to the town.

 We did not fi nd clear evidence of marginal impact on 

public school costs in the case study communities, though 

it is diffi cult to rule out any possible impact. In four of 

In general, the eight case 
study projects did not have 

measurable marginal impacts on public 
services in their municipalities. There 
were no discernable public safety and 

general municipal service impacts 
from the developments. 

M I X E D - I N C O M E  H O U S I N G  A N D  T H E  M U N I C I PA L  B O T T O M  L I N E
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the seven towns, the school districts experienced declin-

ing enrollments from 2001 to 2005. The two Cape Cod 

communities, Falmouth and Sandwich, noted that there 

was excess capacity in their classrooms despite the fact that 

educational expenses were increasing overall. Local school 

offi cials were typically unable to isolate the impact on class-

rooms of enrollments from the case study developments. 

 To supplement local data obtained from the inter-

views, the University of Massachusetts Donahue Institute 

chose to analyze statewide patterns in school enrollment, 

staffi ng, and expenditures from readily available data for 

the years 1999 and 2004.2 Our analysis showed that school 

teaching staff levels and overall expenditures increased 

independently of changes in enrollment. From 1999 to 

2004, school enrollments statewide were essentially fl at, 

with 0.2 percent total growth, while the employment of 

full-time equivalent (FTE) teaching staff increased by 

eight percent. Despite very limited growth in enrollment, 

total school expenditures grew by 28.6 percent statewide 

from 1999 to 2004. Between 1999 and 2004, Falmouth 

and Sandwich’s educational expenditures increased 25.6 

percent and 32.8 percent, respectively, despite declines in 

enrollments of 12 and 6 percent. In short, there are clear 

fi scal pressures on municipalities due to educational costs 

but there is no evidence that student enrollment growth 

is the cause of the budgetary problems. 

Per Capita Multiplier Results
The per capita multiplier method produced mixed results, 

with four of the municipalities experiencing a net nega-

tive fi scal impact from their developments and three towns 

experiencing a net positive fi scal impact. Table 2 summa-

rizes the fi scal impact of the developments in FY2005. 

Overall, there was a broad range of fi scal impacts from 

a negative impact of $171,161 in Sandwich to a posi-

tive impact of $187,327 in Peabody. The primary factor 

that determined whether a development had a positive 

or negative impact was the presence and number of stu-

dents. In turn, the number of families with children in the 

developments was affected by size of the housing units. 

A complete presentation of the individual results for each 

development can be found in the full report. In this sec-

tion, the results from a few towns will be highlighted to 

illustrate key fi ndings.

 The Sherwood Forest development in Sandwich and 

the Stoneybrook development in Peabody illustrate the 

impact that the presence of students can have on fi scal 

impacts using the per capita multiplier method. In FY2005, 

Sherwood Forest consisted of 36 single-family homes with 

125 total residents and 40 students enrolled in the Sand-

wich public schools. In FY2005, the homes in Sherwood 

Forest paid an average of $2,369 in property taxes per 

household, while the net per pupil expenditure was $4,586 

and per capita municipal costs were $584. The 40 public 

school students generated a total of $183,437 in educa-

tional expenses against only $85,292 in property taxes. In 

Peabody in FY2005, the Stoneybrook development con-

sisted of 86 condominiums with 129 total residents and 5 

students in the Peabody public schools. In that year, the 86 

housing units paid an average of $2,540 in property taxes 

against per capita municipal expenses of $32 and per pupil 

costs of $5,404.3 The total educational costs generated by 

Stoneybrook were $27,022 compared to total property tax 

revenues of $218,460. The unit mix for the developments 

Table 2.  Fiscal Impact of Mixed-Income Developments in FY05: Per Capita Multiplier Method

Kendall Crescent
Nickey Lane
Fresh Pond Farms
Pine’s Edge
Stoneybrook
Sherwood Forest
Edgemoor Circle
Buckingham Estates

$148,359 
$9,765 

$31,857 
$77,472 

$218,460 
$85,292 
$43,646 
$72,580 

$86,047 
$32,028 
$98,384 
$31,480 
$31,133 

$256,453 
$53,467 

$148,115 

$62,312 
($22,263)
($66,527)

$45,992 
$187,327 

($171,161)
($9,821)

($75,535)

Town Project Total Tax Revenue Total Costs Net revenue (Loss)

Brookline
Falmouth
Falmouth
Northampton
Peabody
Sandwich
Wellesley
Wilmington

Source: UMass Donahue Institute, 2007.

The per capita multiplier 
method produced mixed results, with 

four of the municipalities experiencing a 
net negative fi scal impact from their 

developments and three towns experienc-
ing a net positive fi scal impact.
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was likely to have contributed to the presence or absence 

of families with children. In Sherwood Forest the houses 

all have three bedrooms, while the Stoneybrook develop-

ment consists entirely of two-bedroom units. 

 Another signifi cant factor determining the per capita 

fi scal impact of the developments is the mix of market-rate 

and affordable units. Two of the three communities that 

showed net positive results using the per capita multiplier 

method included developments with ratios of affordable 

to market-rate units below 25 percent. Northampton’s 

Pine’s Edge development included 16 percent affordable 

housing while 14 percent of homes in Brookline’s Kend-

all Crescent development were affordable. The exception, 

as noted above, is Peabody’s Stoneybrook development, 

in which 22 of the development’s 86 housing units are 

permanently affordable. Table 3 illustrates the signifi cant 

contribution that market-rate units can make to the over-

all fi scal impact of a project. In FY 2005, the fi ve afford-

able housing units in Brookline’s Kendall Crescent devel-

opment had a net negative fi scal impact of $6,575. That 

negative balance was more than offset by the $68,886 in 

surplus revenue generated by the development’s 30 mar-

ket-rate condominiums.

Fair Share Method Results
The fair share method produced substantially different 

results than the per capita multiplier method. The same 

set of towns had positive and negative impacts: Brook-

line, Northampton, and Peabody produced positive fi scal 

impacts; Falmouth, Sandwich, Wellesley, and Wilming-

ton produced negative fi scal impacts. However, as Table 

4 illustrates, the range of fi scal impacts generated using 

the fair share method is far narrower than that of the per 

capita multiplier method. In fact, in seven out of eight 

developments the fi scal impact per housing unit ranged 

from a low of a $949 negative impact in Sandwich to a 

high of a $1,010 positive impact in Brookline. The sole 

exception was in Wellesley, where the Edgemoor Circle 

development had an average negative fi scal impact per 

unit of $2,524.

 The consequence of spreading municipal costs evenly 

across taxpayers is to increase the share of expenses for 

some households and decrease it for others. Municipal 

costs increased for households that did not have children 

and, in this method, had to assume a portion of education 

costs. The fi scal impact of homes with children decreased 

because they did not have to carry 100 percent of the cost 

Table 3.  CHAPA-UMDI Fiscal Impact Model: Per Capita Multiplier Method

$43,726 
$38,729 
$4,997 

$42,321 
$33,857 
$8,464 

$86,047 
$72,586 
$13,462 

$148,359 
$141,472 

$6,887 

$62,312 
$68,886 
($6,575)

Brookline – 
Kendall Crescent

Subtotal 
Municipal Costs

Subtotal 
Educational Costs Total Costs

Total Property 
Tax Revenue

Net Revenue 
(Loss)

FY2005 Total Impact
FY05 Market-rate Units
FY05 Affordable Units

Source: UMass Donahue Institute, 2007.

Table 4.  Fair Share Method Fiscal Impact of Case Study Developments, FY05

Kendall Crescent
Nickey Lane
Fresh Pond Farms
Pine’s Edge
Stoneybrook
Sherwood Forest
Edgemoor Circle
Buckingham Estates

$148,359 
$9,765 

$31,857 
$77,472 

$218,460 
$85,292 
$43,646 
$72,580 

$112,997 
$14,596 
$51,085 
$65,255 

$157,814 
$119,457 
$73,931 
$78,404 

$35,362
($4,831)

($19,228)
$12,217
$60,646

($34,165)
($30,285)
($5,824)

Town Project
Total Property
Tax Revenue

Total Development
Costs

Net revenue (Loss)

Brookline
Falmouth
Falmouth
Northampton
Peabody
Sandwich
Wellesley
Wilmington

Source: UMass Donahue Institute, 2007.

Municipal costs increased for 
households that did not have children and, 
in this method, had to assume a portion of 

education costs. The fi scal impact of 
homes with children decreased because they 

did not have to carry 100 percent of the 
cost of educating their children.

M I X E D - I N C O M E  H O U S I N G  A N D  T H E  M U N I C I PA L  B O T T O M  L I N E
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of educating their children. In general, it should be noted 

that in no case did the two methodologies change a nega-

tive fi scal impact into a positive or neutral impact. The 

results are consistent with one another, with the noted 

exception that the fair share method produced results that 

are closer to the manner in which costs are actually distrib-

uted in Massachusetts municipalities. As will be further 

explored in the next section, the fair share methodology 

offers unique insight into the cumulative fi scal impact that 

a development is most likely to produce over time.

 The results of the fair share method are illustrated 

in Tables 5 and 6. The Brick Kiln Road development on 

Nickey Lane in Falmouth produced a net negative fi scal 

impact of $4,830 in FY2005. The homes had an aver-

age negative impact of $805, though the market-rate 

units had a net negative impact of $361 per home and 

two affordable units had an average negative impact of 

$1,693. The Stoneybrook condominiums in Peabody had 

an aggregate positive impact of $60,646 in FY2005 with 

an average surplus per household of $705. As may be 

seen from the tables, in both cases the market-rate homes 

were partially offsetting the negative fi scal impact of the 

affordable housing units. In fact, in four out of the eight 

developments the market-rate homes provided net surplus 

revenues to offset part or all of the negative fi scal impact 

of the affordable housing units.

 In the fair share method, the primary factor that 

determines whether a housing development has a positive 

or negative impact is the value of the market-rate units 

compared to the average price of residential real estate in 

the municipality. If the value of the market-rate units is 

substantially below the average assessed value of homes 

in the community, it is unlikely that those units would 

generate suffi cient surplus revenue to offset the impact of 

the affordable units. The Brick Kiln Road development 

in Falmouth is a good example of a project in which the 

market-rate units were not valuable enough to offset the 

negative impact of the affordable housing units. Other 

project-specifi c factors that affect the fi scal impact of 

developments are the total number of units in the devel-

opment and the ratio of affordable housing to market-

rate units. A relatively high number of market-rate units 

with a net surplus in revenues could offset the impact of 

the affordable housing units. 

 The Kendall Crescent project in the Town of Brook-

line illustrates the importance of all three factors. Kend-

all Crescent consists of 30 market-rate housing units and 

5 affordable housing units. In FY2005, the market-rate 

units paid an average of $4,716 in property taxes, com-

pared to a median residential property tax payment in 

Brookline of $3,744. In FY2005, the affordable hous-

ing units at Kendall Crescent paid an average of $1,377 

in property taxes. Overall, the Kendall Crescent devel-

opment had a positive fi scal impact because the value of 

the market-rate units was high enough — compared to 

the prevailing value of homes in Brookline — to gener-

ate surplus revenues and there was a suffi cient number of 

market-rate units to offset the negative fi scal impact of 

the affordable units. 

 

The Mixed-Income Developments in 
the Context of Their Communities
The fair share method of fi scal impact analysis can help 

municipalities understand the public costs of new con-

struction over time. It can also be used to compare the 

impact of new housing units on existing homeowners in 

the community. In the fair share method, the net cost of 

public services is distributed to each housing unit in the 

community. The fi scal impact of the housing unit is cal-

culated by fi nding the difference between annual property 

taxes paid and municipal costs per housing unit.4 Though 

this study has focused on the fi scal impact of new con-

Table 5.  CHAPA-UMDI Fiscal Impact Model: Fair Share Method

6
4
2

$2,433 
$2,433 
$2,433 

$14,596 
$9,730 
$4,865 

$9,765 
$8,286 
$1,479 

($4,830)
($1,444)
($3,386)

Falmouth - 
Brick Kiln Road

Total
Housing Units

Net Cost
Per Unit Total Costs

Total Property 
Tax Revenue

Net Revenue 
(Loss)

FY2005 Total Impact
FY05 Market-rate Units
FY05 Affordable Units

Source: UMass Donahue Institute, 2007.

Table 6.  CHAPA-UMDI Fiscal Impact Model: Fair Share Method

86
64
22

$1,835 
$1,835 
$1,835 

$157,814 
$117,443 
$40,371 

$218,460 
$186,557 
$31,903 

$60,646 
$69,114 
($8,468)

Peabody - 
Stoneybrook

Total
Housing Units

Net Cost
Per Unit Total Costs

Total Property 
Tax Revenue

Net Revenue 
(Loss)

FY2005 Total Impact
FY05 Market-rate Units
FY05 Affordable Units

Source: UMass Donahue Institute, 2007.
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struction in the seven case communities, in concept all of 

the homes in a community could be analyzed to deter-

mine if they are net contributors to the town’s tax base or 

have a negative fi scal impact. In this section, the UMass 

Donahue Institute seeks to place the mixed-income devel-

opments in this analysis in the context of residential tax-

payers in their communities. 

 We obtained complete lists of all assessed residential 

properties for FY2005 in fi ve of the seven communities. 

The assessor’s data were organized to display the distribu-

tion of property assessments and taxes paid in the munici-

palities. We found the average and median tax payments 

for each community and compared the tax payments to 

the calculation of municipal costs per housing unit. As 

noted in this analysis, the fi scal impact for seven out of the 

eight developments fell within a range from $1,000 below 

the revenue neutral or “break-even” point and $1,000 

above the break-even point. In this analysis, we calculated 

the number of housing units that fell within the range of 

$1,000 below and $1,000 above the municipality’s medi-

an tax payment. 

 In Table 7, the average and median tax payments for 

each municipality are compared to the average tax pay-

ments for the developments. As can be seen, the average 

tax payment for the towns is higher than the median tax 

payment, refl ecting the fact that in every town, highly val-

ued (and taxed) properties skew the average tax payments 

Table 7.  Average Tax Payments for Case Study Developments and Municipalities, FY05

Kendall Crescent
Nickey Lane
Fresh Pond Farms
Pine’s Edge
Stoneybrook
Sherwood Forest
Edgemoor Circle
Buckingham Estates

$4,716 
$2,072 
$1,379 
$2,110 
$2,915 
$2,592 
$5,756 
$3,622 

$1,377 
$740 
$707 

$1,659 
$1,450 
$1,700 
$1,117 
$1,833 

$7,648 
$2,480 
$2,480 
$2,805 
$2,855 
$3,290 
$7,328 
$3,162 

Town Project
Market-rate

Units
Subsidized 

Units
Town Overall

Brookline
Falmouth
Falmouth
Northampton
Peabody
Sandwich
Wellesley
Wilmington

Source: UMass Donahue Institute, 2007.

Total 
Development

$4,239 
$1,628 
$1,180
$2,039 
$2,540 
$2,369 
$3,637
$3,156 

$3,744
$2,006
$2,006

Not Available
$2,588
$3,042
$5,888

Not Available

Town Overall

Median Tax PaymentAverage Tax Payments

Table 8. Distribution of Tax Payments for Single-Family Homes and Condominiums, FY05

$3,228
$2,433
$1,835
$3,318
$6,161

227
11,199

392
4,762
4,245

5.03%
62.97%

4%
58.7%

54.49%

5,038
885
925
420
356

Municipality

Net Municipal 
Costs Per 

Housing Unit

Homes Below 
Costs Per 

Housing Unit

Percent of 
Homes Below Net 
Municipal Costs

Condos Below 
Costs Per 

Housing Unit 

Brookline
Falmouth
Peabody
Sandwich
Wellesley

Source: The Towns’ Assessors Offices, 2006; UMass Donahue Institute, 2007.

59.2%
80.9%

44.84%
90.51%
95.7%

$3,744
$2,006
$2,588
$3,042
$5,888

Median Tax 
Payment for 

Homes and Condos

Percent of Condos 
Below Net 

Municipal Costs

upward. The towns of Brookline and Wellesley have some 

very high-priced homes and, as can be seen, there is a sub-

stantial gap between the average and median taxes paid in 

those towns. In half of the cases, the average taxes paid 

for the market-rate units were close to or higher than the 

median tax payment for the town. Developments that had 

substantially negative fi scal impacts in the previous sec-

tion, such as Fresh Pond Farms in Falmouth or Sherwood 

Forest in Sandwich, show a wide gap between the average 

tax payments of their market-rate units and the median tax 

payment for the town.

 Our analysis of assessor’s records shows that a very high 

percentage of condominiums in the case study towns have 

a negative fi scal impact. Table 8 presents the net municipal 

cost per housing unit calculated for each town in the pre-

vious analysis. The median tax payment for all residential 

properties is shown, along with the number of single-fam-

ily homes and condominiums with tax payments below the 

revenue neutral break-even point for the town. As can be 

seen from the table, the majority of condominiums in four 

out of the fi ve towns have a negative fi scal impact on their 

towns’ municipal budget. In three of the towns, the major-

ity of single-family homes have a negative fi scal impact on 

their town budgets. As should be clear from the table, 

hundreds of market-rate housing units have a similar fi scal 

impact on their communities. The mixed-income develop-

ments in this study are far from unique.
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ing services and facilities, commercial development (and 

resulting tax base), demographic trends, and changes over 

time in the level of state aid. Planning and fi scal impact 

analyses, as demonstrated in this study, can help towns 

understand the mix of policies and incentives as they need 

to balance, over time, the demand for new housing sup-

ply and the sources of revenue necessary to pay for local 

services and investments.
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ENDNOTES

1. This article excerpts fi ndings from the study “Fiscal Impact of 

Mixed-Income Housing Developments on Massachusetts Municipali-

ties,” by the same authors, UMass Donahue Institute, May, 2007.

2. The comparisons of school district enrollments, staffi ng, and expen-

ditures in 1999 and 2004 is based on data published by the Massachu-

setts Department of Education at http://www.mass.gov/doe.

3. The revenue and expenditure fi gures for the City of Peabody in 

FY2005 are from the Department of Revenue Municipal Data Bank 

and from the City of Peabody website. In FY2005, Peabody received 

a total of $119 million in revenue against $115 million in expenses. 

Over 21 percent of Peabody’s revenue comes from state aid and 37.6 

percent of property taxes are paid by commercial and industrial prop-

erty owners. The net result of nonresidential revenue sources is that 

the per capita municipal costs exclusive of school costs are very low.

4. Each housing unit in a multi-unit rental apartment building is 

assumed to contribute a portion of the building’s property taxes as 

well as an equal share of demand for public services.

How a town negotiates the unit-mix of market-rate units in new mixed-income properties may 
have an important infl uence on a project’s long-term fi scal impact.

Conclusions
Three signifi cant conclusions may be drawn from this 

study. First, our fi ndings support the conclusion that 

the mixed-income developments analyzed in this study 

are quite similar in fi scal impact to many if not most of 

their neighbors in their towns. Apart from the contribu-

tion that state aid or commercial and industrial revenue 

makes to a town’s fi scal balance — and that can be very 

signifi cant — it is clear that it is commonplace for some 

residents to cross-subsidize the public expenses of other 

residents through the differences in their respective prop-

erty values. In every community there are highly valu-

able residential properties that, in effect, underwrite the 

municipal costs of their market-rate or affordable home-

owning neighbors. 

 The second conclusion is that condominiums, in 

large measure, do not cover their share of municipal costs 

whether one is speaking of a market-rate or affordable 

housing unit. In Wellesley, for example, the median value 

of a condominium is so far below the average assessed val-

ue of properties in the town that it is virtually impossible 

for a condominium to pay its full share of municipal costs. 

In FY2005, the median value of a single-family home in 

Wellesley was $698,000 compared to a median assessed 

value for condominiums of $519,000. At an assessed 

value of $533,000 per unit, the market-rate condomini-

ums in Edgemoor Circle were above the median value of 

condominiums in the Town of Wellesley. Despite the fact 

that the market-rate units were more valuable than most 

condominiums in Wellesley, the homes still had a nega-

tive fi scal impact of $1,684 per unit. 

 The third conclusion is that hundreds — if not thou-

sands — of taxpayers own homes within a narrow range 

of assessed values above and below the median that func-

tionally balance out each other’s fi scal impacts. Seemingly 

minor differences in market values between housing units 

can result, in the aggregate, in signifi cant net contribu-

tions to a town’s budget. How a town negotiates the unit-

mix of market-rate units in new mixed-income properties 

may have an important infl uence on a project’s long-term 

fi scal impact.

 The policy implication of these conclusions is to 

underscore the importance of municipal planning and 

analysis to development decision making. It is the aggre-

gate impact of all new housing construction over time 

that determines the net fi scal impact of development on 

a community. That impact occurs in the context of exist-
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DO MODEST GAINS SIGNAL PROGRESS AFTER 

MANUFACTURING AND HIGH-TECH SLUMPS?

The Commonwealth’s northeast region comprises 43 cit-

ies and towns, including several of its earliest industrial 

powerhouses and many of its newest high-tech/knowledge 

sector leaders. Bordered on the north by New Hampshire 

and running to the ocean as far south as Marblehead, the 

region is home to three high-tech corridors along Routes 

128, 495 and 3. Eight years ago the following appeared 

in these pages: “The Northeast region combines a strong 

economic engine” with the “relative ease and affordabil-

ity of suburban life [Massachusetts Benchmarks, Spring, 

1999].” Then, the region maintained a concentration of 

high-tech manufacturing jobs well above the state average 

and that paid relatively well. 

 The bigger picture back then was not so optimistic 

and there are danger signs on the horizon today, includ-

ing skyrocketing home foreclosures and the loss of thou-

sands of well-paying jobs. This has forced many families 

in the region to work two and three low-paying jobs to 

make ends meet.

Prospects for the 
Northeast Region

 Especially in the region’s older mill cities where tra-

ditional manufacturing — metalworking, apparel, shoes, 

and textiles — had been a core employer, overall employ-

ment declined severely between 1985 and 1999 and 

has not yet recovered. Modest employment growth has 

occurred mainly in suburban industrial parks, inaccessible 

to people without cars in older mill cities were most work 

had disappeared.

What’s going on right now?
So, where are we in early 2007? Population in the North-

east region grew approximately 1.6 percent since 2000 — 

hardly robust, but better than the Commonwealth’s anemic 

0.8 percent growth over the same period. Like the state, 

the region’s unemployment rate rose as a result of the 2001 

recession. Compared to the state, however, the region’s 

unemployment rose more sharply and has barely recovered 

over the last three years. Massachusetts and the region had 

identical 2.7 percent unemployment rates in 2000; by 2003 

the region’s rate reached 6.4 percent and the state’s 5.8 

percent. In July of 2007 the state rate was 5.2 percent com-

pared to 5.3 percent in the Northeast region. 

 High rates of unemployment and slow recovery from 

the recession demonstrate how dependent the Northeast 

Lowell

Lawrence

Haverhill

NEW HAMPSHIRE

Interstate Highway
Commuter Rail

NORTHEAST REGION

RO B E R T FO R R A N T A N D AN N E CH A L U P K A



18 MassBenchmarks 2007 • volume nine issue two

region was upon the success of fi ckle high-tech industry 

segments. The concentration of those industries along 

Interstates 495, 93 and 95, coupled with the growth of 

outsourcing and high-tech contract manufacturing out-

side of the Commonwealth, made the region particularly 

susceptible to economic suffering after the telecommuni-

cations equipments and software bust. 

 According to Dr. Edward March (a former top execu-

tive at Lucent Technologies in North Andover and now 

affi liated with the University of Massachusetts Lowell’s 

Center for Industrial Competitiveness), past employment 

trends can be likened to “falling off a cliff.” Computers, 

electronics, and telecom equipment supported steady 

employment growth from the early 1980s to about 1999, 

but then contract manufacturing took root in the indus-

try. “Now,” says March, “we are not seeing the thousands 

of jobs that were available. If I am a telecom equipment 

manufacturer, after I build the prototypes I can send the 

volume production off to China.”1 

 In other words, the high-tech bust alone cannot be 

blamed for regional employment decline. Outsourcing 

and contract manufacturing contributed to two of the 

biggest problems facing manufacturing employment in 

the region today: one, that jobs and investment capital 

are fl eeing to locations where returns are expected to be 

greater; and two, that remaining jobs are more concen-

trated in sectors requiring very specifi c skill sets. While 

research and development capabilities have remained 

within the region, mass production is increasingly con-

tracted out to fi rms anywhere in the world capable of 

manufacturing a diverse array of products at lower cost. 

“The barriers to entry into high-tech manufacturing 

operations” says March, “have dramatically reduced,” 

removing the cachet once held by the Northeast region 

and in turn contributing to declining employment levels 

and intensifi ed global competition.2

Whither employment?
After a sharp recession at the start of the new century, the 

region had fewer total jobs in 2006 (405,053) than it did 

in 2001 (425,742), a loss of more than 20,600 jobs. The 

regional unemployment burden has fallen disproportion-

Outsourcing and contract manufacturing contributed to two of the biggest problems 
facing manufacturing employment in the region today: one, that jobs and investment capital 

are fl eeing to locations where returns are expected to be greater; and two, that remaining 
jobs are more concentrated in sectors requiring very specifi c skill sets. 

 In the Northeast, employment loss 
has brought increased homelessness, 

heightened income inequality, and sparked 
a startling rise in home foreclosures. 
As has traditionally been the case in 

the Northeast region, the old mill cities 
have suffered disproportionate economic 

losses while regional wealth remains 
concentrated in the suburbs.

ately upon women (especially single mothers), young peo-

ple, and people without college degrees.3 Manufacturing 

jobs fell to 62,254 in 2006 from 87,559 in 2001, a loss 

of 25,305 jobs. Continued deindustrialization has in turn 

contributed to the loss of employment in related indus-

tries, with thousands of jobs lost in the Professional and 

Business Services sectors over the same period. Long a 

high-tech growth machine, the Northeast region appeared 

to be ‘running on fumes’ as 2006 closed. 

 In the Northeast, employment loss has brought in-

creased homelessness, heightened income inequality, and 

sparked a startling rise in home foreclosures. As has tra-

ditionally been the case in the Northeast region, the old 

mill cities have suffered disproportionate economic losses 

while regional wealth remains concentrated in the sub-

urbs. In December 2006 a website tracking foreclosures 

reported that Lowell had more foreclosed properties than 

all but fi ve of the Commonwealth’s 363 cities and towns. 

While the entire state suffered record high foreclosure 

rates in 2006, the Northeast region’s cities were especially 

hard-hit. Lawrence, Haverhill, and Methuen were not far 

behind Lowell, each posting more foreclosures than 351 

towns. Lowell and Lawrence each reported 2006 foreclo-

sure rates more than double those of 2005.4
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The mini-me solution?
Amidst the negatives there are signs of progress and new 

possibilities for the regional economy. In 2006 life sci-

ences fi rms in the Merrimack River Valley added a modest 

amount of jobs, and tech exports have surged statewide. 

According to one report, foreign sales of semiconduc-

tor manufacturing and testing equipment nearly doubled 

from late 2005 to late 2006.5 This is good news for the 

Northeast region, which despite recent hard times still 

maintains a higher-than-state-average concentration of 

fi rms engaged in the manufacture of computer and elec-

tronic products. 

 Compared to statewide fi gures, the Northeast region 

derives a signifi cant employment and income from such 

high-tech manufacturing, with nearly 6 percent of total 

Essex County employment and 3 percent of Middlesex 

County employment (32,565 jobs in 2004) in this sub-

industry. Though this is a far cry from the late 1980s 

peak, this regional manufacturing specialty may well be 

cause for optimism in coming years. A further glimmer 

of hope can be found in the fact that from 1998 to 2004, 

Essex County manufacturing employment loss and man-

ufacturing’s overall share of employment declined less 

sharply than the national averages. However, late 2006 

cuts to state programs that provide technical assistance 

to small- and medium-size manufacturers could slow this 

very modest recovery.6 

 The Northeast region has recently begun to plan 

further investment in high-tech manufacturing. UMass 

Lowell is engaged in a site selection process to construct 

an $80 - $100 million nanotechnology research center it 

hopes will fuel substantial employment growth up and 

down the Merrimack River Valley. By some estimates the 

center could attract upwards of 10 new manufacturing 

plants to the region and generate 8,000 to 10,000 well-

paying jobs. As the region struggles to recover from past 

high-tech slumps, it appears that nanotechnology could 

be an engine for long-term economic growth. 

 According to the National Science Foundation, prod-

ucts using nanotechnology will rack up global sales of $1 

trillion by 2015, and the Northeast region has the poten-

tial to take a piece of that pie. Lowell offi cials are hopeful 

that the center will be constructed on an available parcel 

of downtown land, spawning numerous service-related 

small businesses. Nanotechnology, best described as the 

science of very small things, is connected with several fi elds 

— including electrical engineering, chemistry, medicine, 

biology and physics — and has numerous product applica-

tions. Thirty countries and twenty-fi ve states have ‘nano’ 

initiatives but UMass Lowell hopes to take the interna-

tional lead in manufacturing new products and improving 

old products using nanotechnology. But before we break 

out the champagne, there are things to consider. 

 • The region’s economic history is characterized by 

  dramatic booms and busts in what were once   

  ‘leading technologies’. Because high-tech indus- 

  tries are susceptible to bigger booms and busts  

  than other industries, too narrow a focus on one  

  industry, as savior — no matter how good it looks 

  —  is risky.

 • The Commonwealth’s budget situation may ham-

   per efforts to fully fund the UMass Lowell research 

   center. With mounting global investment in nano 

   research, the region could quickly lose any 

   competitive advantage.

 • Educated young people continue to leave the 

   region for higher-paying employment elsewhere. 

   A nanotech center alone is not likely to end ‘brain 

   drain’. Among other things, affordable housing, 

   greater access to university science education, and 

   major spending to improve high school science 

   education are required to prepare the region’s 

   young people for whatever nano-jobs are created.

 The Northeast region has recently 
begun to plan further investment in 

high-tech manufacturing.

Are start-ups the answer?
Spin-offs from UMass Lowell research are engaged in sig-

nifi cant new product development in medical and energy 

areas. For example, Konarka Technologies produces 

lightweight, low-cost solar fabric, based on an idea that 

came from university research. The fi rm has secured ven-

ture capital and other funding and currently employs 37 

people. University researchers are also engaged in numer-

ous health-related projects that may fuel further biotech-

nology employment growth. However, this good news is 

tempered by the fact that Boston-area venture capitalists 

continue to place a substantial portion of their bets on 

start-ups outside of the high-tech Northeast region and 

out of the state completely. 

 According to a recent Boston Globe report, area venture 

capitalists spent 62.4 percent of their money outside the 

state in 2003 and nearly 70 percent in 2005. It is cause for 

alarm that Silicon Valley received $1.9 billion in venture 

capital funds in 2005 (32 percent of the total) with New 

England a distant second with $578 million (9 percent of 

the total). Texas, Metro D.C., and L.A./Orange County 

P R O S P E C T S  F O R  T H E  N O R T H E A S T  R E G I O N
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were not far behind. Even near-neighbor Rhode Island has 

set its sights on luring biotech fi rms away from the North-

east region with its mix of biotech tax credits, more afford-

able housing, and ever-growing arts and culture scene.7 

Could a housing crisis slow regional recovery? 

Rising homelessness and foreclosure rates in the North-

east region are indicative of a mismatch between regional 

income levels and regional housing costs. Lack of afford-

able housing is one of the greatest contributors to the 

‘brain drain’ phenomenon plaguing the region and state.8 

A study released in December 2006 by MassInc con-

cluded that from 2000 to 2005 nearly 233,000 people 

(3.6 percent of the population) left the state. The study 

found that “workers with bachelor’s degrees constituted 

the largest group of those leaving Massachusetts.” A siz-

able portion of the people who left the state once lived in 

the Northeast region. 

In 1999 there were almost 508,000 people in the 

region’s workforce; by December 2006 the fi gure was 

just over 495,308. According to Andrew Sum, director of 

Northeastern University’s Center for Labor Market Stud-

ies, “It’s not a good phenomenon for a state that is trying 

to foster faster job growth and meet the labor needs of 

fi rms that are trying to grow here. You’ve got to make sure 

you have suffi cient numbers of workers, and when you lose 

that group, you’re losing part of your competitive advan-

tage.” In other words, the region will not be able to sustain 

growth in high-tech (i.e., profi table) sectors if educated 

and skilled workers are forced out by high housing costs.9

 Ted Semesnyei, economic and community devel-

opment coordinator for the Merrimack Valley Planning 

Commission (MVPC), confi rms Sum’s prognosis: “The 

high cost of housing is increasingly driving young peo-

ple away, making it diffi cult to fi nd qualifi ed workers.”10 

Absent an increase in affordable housing, fi rms interested 

Source: Massachusetts Division of Unemployment Assistance (MA DUA), LAUS series

Labor Force and Employment, Middlesex County

Unemployment Rates: Massachusetts, Essex and Middlesex Counties

Labor Force and Employment, Essex County

Source: MA DUA, LAUS series
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Source: MA DUA, LAUS series
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in expanding in the Merrimack Valley will fi nd it diffi cult 

to recruit workers to move here, while young people with 

science and technology degrees will continue to fl ee this 

harsh housing market for ‘warmer’ climates like North 

Carolina, Georgia, and Arizona. The Northeast region’s 

skilled workforce has long been a draw for high-tech 

employers, who in turn have kept the region’s economy 

afl oat despite the decline of manufacturing. In order to 

ensure that fi nancial capital does not fl ee the region, the 

out-migration of intellectual capital must be slowed.

Final thoughts from the field
In Lawrence, efforts are under way to transform part of the 

historic mill district for mixed-use development. The reno-

vation of the Washington Mills Building, a woolen and cot-

ton textiles factory constructed in 1886, is the centerpiece 

of an effort there funded in part by the Bank of America 

(BOA). The BOA also pledged a minimum of $250,000 

between 2007 and 2011 to two nonprofi ts — Lawrence 

Community Works and Groundwork Lawrence — to pro-

mote the construction of affordable housing. Close to 

$200 million in private investment projects are also under 

way in the city. In Lowell, a task force appointed by the city 

manager is developing an affordable housing plan to ensure 

that working people can afford to live there, while the city 

is moving forward with plans to capitalize on the strong 

growth of several of its ‘creative economy’ measures.

 Haverhill is making it easier for developers to build 

affordable rental units, using the Commonwealth’s new 

40R program, which encourages development near public 

transportation. Nearby, the Merrimack Valley Economic 

Development Council (MVEDC) continues to work with 

the developers of the 157-acre site recently occupied 

by Lucent Technologies to develop what is now called 

Osgood Landing consistent with “smart growth and sus-

tainable development principles.”11 
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 For the MVPC’s Semesnyei, the region’s location 

remains a strength, along with its diversity of urban, sub-

urban, and rural settings and the existing stock of still-

underutilized mill buildings. To boost sustainable growth 

he suggests that the region “increase funding for work-

force retraining and establish stronger links between tradi-

tional high schools, vocational schools, two- and four-year 

colleges, and the business community.”12

 As the region has relied upon high-tech manufacturing 

and services to mitigate the inevitable effects of deindustrial-

ization, it is essential to support those industries. This need 

not take the form of a series of “business-friendly” policy 

concessions that sap social spending, especially in a region 

where income inequality starkly divides urban from subur-

ban municipalities. Continued investment in the region’s 

skill base through K-12 and higher education funding will 

provide high-tech industries with the workforce that they 

need to be competitive in the global market. At the same 

time, continued support for the region’s numerous arts 

and culture efforts is an essential part of a larger effort to 

diversify the regional economy and take full advantage of 

the Northeast’s rich and growing creative economy.

 Finally, while the Northeast region’s excellent colleges 

and universities will continue to turn out graduates with 

strong technical (and other) skills, it is uncertain that young 

people will stay in the region or the state. The region’s 

competitiveness will depend upon its capacity to maintain 

employment in innovative sectors by cultivating its greatest 

asset, a well-educated workforce able to live comfortably in 

the region. High housing costs are forcing talented gradu-

ates to seek employment in states with lower costs of living. 

Nothing would help the region more than greater invest-

ments in training and education along with development 

of more affordable housing. This is essential to ensuring 

sustainable social and economic growth in the future.

ROBERT FORRANT is a professor in the Department of 
Regional Economic and Social Development at the University 
of Massachusetts Lowell.

ANNE CHALUPKA is a graduate student in the Department of 
Regional Economic and Social Development at the University of 
Massachusetts Lowell.
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n the third annual poll conducted by the University 

of Massachusetts Donahue Institute and Citizens’ 

Housing and Planning Association (CHAPA), hous-

ing concerns soared to top the list of issues facing Mas-

sachusetts residents. In the 2006 survey, 66.4 percent of 

respondents were concerned about housing, a response 

that surpassed public education (51.9 percent) and access 

to health care (50.2 percent) by nearly 15 percentage 

points. This high level of concern contrasts with the 2005 

poll in which only 48.4 percent of respondents gave the 

same response. Housing was the fourth most signifi cant 

issue in that poll, behind public education, access to health 

care, and loss of open space.

  It is signifi cant to note that these concerns over housing 

costs surfaced at a time when the economy was improving. 

When the survey was conducted in late 2006, house prices 

AL L I S O N DA L E

A NEW POLL SHOWS MASSACHUSETTS RESIDENTS BOTH INCREASINGLY CONCERNED ABOUT 

HOUSING COSTS AND ALSO OPEN TO CREATION OF PRACTICAL AFFORDABLE HOUSING STRATEGIES 

AIMED AT HELPING TO CALM A TURBULENT HOUSING MARKET.

There’s No Place Like Home:  
Would Affordable Housing Strategies 
Reduce Concern Over High Costs?

E N D N O T E S

were moderating while the economy was growing. The Mas-

sachusetts Association of Realtors announced that median 

home prices decreased slightly from an average of $321,028 

at the end of 2005 to $320,717 at the end of 2006.1  In the 

long run, the decline in home prices was expected to stabi-

lize the housing market by shrinking the historically wide 

gap between income levels and home prices.2  

 In the short run, however, the decline had adverse 

consequences for homeowners who had purchased dur-

ing the height of the market boom. At the time the 2006 

survey was conducted, news accounts credited subprime 

adjustable rate mortgages with causing foreclosures in 

Massachusetts to triple from the end of 2005 to the end of 

2006. The increase in foreclosure rates in Massachusetts 

was among the highest in the nation, second only to Ala-

bama.3 Concerns over this volatility in the housing market, 

I
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which had been previously obscured by good news about 

the economy, became apparent in the responses expressed 

by 2006 poll respondents. 

Affordable housing could reduce concern
Fortunately, the survey also shows that Massachusetts resi-

dents remain open to policy alternatives that can create 

more security and stability in housing costs. One such rem-

edy — newly constructed affordable homes — has received 

consistent support across the three years that this poll has 

been conducted. The support is not unequivocal, howev-

er, and the 2006 poll showed some important lessons for 

policy makers interested in developing practical affordable 

housing initiatives.

 When asked if they would support building more 

affordable housing in their neighborhood, 64.8 percent 

of the survey respondents replied favorably. In the 2005 

poll, 68.4 percent expressed support for affordable hous-

ing, while 76.6 expressed support in 2004. As in previous 

polls, the support for affordable housing in the 2006 poll 

was tempered by a concern for its impact on the surround-

ing community:

 • Respondents were not particularly concerned 

    with the stereotypical arguments that affordable 

    housing would increase crime (38.1 percent 

     agreed), change the character of the town 

     (41.2 percent agreed), or look unattractive 

          (29 percent agreed).

 • However, 50.9 percent of respondents indicated  

     that they feared affordable housing would lower  

     property values.

 • 55.4 percent believed affordable housing would 

     increase the cost of schools because of an increase  

     in school enrollment. 

 • Finally, respondents were split on whether or not  

     development of affordable housing should focus  

     on urban areas, even if it meant reducing 

     programs in rural areas (51.7 percent agreed and  

     48.3 disagreed).

 In spite of these concerns, a majority of respondents 

(63.4 percent) supported doubling the state spending 

on affordable housing programs. Additionally, an over-

whelming 80.3 percent believed that the state govern-

ment should require cities and towns to plan regionally 

for growth development. 

 This survey demonstrates that Massachusetts resi-

dents support smart growth and affordable housing 

development, balanced between urban and rural centers. 

In order for affordable housing initiatives to be successful, 

however, policy makers will need to address concerns that 

these programs will reduce existing property values and 

increase school costs. 

 A new study by the University of Massachusetts Dona-

hue Institute shows that affordable housing developments 

often do not increase marginal costs to town budgets. Fur-

ther, the study encourages affordable housing advocates 

to balance subsidized developments with commercial or 

other high-end developments.4 Reframing the housing 

debate toward an integrated view of town budgeting may 

allow for the creation of affordable housing initiatives that 

fi t the needs of Massachusetts residents while also alleviat-

ing concerns over high housing costs.

Methodology
The UMass Donahue Institute/CHAPA Housing Poll 

explores the housing needs of Massachusetts residents, 

as well as the views of residents on housing policies and 

programs at the state and local level. The poll, which sur-

veyed the views of 515 residents statewide and 401 resi-

dents of Cape Cod, was conducted from late November 

to mid-December 2006. Respondents were interviewed 

by telephone through a standard process of random-digit 

dialing. The margin of error was plus or minus 4.4 percent 

for the statewide sample and plus or minus 4.9 percent for 

the Cape Cod sample. 

 The full 2006 UMass Donahue Institute/CHAPA 

Housing Poll Report is available to be downloaded at: 

www.massbenchmarks.org. 

ALLISON DALE is a former graduate assistant at the UMass 
Donahue Institute and is currently pursuing a Ph.D. at the 
University of Michigan.
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