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Preface

The Greater Boston Housing Report Card 2002 is the result of collaboration between the
Center for Urban and Regional Policy (CURP) at Northeastern University, the Citizens
Housing and Planning Association (CHAPA), and The Boston Foundation. The Report
Card was developed in order to provide a clear and objective assessment of the progress
Greater Boston is making toward providing housing opportunities for al of its citizens.
The intent was to be as impartial and descriptive as possible, not prescriptive.

Most of the report covers 161 cities and towns in the Massachusetts portion of the
Boston, Brockton, Lawrence, and Lowell Metropolitan Statistical Areas (MSAS).* (see
Appendix 1) One section, however, is devoted exclusively to the Boston MSA
(comprising 127 of the 161 municipalities) in order to assess how well this region is
doing a meeting the goa of producing 36,000 new housing units—well over projected
levels—established in CURP’'s 2000 report, A New Paradigm for Housing in Greater
Boston prepared for the Boston Archdiocese and the Greater Boston Chamber of
Commerce. In addition to reporting on housing production, this Report Card aso
examines trends in housing prices and rents, the preservation of affordable housing, and
Massachusetts funding levels for subsidized housing.

The report has three major sections. The Executive Summary provides a brief summary
of the key points in the report. The second section contains the report itself with
information on long term demographic trends, home sales and rents, changes in housing
supply, affordable housing development, and public spending for housing. The final
section contains a series of appendices providing data for al 161 cities and towns covered
in the report.

Our hope is that with the facts in hand, all of the stakeholders in the Commonwealth will
understand what progress has been made toward providing housing for all citizens and
what challenges still exist.

Barry Bluestone
Ryan Allen

Bonnie Heudorfer
Gretchen Weismann

October 2002

! The authors of this report believe that these 161 cities and towns are a reasonable approximation of
Greater Boston.
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Executive Summary

This report provides basic facts and figures on housing prices and rents, and housing
production in the Greater Boston region since 1999. These data have been analyzed
against historical trends and the goals originally set in the September 2000 report, A New
Paradigm for Housing in Greater Boston.

Key Findings
Household Growth vs. New Housing

The number of households in the Greater Boston region increased faster than the
production of new housing. The result was a sharp decline in both renta and owner-
occupied housing vacancies.

» During the decade of the 1990s, the number of households increased by 129,265
while the number of housing units increased by only 91,567.

> As a result, the average vacancy rate among owner-occupied housing units
declined to 0.6% from 1.7%—well below what is considered a “normal” 2% rate.

» The average vacancy rate among rental units declined from 6.7% to 2.7%—well
below what is considered a “normal” 6% rate.

» Most of the decline in vacancy rates occurred after 1995, following the 1991-92
recession.

Rents, Home Prices, and Housing Affordability

In response to the imbalance between household growth and new housing
production, rents and home prices rose sharply in the Greater Boston region over
the past three years, further reducing housing affordability.

» The median rent paid by existing renters in the Boston MSA increased from $744
in 1995 to $1,035 in 2000, an increase of 39%—or an average of 6.8% per year.
The median rent has softened dightly from a high of $1,076 in 1999.

> By 2001, the median advertised rent for a 2-bedroom apartment for new rentersin
the City of Boston was $1,700. In 12 of the 19 towns and cities surrounding
Boston, advertised rents increased by over 30% between 1998 and 2001. Rentsin
some of the traditionally affordable towns and cities surrounding Boston
increased by as much as 64% over this 3-year period.

» Households earning the median income of renters can afford to pay the median
advertised rent for a 2-bedroom apartment in only 2 out of 20 towns and cities in
the heart of Greater Boston.



» For the 161 cities and towns in the Greater Boston region as a whole, the
estimated median sales price of a single-family home in 1998 was $198,500. By
2001, the median sales price had jumped to $298,350—an increase of 50.3% over
the 3-year period.

» By 2001, households earning the median income in their city or town could not
afford the median priced single-family house in 112 of 161 towns and cities in the
region.

New Housing Production

Vacancy rates declined and rents and pricesrose dramatically because new housing
construction met only 53% of projected demand.

» According to the New Paradigm for Housing in Greater Boston report released in
September 2000, an annual increase of 15,660 additiona units of housing would
be needed in the Boston MSA aone in order to meet housing needs and moderate
the growth in rents and home prices.

» From 2000 through 2002, total net new production has averaged only 8,300
housing units per year.

> All three segments of the housing market identified in the New Paradigm report—
market rate, subsidized, and student housing—fell short of the projected need.

Market rate production only reached about 2/3 of the New Paradigm report
goal.

The number of units of subsidized housing has increased from an average
annual production of 1,300 between 1995 and 1999 to 1,450 per year since
then, but it is not sufficient to satisfy demand.

The number of dorm units has increased sharply from 256 in 1999 to an
average of nearly 500 annually since then, but again below the report’s goals.

» Since 1997 there has been a slowdown in the production of single-family homes
while there has been a corresponding increase in multi-family housing, most of
which is rental. The number of multi-family housing units permitted has increased
from 973 in 1997 to 2,722 in 2001.

» Production of subsidized affordable housing across the 161 cities and towns of
Greater Boston has increased moderately since 1999. In 1999, 1,160 units of
subsidized housing were produced. The average annual production between 2000
and 2002 was 1,850.

» Twelve communities out of the region’s 161 have achieved the 10% threshold for
affordable housing, up from 8 in 1990. These 12 communities—mostly cities—



contain 1/3 of the region's housing supply but account for 60% of the total
assisted inventory. The City of Boston’s 49,000 plus subsidized units represent
one-third of the region’stotal. In 1990, 13 communities in Greater Boston had no
publicly assisted housing; now only 1 community has none.

Public Spending on Housing

While there has been a modest increase in total state and federal funds for housing in the
Commonwedth since 1995, the amount now being spent by the public sector is
substantially less than the real spending levels of the 1980s.

» 1n 2001, combined state/federal spending on all types of housing assistance in the
Commonwealth was $546 million (in inflation-adjusted $).

» State spending on housing programs as a percentage of the total state budget has
declined from 2.9% in 1989 to 0.7% in 2001.

» Today, state funds are supporting only 45% of the total state/federal commitment
to housing, down from 68% in 1990.

Conclusions

Despite the cal for a concerted effort to increase housing production in the New
Paradigm for Housing in Greater Boston report, overal production has lagged
substantially behind demand, leading to even higher housing prices and rents throughout
the region. While rents softened moderately in 2002 as a result of a slowdown in the
economy, median housing prices in virtually all communities have increased sharply
since 1999. Given that housing prices seem to be rising at an even faster rate in lower
income communities, a housing crisis continues for many low, moderate, and even
middle- income households.

This time around, we have not issued grades for the region as a whole nor for individual
communities or segments of the housing market. These will be forthcoming in upcoming
annual reports.

It is also clear that we need more precise and consistent data reporting from communities
and from state and local funding agencies in order to provide the housing information
needed to measure performance and gauge the challenges before us.



. I ntroduction

Two years ago, in September 2000, the Center for Urban and Regional Policy (CURP) at
Northeastern University released A New Paradigm for Housing in Greater Boston. The
report was developed in partnership with the Roman Catholic Archdiocese of Boston, the
Greater Boston Chamber of Commerce, FleetBoston Financial, The Community Builders,
Inc., and Housing Partners, Inc. The report analyzed trends in housing prices and rents,
identified the key economic, social, and political barriers to increased housing production
and affordability; and offered more than 30 recommendations for overcoming these
barriers. Faced with a limited supply of existing housing, extremely low vacancy rates,
and a decade of inadequate housing production, the New Paradigm report concluded that
in the next 5 years an additional 36,000 housing units would need to be constructed in the
Boston Metropolitan Statistical Area (MSA)—well over existing production levels—in
order to help moderate future price and rent increases. That report was a clarion call for
action in order to assure decent housing at affordable prices for al Greater Boston
households.

This report is the first assessment of the progress that has been made in meeting the goals
outlined in the New Paradigm report. It looks not only at the 127 cities and towns in the
Boston MSA, but also in the Greater Boston metropolitan region of 161 municipalitiesin
the combined MSAs of Boston, Brockton, Lawrence, and Lowell.

Members of the New Paradigm Coordinating Committee—a group of housing experts,
developers, and community leaders who had advised CURP during the production of the
2000 New Paradigm report—first broached the idea for an annual Housing Report Card.?
The Coordinating Committee pointed out that while governmental agencies, non-profit
organizations, and professional real estate associations maintain statistics about their own
housing production and preservation programs, there is no central entity that collects this
information for the purpose of assessing progress in meeting regional housing goals.
Hence, this new Greater Boston Housing Report Card was developed in order to
consolidate information from dozens of statistical sources covering the 161 cities and
towns in Greater Boston, and to highlight those areas that are meeting the region’s
housing needs, as well as those areas that need improvement. Reliable, complete data on
housing prices and rents and on housing production is by no means easy to assemble. It
took the Housing Report Card staff months of research to collect and ascertain the
validity of the housing data reported here.

2 Other states and regions have also begun to implement regional and local housing strategies accompanied
by a methodology to measure the success of their work. In August 2002 the Non-Profit Housing
Corporation of Northern California released its own Housing Report Card that examines affordable
housing development—including numbers of new housing units produced relative to need, zoning and
regulatory strategies, and use of local incentives—and provides 40 cities and counties with a “grade” from
honors to passing. In 2003 Portland, Oregon's Metro Council is scheduled to assess the recommended
affordable housing strategy adopted in 2000, including local and regional efforts to meet housing
benchmarks.



Specificaly, the Housing Report Card serves the following purposes:
To review long-term trends that affect current and projected housing needs

To report on changes in housing prices and rents in the region before and since
the New Paradigm report was published

To review the New Paradigm’ s 5- year housing goals for Greater Boston set out in
September 2000

To collect, consolidate, and present housing data from various federal, state, local,
and private sources that can be used to assess production levels

To report on what role private developers, nonprofit organizations, and
universities and colleges have played in meeting the region’s housing needs

To measure progress in key areas of housing development, including production
and rehabilitation, and present these in an easily understandable format

To review public spending on housing initiatives

This report does not attempt to take any position on housing policy. Its purpose is simply
to make available to the public the most reliable data about the current housing situation
in Greater Boston. We hope it will stimulate more discussion and dialogue about various
approaches to meeting the region’s housing needs.



II. Long Term Trends

Census data from 1990 and 2000 provide a picture of the overall demographic and
housing trends in the 161 cities and towns analyzed in the Housing Report Card. These
trends help explain the recent changes in housing prices and rents in the Greater Boston
region. (See Appendix 2 for Census detail)

The key characteristics of the region examined in this section are:

Population

Employment

Household Income

Number and type of housing units provided
Vacancy Rates

Population, Employment, and Household Income

The picture of the Greater Boston area suggested by the table and chart below reveal s that
between 1990 and 2000 there was an 8.7% increase in the number of households—
although only a 6% increase in the size of the population. (See Table 2.1 and Figure 2.1)
Thus, average household size has continued to decline following a long-term trend.
Between 1990 and 2000, household size declined from an average of 2.69 persons per
household to 2.62. As a result, housing demand is increasing faster than population
growth. Employment is also increasing faster than population growth—rising by 9.3%
during the decade—reflecting the more rapid growth in the working age population
relative to children and senior citizens and a decline n unemployment. This helps to
explain why the number of households grew at a faster pace than the population.

Table 2.1

Demographic and Economic Trends in Greater Boston — 1990-2000

1990 2000 1990-2000 Change % Change
Population 3,968,052 4,206,809 238,757 6.0%
Households 1,477,519 1,606,784 129,265 8.7%
Employment 2,084,561 2,277,448 192,887 9.3%
Median Household $41,251 $57,540 $16,289 39.5%
Income

Source: 1990 and 2000 U.S. Census Summary File 3
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Figure 2.1

Demographic and Economic Trends in Greater Boston — 1990-2000
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Over the decade, the average median household income in nominal terms across the 161
cities and towns in the region increased from $41,251 to $57,540 or 39.5%. In 2000, the
City of Lawrence had the lowest median income at just under $28,000. The Town of
Weston was the highest at $154,000. The 2 small towns of Middleton and Upton boasted
the Iarg&st increase in household income with increases of more than 70% over the
decade’. Revere and Chelsea had among the lowest with no more than 21% income
growth. In general, the higher the 1990 income in a municipality, the larger the
percentage increase in income over the decade. (See Figure 2.2)

3 The Town of Harvard recorded an increase of 128% during the decade. However, this reflected the
closing of Ft. Devens and the loss of 2/3 of the popul ation.
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Figure 2.2

Percentage Growth in Household Income (1990-2000) vs. Level of Household Income in 1990
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Source: 1990 and 2000 U.S. Census Summary File 3

Housing Production vs. Household Growth

The increase in the number of net new housing units fell well short of the increase in the
number of households. Between 1990 and 2000 there was a 5.9% increase in total
housing units available against the 8.7% increase in the number of households. (See
Table 2.2) In total, there were 129,265 more households in the region, but only 91,567
more units of new housing. The difference was made up by a sharp decline in vacancies
in both owner-occupied and renter-occupied units. The increase in owner-occupied
housing units far outweighed the increase in rental units over this period—13.4% to
2.6%.

With the 1991-1992 recession, housing supply generaly kept up with housing demand in
the first half of the decade. But beginning in 1995, demand picked up sharply while

supply lagged behind. As a result, most of the drop in vacancy rates occurred in the
second half of the decade.
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Table 2.2

Greater Boston Metropolitan Area— Census Data— 1990 to 2000

1990 2000 1990-2000 Change % Change

Population 3,968,052 4,206,809 238,757 6.0%
Households 1,477,519 1,606,784 129,265 8.7%
Total Year-Round 1,558,369 1,649,936 91,561 5.9%
Housing Units

Available

Owner-Occupied 855,688 970,612 114,924 13.4%
Rental-Occupied 620,149 636,172 16,023 2.6%

Source: 1990 and 2000 U.S. Census Summary File 3

Vacancy Rates

Due to the reduction in vacancies, it was possible to house more than 129,000 new
households in the region between 1990 and 2000 despite a net production of less than
92,000 new units.

Owner-Occupied Housing: In 1990, the average vacancy rate for owner-occupied
housing across the 161 cities and towns of Greater Boston was 1.7%. By 2000, the
vacancy rate had fallen to 0.6%, a decline of 61%. It ranged from a low of 0.1% in
Medway and Rowley to a high of only 1.4% in Wareham. Of al 161 cities and towns,
only 13 had owner-occupied vacancy rates at or above 1.0 percent in 2000. Back in 1990,
126 cities and towns had owner-occupied vacancy rates at least at 1.0%. A “norma”
vacancy rate for owner-occupied housing is considered to be in the 2% range. Hence, in
2000, every town and city in the entire Greater Boston metro area had a \acancy rate
below “normal.” (See Table 2.3 for the change in owner-occupied vacancy rates in select
towns and cities)

Table 2.3

Owner-Occupied Vacancy Rates — Selected Towns and Cities

City/Town 1990 2000 Percent Change
Boston 2.6 1.0 -62%
Chelsea 45 11 -79%
Cambridge 2.9 0.9 -69%
Everett 1.7 0.5 -71%
Framingham 11 0.2 -82%
Foxborough 1.6 0.3 -82%
Haverill 1.9 0.5 -73%
Marlborough 2.2 0.5 -717%
Natick 15 0.4 -73%
Taunton 2.6 0.6 -717%
Wareham 34 1.4 -59%

Source: 1990 and 2000 U.S. Census Summary File 1
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Rental Housing: In 1990, the average vacancy rate for rental units for the entire Greater
Boston region was 6.7%. By 2000, the rental vacancy rate had fallen to 2.7%, a decline of
55%. It ranged from a low of 0.6% in Lincoln to a high of 7.8% in Bolton.* Slightly less
than 1/3 of all 161 cities and towns had rental vacancy rates at 3.0 or above in 2000. In
contrast, 140 cities and towns had had rental vacancy rates at 3.0 or above back in 1990.
(See Table 2.4 for the change in rental housing vacancy rates in a select towns and cities)

A “normal” rental unit vacancy rate is considered to be 6%. In 1990, 59 towns and cities
in the Greater Boston region had vacancy rates at this level or higher. In 2000, there were
5.

Table 2.4

Rental Unit Vacancy Rates — Selected Towns and Cities

City/Town 1990 2000 Percent Change
Boston 7.8 3.0 -62%
Chelsea 8.0 1.6 -82%
Cambridge 3.1 2.6 -17%
Everett 5.7 2.2 -61%
Framingham 6.3 17 -73%
Foxborough 5.0 2.8 -44%
Haverill 11.8 31 -714%
Marlborough 9.1 24 -714%
Natick 8.1 2.6 -68%
Taunton 8.1 4.7 -42%
Wareham 10.8 4.5 -58%

Source: 1990 and 2000 U.S. Census Summary File 1

* The town of Salisbury had a reported rental vacancy rate of 24% in 2000, but this apparently reflects the
higher vacancies associated with seasonal properties.
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[11. Rentsand Home Sales

Housing rents and prices continued to rise rapidly in Greater Boston between 1998 and
2001 despite the softening of the region’'s economy. This has resulted in a continued
affordability problem for the region as awhole.

Rents
Data Sources- Rents

Two different sources of data were used to ascertain the trend in housing rents in the
Greater Boston region.®

(@D} Average rents for the Boston Metropolitan Statistical Area (Boston MSA)
compiled by the Ingtitute of Real Estate Management (IREM). These data
are based on a landlord survey of large, small, and garden-style apartment
buildings and reflect the rents paid by al tenants, including any rent
subsidies received by the landlords (such as the Section 8 housing voucher
program).®

2 Median advertised rents for 2-bedroom apartments in Boston and
surrounding communities compiled by the City of Boston's Department of
Neighborhood Development from the Boston Globe's Sunday real estate
section. Since landlords often raise rents to market levels when units turn
over, these estimates are normally higher than the IREM estimates.

Both of these series are relevant for a particular issue or group of renters. From the point
of view of the full rental price, the IREM statistics are more relevant. For those looking to
rent in the Boston MSA, the advertised rents are generally more relevant.

° HUD’s Fair Market Rent (FMR) dataset is another source of information for trends in rents. FMR data for
the Boston MSA show similar trends as indicated by IREM and advertised rent data. However, FMR data
are not used in this report because the sample of renters used to determine FMRs contains a substantial
portion of subsidized renters that distorts the data. Also HUD FMRs often lag market trends by a year or
more.

® The IREM survey results report rents by square foot of rentable floor area for apartments in 4 types of
buildings: high-rise elevator buildings, low-rise buildings with fewer than 25 units, low-rise buildings with
25 units or more, and garden-style apartment buildings. Using a weighted average for the square foot rent
and a weighted average of the square footage of an apartment in the sample, we produced average rents for
apartments in each year of the sample. Rent data do not include utilities paid by tenants.
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Rent I ncrease Estimates

IREM Estimates

The IREM data for the Boston MSA indicate that average rents (including subsidies) rose
dightly between 1993 and 1994 from $781 to $809 per month before dipping to $744 in
the following year. Beginning in 1995, rents increased steadily until 1999 before falling
slightly in 2000 to $1,035. Overall, this represents an increase of 39% or an average of
6.8% per year between 1995 and 2000. (See Figure 3.1)

These rent estimates adjust for the average size of units in each year. As Figure 3.1 dso
indicates, rent per square foot rose even faster than average apartment unit rents and
continued to climb through 2000. Over the entire Syear period (1995-2000), rent per
square foot rose by 54% or an average of 9% per year.

Figure 3.1

Monthly Rents and Monthly Rents Per Square Foot for the Boston MSA
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Note: Based on a weighted average of rents for apartments in elevator, low-rise, and garden-style
apartment buildings.

Source: Institute of Real Estate Management Data, 1993-2000

Advertised Rents (Boston Globe)
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The data compiled by the Department of Neighborhood Development’s survey from The
Boston Globe of advertised rents for 2-bedroom apartments in the City of Boston and 19
surrounding communities suggest significantly higher median rents than the IREM data
indicate. By 2001, the median advertised rent in the City of Boston was $1,700, up from
$1,500 in 1998. In just 3 years, the median had increased by over 13%.” In other towns
and cities in the region, the increases were much greater, ranging from 23% (Chelsea) to
67% (Winchester). In 12 of these 19 communities, advertised rents increased by more

than 30% in the span of just 3 years. (See Table 3.1)
Table 3.1

Advertised Rents for 2-Bedroom Apartments in Boston-Area Cities and Towns

% Change 1998-
City/Town 1998 1999 2000 2001 2001
\Winchester $1,050 $1,300 $1,350 $1,750 67%
Revere $788 $950 $1,250 $1,288 63%)
Everett $775 $863 $1,000 $1,200 55%)
Medford $950  $1,100 $1,200 $1,400 47%)
Melrose $950 $1,200 $1,250 $1,400 47%
Malden $850 $1,000 $1,200 $1,250 47%
Quincy $850] $1,100 $1,350 $1,250 47%)
\Waltham $975  $1,100 $1,250 $1,350 38%)
\Winthrop $900 $950 N/A $1,228 36%
IArlington $1,100 $1,250 $1,400 $1,500 36%
Somerville $1,050 $1,200 $1,300 $1,400 33%
Belmont $1,225|  $1,350 $1,500 $1,600 31%)|
Brookline $1,400 $1,550 $1,650 $1,800 29%
Dedham $1,000 $1,200 $1,200 $1,275 28%)
Lexington $1,300 $1,400 N/A $1,648 27%
Cambridge $1,400 $1,475 $1,688 $1,750 25%
\Watertown $1,200] $1,250 $1,400 $1,500 25%)|
Newton $1,300  $1,400 $1,500 $1,600 23%)
Chelsea $1,100, $1,050 N/A $1,350 23%
Boston $1,500 $1,550 $1,600 $1,700 13%
Source: Sunday edition of The Boston Globe, the Department of Neighborhood Development, City of
Boston

Thus, while the rents received by landlords from existing tenants (including subsidies)
increased by an average of 39% between 1995 and 2000, advertised rents—those
demanded of new tenants—increased by as much as 67% in the 3 years ending in 2001,
depending on the city or town within the Boston MSA.

" The City of Boston's Department of Neighborhood Development (DND) completes this annual survey
and reports the results in the Annual Report of its publication Real Estate Trends Rents do not include
utilities or parking fees.
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Advertised rents went up particularly sharply in some towns and cities once known for
relatively modest rents, increasing by 65% in Revere, 55% in Everett, and 47% in
Quincy. As a result, the rent differential between these cities and historically more
expensive cities and towns like Belmont, Brookline, and Lexington has begun to close.

Rental Affordability

The ability of households to afford to pay existing rents is critically dependent on the
level of household income. Therefore, it is appropriate to compare the level and trends in
rent with median household income and its trend. According to HUD, housing is
considered “not affordable” when rent or mortgage payments exceed 30% of the renter or
owner’s household income.

According to the 2000 Census, 39% of Boston MSA renters were paying 30% or more of
their household income in gross rent. For a detailed view of affordability for renters in
the cities and towns in Greater Boston, see Appendix 3 But, comparing the typical
IREM rent for the entire Boston MSA ($1,035) to the median annual income of rentersin
specific Boston area cities and towns indicates that the share of rent paid by renters can
differ substantially among municipalities. In poorer communities, including Chelsea and
Revere, where estimated median household incomes among renters were less than
$28,000 in 2000, the typica renter household would have to pay more than 45% of its
household income for a typica Boston MSA renta unit. In 8 of the 19 Boston area
communities, the typical IREM rent across the region exceeds 30% of median renter
household income.® (See Table 3.2)

8 This figure is based on the total number of renter households for which gross rent as a percentage of
household income was conputed.

® This statement does not suggest that the median income renter household in Chelsea or Revere currently
pays 45% or more of their income in rent. While there are no IREM data for individual towns and cities, it
is likely that the typical rent in poorer communities is lower than the IREM average for the entire Boston
MSA. Still, it is likely that many households in poorer communities are paying more than 30% of their
annual incomesin rent.
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Table 3.2

Boston MSA IREM Rent ($1,035) vs. Median Renter Household Income for Boston-Area Cities and

Towns in 2000

Percent of
Renter
1999 Median Est. 2000 Income
Renter Median Renter required for
Income (2000 Income (1999 Median Priced

City/Town Census) values x 5.0%) Apartment
Chelsea $ 24,857 $ 26,100 48%
Revere $ 26,566 $27,894 45%
Boston $ 30,609 $32,139 39%
Everett $ 32,528 $ 34,154 36%
Malden $ 34,968 $ 36,716 34%
Quincy $ 37,301 $ 39,166 32%
Dedham $ 37,889 $ 39,783 31%
Cambridge $ 38,048 $ 39,950 31%
Medford $ 38,912 $ 40,858 30%
Melrose $ 39,401 $41,371 30%
Winthrop $ 41,560 $ 43,638 28%
Somerville $42,251 $ 44,364 28%
Waltham $ 42,607 $ 44,737 28%
Arlington $46,001 $48,301 26%
Brookline $ 49,375 $51,844 24%
Winchester $51,607 $ 54,187 23%
Newton $ 54,535 $57,262 22%
Watertown $ 55,271 $ 58,035 21%
Lexington $ 58,276 $61,190 20%
Belmont $ 60,096 $63,101 20%

Source: Institute of Real Estate Management and U.S. Census, P-60 Series

Moreover, the trend in rents suggests a decline in affordability for many households.
Median renter household income in the Boston MSA increased from an estimated
$24,514 to $36,771 between 1995 and 2000—an increase of 25%.° Compared to IREM
data reported by landlords (+39%), rents in the region rose substantialy faster han
income, even taking into account the apparent dip in rents in 2000. On a square foot
basis, rents rose more than twice as fast as median income (54% vs. 25%). (See Figure
3.2)

10" Median household income in the Boston Metropolitan Statistical Area (MSA) was calculated for various
years by applying the growth rate in nominal household income for all “Inside Metro” regions of the U.S.
for 1995 through 2000 to the Census estimate of median renter-occupied household income for the Boston
MSA for the year 1999. This assumes that nominal median household income in Boston rose at about the
same rate as median household income in al U.S. metro areas. According to the Census, in 1999 median
household income for all households in the Boston MSA was $54,881. It was $71,848 for owner-occupied
households; $35,020 for renter-occupied households. See Census Summary File 3 (SF3).
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It is important to note that many of the region’s renters living in subsidized housing or
receiving subsidies or vouchers are generally limited to spending 30% of their income on
housing. In the City of Boston, for example, nearly 48,000 renter households —
approximately 30% of the City’s renters — live in subsidized housing (excluding renters
who use vouchers).

Figure 3.2

Increases in Rent and Median Household Income, Indexed 1995 = 1.0
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Finally, comparing annualized advertised rents to the median incomes of renters in
Boston area cities and towns indicates that many current residents would not be able to
afford rental unitsin their own municipalities if they were in the market now. In al but 2
of 19 Boston area cities and towns, a household earning the median renter income would
have to pay more than 30% of its income to move into the typically advertised 2-bedroom
unit in their municipality. In the City of Boston, the median advertised rent for a 2
bedroom apartment in 2001 would claim 60% of the household income of the median
renter in the city. In Chelsea, Revere, and Cambridge, rent would claim at least half of
median renter income. In al but Watertown and Belmont, it would claim more than 30%.
(See Table 3.3)

Table 3.3
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Advertised Rents Vs. Median Renter Household Income (2001 Estimate)

Percent of
Renter
Income
1999 Median required to
2001 Renter Est. 2001 Median pay for
2001 Monthly Annualized Income Renter Income median
Advertised Advertised (2000 (1999 values x Advertised
City/Town Rent Rent Census) 10.25%) Rent
Boston $1,700 $20,400 $30,609 $33,746 60%
Chelsea $1,350 $16,200 $24,857 $27,405 59%
Revere $1,288 $15,456 $26,566 $29,289 53%
Cambridge $1,750 $21,000 $38,048 $41,948 50%
Everett $1,200 $14,400 $32,528 $35,862 40%
Brookline $1,800 $21,600 $49,375 $54,436 40%
Medford $1,400 $16,800 $38,912 $42,900 39%
Malden $1,250 $15,000 $34,968 $38,552 39%
Melrose $1,400 $16,800 $39,401 $43,440 39%
Winchester $1,750 $21,000 $51,607 $56,897 37%
Dedham $1,275 $15,300 $37,889 $41,773 37%
Quincy $1,250 $15,000 $37,301 $41,124 36%
Somerville $1,400 $16,800 $42,251 $46,582 36%
Arlington $1,500 $18,000 $46,001 $50,716 35%
Waltham $1,350 $16,200 $42,607 $46,974 34%
Winthrop $1,228 $14,736 $41,560 $45,820 32%
Newton $1,600 $19,200 $54,535 $60,125 32%
Lexington $1,648 $19,776 $58,276 $64,249 31%
Watertown $1,500 $18,000 $55,271 $60,936 30%
Belmont $1,600 $19,200 $60,096 $66,256 29%

Source: Sunday edition of The Boston Globe, Department of Neighborhood Development, City of Boston,
and U.S. Census, P-60 Series.

House Prices

Data Sources— Housing Prices

A single source of data was used to determine the trend in housing prices in the Greater
Boston region: Median Home Prices for single-family homes for the cities and towns in
the Greater Boston region. The Warren Group, the parent organization to Banker and
Tradesman, compiles these data for every city and town in Massachusetts based on loca
assessor records and sales data for all home sales over $100. For the purposes of this
report, data for all 161 cities and towns that comprise Greater Boston were used to
analyze the trend in housing prices. A 2000 Census household weighted estimate of these
municipalities was calculated to provide an “average” median selling price for homes in
the entire Greater Boston region.
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Price Increase Estimates

Home prices in Greater Boston decreased dlightly over the first half of the 1990s, but
increased rapidly after 1995 and especially after 1998. For the region as a whole, the
estimated median sdlling price for asingle-family home in 1998 was $198,500. By 2001,
the median selling price had jumped to $298,350—an increase of 50.3% over the three-
year period. This represents a 14.5% increase per year since 1998. Prices continued to
escalate in the first haf o 2002 in many communities. For example, in Taunton, the
median sales price of a single family home rose by 13% to $201,900 in 2002 from
$178,250 in 2001; in Holbrook, prices were up by 19%; while in Concord, they were up
by 2% over the 2001 median sales price of $594,500. There appears to be some softening
of prices, but only at the high end of the market.

Median sales prices in 2001 across Greater Boston cities and towns ranged from
$145,000 in Wareham and $149,900 in Lawrence to $861,805 in Lincoln and $968,000 in
Weston. Table 3.4 provides median sales prices for those 15 communities with the
lowest and highest prices in 2001.

Table 3.4

Greater Boston Cities and Towns with Lowest and Highest 2001 Median Housing Prices for Single-
Family Homes

Lowest 15 Highest 15
Wareham $145,000 Harvard $525,000
Lawrence $149,900 Manchester $528,500
Halifax $162,500 Wenham $533,000
Brockton $164,000 Sudbury $537,250
Lowell $168,500 Newton $570,000
Millville $173,700 Belmont $572,500
Rockland $174,500 Concord $594,500
Lynn $177,000 Sherborn $600,000
Taunton $178,250 Cohasset $630,000
Salisbury $180,000 Wellesley $695,000
Dighton $185,750 Carlisle $695,000
Holbrook $190,000 Dover $710,000
Blackstone | $191,000 Brookline | $725,000
Chelsea $198,700 Lincoln $861,805
Lakeville $199,250 Weston $968,000

Source: Banker and Tradesman

The median price of a single-family home increased in every city and town in Greater
Boston during the 3-year period, although the variation in price advances was substantial.
The lowest percentage change during this time period was 25.1% (Medfield) whereas the
highest percentage change was 129.4% (Chelsea). Despite this wide range, most cities
and towns in Greater Boston (103, or 64%) had increases in the median price of single-
family homes between 40% and 60%. Thirty-four cities and towns (21%) had increases
between 20% and 40%, while 24 (15%) had increases over 60%. (See Table 3.5 for a
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summary of the percentage change in median single-family home prices in Greater
Boston)

Table 3.5

Percentage Change in Single-Family Home Price, 1998-2001

Percentage Change of

Single-Family Home Number of Percent of
Price 1998-2001 Communities Communities
0% - 20% 0 0.0%
20.1% - 40% 34 21.1%
40.1% - 60% 103 64.0%
60.1% - 80% 22 13.7%
Greater than 80% 2 1.2%

Source: Banker and Tradesman

A comparison between the percentage of cities and towns with a median home price of
$250,000 or lessin 1998 and 2001 helps illustrate the widespread increase in the price of
single-family homes in Greater Boston. (See Table 3.6 and Table 3.7) In 1998, three
quarters (75%) of the cities and towns in Greater Boston (121 out of 161) had a median
sales price for single-family homes no greater than $250,000. By 2001, the proportion of
cities and towns with a median single-family home below $250,001 fell to only about 1/3
(56 out of 161). For detailed information on changes in the median sales price for single-
family homes in each city and town in Greater Boston, see Appendix 3.

23



Table 3.6

Median House Selling Prices by Number of Communities (1998)

Percentage of

1998 Median Sales Number of Communities in

Price Communities Greater Boston
$0 - $100,000 4 2.5%
$100,001 - $250,000 117 72.7%
$250,001 - $400,000 32 19.9%
$400,001 - $550,000 7 4.3%)
$550,001 - $700,000 1 0.6%)
Greater than $700,000 0.0%

Source: Banker and Tradesman

Table 3.7

Median House Selling Prices by Number of Communities (2001)

Source: Banker and Tradesman

Percentage of

2001 Median Sales Number of Communities in

Price Communities Greater Boston
$0 - $100,000 0 0.0%)
$100,001 - $250,000 56 34.8%)
$250,001 - $400,000 77 47.8%
$400,001 - $550,000 17 10.6%
$550,001 - $700,000 7 4.3%
Greater than $700,000 2.5%)

The individual city and town data also reveal that, in general, the municipalities with
lower household incomes were the ones experiencing the largest increases in housing
prices. This can be seen in Figure 3.3 depicting a scatterplot of the 1998-2001 percentage
change in housing prices against the estimated 2001 median household income in each of
the 161 cities and towns in Greater Boston. ™! The negative slope of the statistically-fitted
line indicates this relationship.

1 The 2001 median household income is estimated by increasing the 1999 median household income figure
from the Census by 10.25%.
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Figure 3.3

Percent Change in Median Home Price (1998-2001) Vs. Estimated 2001 Median Household Income
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Housing Price Affordability

Increased housing prices in Greater Boston have outdripped the rise in household
incomes and therefore decreased the affordability of single-family homes in most cities
and towns in the region. In addition to information on changes in the median sales price
for single-family homes, Appendix 4 shows the “affordability gap” based on the median
household income and the median priced single-family home in a city or town in Greater
Boston. A municipality’s housing is considered “affordable” by our definition if the
annual cost of supporting a mortgage does not exceed 33% of the annual median income
of households in that community.*?

The “affordability gap” is the difference between the median sales price of a single-
family home in a community and the price that a household earning that community’s
median income can afford to pay. For example, in Somerville in 2001, the estimated

12 This calculation compares the amount that a median household can afford (based on spending 1/3 of
estimated 2001 household income on housing, a mortgage interest rate of 6.875% (plus PMI) for a 90%
loan, the average single-family real estate tax bill for each community, and homeowner insurance
premiums based on information provided by a sample of the largest insurance carriers in the state) with the
2001 median sales price for asingle-family home in each city and town in Greater Boston.
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median household income was $51,062. This median household income can support the
payments on a home costing $185,798 if the household spends no more than 33% of its
income on housing. The median sales price for single family homes in Somerville in
2001 was $280,00. Thus, the “affordability gap” was $94,202 ($280,000 minus
$185,798).

Existing households earning the median income in a community would now only be able
to afford the median priced single family home in their community in 49 out of 161 cities
and towns in Greater Boston (30.4%).'° See Appendix 3 for details on the percentage of
homeowners who pay more than 35% of their incomes on housing.

Of the 112 cities and towns in Greater Boston with a current affordability gap, 19 have a
gap that is at least 50% more than the amount the median household could afford to pay
if they were now trying to move into the community where they live. In 5 of the 19
communities, the affordability gap is greater than 100%, indicating that the median house
price is at least twice what the median income household in that community could afford
if they were buying into that city or town today. (See Table 3.8)

Bin a September 2001 report released by CHAPA, based on January-June 2001 homes sales and estimated
2000 household income, concluded that athird of the region’s communities were affordable to their
existing residents using this *“ 33% of income” underwriting standard, but only 18 were affordable when a
more conservative underwriting standard, allowing 28% of income for housing payments, was employed.
(“Massachusetts Housing Affordability Review: The Skyrocketing Costs of Homeownership in
Massachusetts”) Applying the 28% standard to the updated sal es and income figures used here would
reduce the number of communities still considered affordableto only 6.
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Table 3.8

The Affordability Gap

Ratio of the Affordability Gap and the
Amount the Median Household Can
Afford to Pay for Housing

Percentage of All

(Affordability Gap / Amount Household| Number of | Communities With An
Can Pay) Communities Affordability Gap

Gap/Amount < 25% 71 63.4%
25% <= Gap/Amount < 50% 22 19.6%
50% <= Gap/Amount < 75% 12 10.7%
75% <= Gap/Amount < 100% 2 1.8%
100% <= Gap/Amount 5 4.5%
Total Communities with an Affordability

Gap 112 100.0%

Source: U.S. Census Bureau and Banker and Tradesman
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V. Changesin Housing Supply
This section of the Housing Report Card addresses changes in housing supply, including:

Recent gains and losses to the inventory, set in historical context
Tenure and type of units being produced, and populations served
Location of new units being built

It does this first for the Greater Boston region, which includes the Massachusetts portions
of the Boston, Brockton, Lawrence, and Lowell Metropolitan Statistical Areas (MSAS)
covering 161 cities and towns. It then focuses in on the Boston MSA aone (comprising
127 of these municipalities) in order to compare production levels between 1999 and
2002 with the goals established in the New Paradigm for Housing in Greater Boston
report of September 2000.

Under standing the Region’s Housing Supply: History and Explanation

Figure 4.1 below provides data on total building permits issued in the Greater Boston
region from 1980 through 2002.1* Consistent with Census Bureau calculations,
approximately 98% of all housing permits resulted in actua production. Hence, building
permit data provide a reasonable estimate of actual production over the long term.*®

The boom years of construction in Greater Boston over the past 2 decades were in the
mid-1980s. In 1986, the number of housing permits reached an annual peak of more than
25,000 units across the region's 4 MSAs. Production declined sharply after 1986,
reaching a low of less than 7,000 units during the 1991-1992 recession. After the
recession, the number of permits increased to approximately 11,000 in 1994 and has
remained near that level ever since.

14 The 2002 figure is an estimate of year-end production based on data through the first 7 months of the
year.

5 There are several limitations to the Census permit data. They only report privately owned new residential
construction, not units created through adaptive reuse of non-residential structures or the reclamation of
abandoned properties. They also do not distinguish between units created for rental and for home
ownership. We have used building permits as a baseline, but the data have been verified and supplemented
through extensive interviews with local building inspectors, funding agencies, and industry experts.
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Figure 4.1

Building Permits Issued in Greater Boston, 1980-2002
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In 1998, as Table 4.1 indicates, the number of permits reached 11,766—Iess than half the
production level of the peak year during the 1980s. Since 1998, the number of permits
has declined from 11,719 in 1999 to 10,158 in 2001. Preliminary estimates for all of 2002
suggest a dlight increase to 10,775.

Table 4.1

Total Permits & Affordable Units — Greater Boston

1998 1999 2000 2001 2002e
Total Permits
11,766 11,719 11,293 10,158 10,775
Subsidized N/A 1,160 1,691 2,012 1,864
% Subsidized N/A 10% 15% 20% 17%

Source: Permit data from U.S. Census Bureau, Construction Series, Table 3; Subsidized units were
identified by an examination of local, state, and federal funding programs; community self-reporting to the
State under Executive Order 418; and data from the State’s 40B subsidized housing inventory (SHI).
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Production Ebbs and Flows Over Time

Figure 4.2 documents the differences in production, noting changes in single family vs.
multi-family permits over the last 30 years. Traditionally, multi-family housing has
served as a proxy for renta housing. Multi-family starts have also corresponded with
increases in subsidized housing production. In past decades, multi-family production
levels mirrored overall production levels. However, the past 3 years show a divergent
trend. For the first time multi-family housing production has been increasing while
overall production levels are decreasing. However, production levels—for both multi-
family and owner-occupied—are still well below the level of production during past
decades *°

18 This report uses the term multi-family to describe housing of 5 or more units, generally considered a
better proxy for rental housing than the traditional definition (2 or more units) used by the U.S. Census
Bureau. The Census does not distinguish between building permitsissued for rental and homeownership. In
recent years, condominium development has represented a significant portion of the 2-4 unit production, as
well as some of the 5+. Before 1980, however, multi-family starts were almost exclusively rental.
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Figure 4.2

Building Permits Issued in the Boston MSA, 1968-2001"
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During the 1970s, while the Boston metro area lost 2.4% of its population, the average
rate of new housing production was more than 43% higher than current production levels.
Multi-family housing permits represented 65% of the total. In the 1980s, while the
population increased by 2.5%, new units were produced at a rate 26% higher than current
production levels. On average, 40% of the total housing permitted during the 1980s was
multi-family.

In contrast, in the 1990s, the Boston MSASs population grew by a hedthy 6.0% and
household formation increased at an even greater rate. (See Appendix 2) Annual
production levels, however, fell to just 2/3 of the rate of the previous decade. Multi-
family starts, representing on average 13% of all permits, were only a fraction of what
they had been at the peak in the decades before.

Y Historical data from 1970-2000 comparing single-family vs. multi-family housing starts was only
available for the Boston MSA. The definition of the Boston metro area has shifted over time. For
consistency, the population changes reported here reflect changes in the 127 communities that comprise the
Massachusetts portion of the current Boston MSA. Further adjustments have been made to eliminate the
impact of the closure of Ft. Devens, which resulted in a population loss to the region of more than 8,000
between 1990 and 2000.
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Single-Family Housing vs. M ulti-Family Housing

At least since 1997, there has been a significant dowdown in the production of single-
family homes while there has been a corresponding increase in multi-family housing in
buildings with 5 or more units. Between 1997 and 2001, single-family construction
declined from over 9,200 units to just over 7,100. During the same period, the number of
units in 5+ buildings increased from 973 to more than 2,700. While some of these are
owner-occupied condominiums, the majority are being built as rental properties. (See
Table4.2)

Table 4.2

Single-Family vs. Multi-Family Housing Building Permits

Total Single | SFas %

Year Permits [ Family | of Total [2-4 Units| 5+ Units
1997 10668 9205 86.3% 490 973
1998 11766 9074 77.1% 1034 1658
1999 11719 8691 74.2% 826 2202
2000 11293 7959 70.5% 727 2607
2001 10158 7135 70.2% 401 2722

YTD 2002
(July) 6530 4215 64.5% 439 1876

Source: Census Building Permit Data

Where New Housing Is Being Constructed

New production since 1998 has been unevenly distributed throughout the region—as it
was during the 1990s—with the Route 495 area communities experiencing the fastest
growth in single-family, owner-occupied housing. The communities with the greatest
percentage growth in year-round housing stock included the towns of Hopkinton, Bolton,
Berkley, and Franklin. Nine of the municipalities in the Greater Boston region
experienced an actual decline in housing supply, including the cities of Lowell and
Brockton. (See Table 4.3)
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Table 4.3

Municipalities with Fastest and Slowest Growth in Housing Supply 1990-2000

% Change in % Change in

Year-Round Slowest Year-Round
Fastest Growing |Housing Units Growing Housing Units
Cities/Towns (1990-2000) Cities/Towns |(1990-2000)
Hopkington 38.1% Watertown 1.6%
Bolton 35.5% Framingham 1.0%
Berkley 34.5% Wellesley 0.7%
Franklin 34.1% Boston 0.1%
Kingston 31.7% Medford 0.1%
Mendon 31.4% Manchester 0.0%
Salisbury 29.9% Lynn -0.2%
Dunstable 29.6% Arlington -0.2%
Boxborough 28.9% Belmont -0.2%
Mansfield 27.5% Essex -0.4%
Southborough 26.9% Melrose -0.7%
Rowley 26.7% Winthrop -0.8%
Westford 26.4% Brockton -1.5%
Wilmington 26.2% Lowell -2.2%

Source: 2000 U.S. Census Summary File 1

Single-family homes continue to be the dominant form of production in suburban
communities. During the decade of the nineties, the number of homeowner households
grew at a rate 4 times that of renter households, roughly the same rate by which new
single-family construction outpaced multi-family. During 2000 and 2001, 53% of the
region’s communities—where 30% of housing production took place—issued permits
only for single-family construction. Nonetheless, as single-family production hit a 10-
year low in 2001, multi-family, mostly rental, production increased.

Of the 6 communities that added units for homeownership at the fastest rate during the
past decade—Hopkinton, Franklin, Mansfield, Bolton, Boxborough, and Berkley all
experienced increases of more than 40% in homeownership over the decade—only
Franklin and Mansfield added rental units.*® And, of the 15 communities that grew their
homeowner base by 30% to 40%, only one added rental units. This imbalance contributed
to the regional rental housing shortage and affordability squeeze.

New rental production during the 1990s was concentrated in just a handful of cities:
Boston, Quincy, Cambridge, Waltham, Lawrence, and Haverhill. (See Appendix 2)

It is estimated that more than 7,000 new rental units have broken ground in the region
since 1998. A robust pipeline suggests that this trend will continue for the next 2 to 3
years, barring further economic deterioration or adverse policy shifts. While most of the

18 Boxborough gained rentersin its extensive existing inventory of investor-owned condominiums.
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new production is market rate, the City of Boston has permitted more than 1,600
affordable rental units and estimates are that production in other communities will add
significantly to that number. The age restricted (55+) and assisted living inventory supply
also grew substantially over the past 4 years.

The City of Boston and a handful of inner-ring communities continue to provide a
disproportionate share of the region’s subsidized housing and its rental apartments. With
just 15% of the region’s year-round housing units, the City of Boston provides nearly
34% of al subsidized units and more than 25% of the region’s rental housing. It
accounted for less than 2.5% of the region’s housing growth over the 1990s™®, but nearly
20% of the decade’ s new subsidized units.

New Paradigm Report and Boston M SA Production

A New Paradigm for Housing in Greater Boston suggested that the Boston Metropolitan
Statistical Area (MSA), comprising 127 municipalities, would need to build an additional
36,000 units over 5 years to supplement existing production levels in order to moderate
increases in housing prices. It aso cautioned that there could be no erosion of the existing
affordable supply. The authors challenged the public and private sectors to work together
to expand the supply of housing that would be affordable to households of al income
levels, concluding that the affordability gap could only be dlayed through a significant
increase in housing production levels.

According to the report, between 2001 and 2005 a total of 78,300 additional units of
housing would be needed in the Boston MSA in order to take care of the needs of new
households in the region and to increase vacancy rates to “normal” levels. Based on
actual production levels during the 1995-1999 period, the report estimated that 8,460
units of market rate and subsidized housing would be constructed each year during the
next 5year period—providing 42,300 of the needed units. That left, according to the
report, a 5-year shortfall of 36,000 units.

The report targeted 3 specific areas for expansion:

Market rate housing, for ownership and rental, especially units affordable
to households earning between 80-120% of the area median income?°
Subsidized housing, also for ownership and rental, for households earning
up to 80% of the area median income.

Student housing, to ease the rental shortage throughout the region

Annua production targets were established in each of the 3 categories. (See Table 4.4)

19 Based on building permitsissued

20 HUD estimates area median family income by MSA. The current (2002) medians for the four MSAs in
the study are: $74,200 for a family of four in the Boston, $75,200 in Lowell, $67,400 in Lawrence, and
$63,500 in Brockton.

Source: http://www.huduser.org/datasets/il/fmr02/prt)2med. pdf.
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Table 4.4

New Paradigm Report Production Targets

Expected Projected 5-Year Goal
Annual Annual Annual for Additional
Requirement Production Shortfall Production
Market rate 9,860 7,160 2,700 13,500
Subsidized 4,300 1,300 3,000 15,000
Student 1,500 2 1,500 7,500
TOTAL 15,660 8,460 7,200 36,000

Source: A New Paradigm for Housing in Greater Boston, The Center for Urban and Regional Policy, 2000

Performance Against the New Paradigm Y ardstick

Table 4.5 assesses the housing production performance by sector against the goals set in
the New Paradigm report for the Boston MSA. Data for production came from severa
sources. Building permits were used to estimate market rate housing. The number of
subsidized units was based on permit data supplemented by state and local government
reports. Data on student housing production were collected from all the universities and
colleges in the region.

Table 4.5

Housing Production in the Boston MSA vs. the Housing Goals in A New Paradigm for Housing
in Greater Boston

Total 1995-99

Needed Avg. Level

per of Projected

Category Year Production  Shortfall 1999 2000 2001 2002e

Market Rate 9,860 7,160 2,700 7,416 6,766 6,005 6,375
Subsidized - new
construction 4,300 1,300 3,000 931 1,478 1,651 1,213
Dorm Units 1,500 * 1,500 256 165 704 606

21 3,450 dormitory units were identified as planned or under construction at the time the New Paradigm
report was released. It was expected that these units would count toward the 5-year, 7,500 unit production
target.
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Total Production
Levels including
Dorm Units

% of total goal met

% of total goal met
(Market +
Subsidized)

% of total goal met
(Dorm Units)

% of market goal
met

% of subsidized
goal met

15,660

8,460

7,200

* 1,500 Dorm room shortfall includes total production need

8,603

55%

59%

17%

75%

22%

8,409

54%

58%

11%

69%

34%

8,360

53%

54%

47%

61%

38%

8,194

52%

54%

40%

65%

28%

1,583 students were housed in dorm rooms opened during 2000-2002 (3 years). Permits to hous e
an additional 5,274 students were issued in 2000-2002

Source: For building permits: www.census.gov/const/C40/Table3/tb3u. Other data provided by
municipalities and housing funding agencies. Student housing data provided by local area
universities and colleges.
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Findings

Only about %2 of the annual overall production goa of 15,660 housing units was
met in the years 2000-2002. In 1999, before the New Paradigm report, a total of
8,603 units of market, subsidized, and student housing was produced. Since the
report was published, the annual production total has fallen short of even the 1999
baseline and in each succeeding year production has dropped further. The
estimate for 2002 is 8,194 total units. Overall, 54% of the Boston MSA housing
goal was met in 2000. It declined by 1 percentage point in each succeeding year
so that only 52% of the annual 2002 goal is expected to be met.

The annua goa for market rate housing was 9,860 units. The average 1995-99
production rate was 7,160. Annual production was 6,766 in 2000, falling to 6,375
in 2002. Thus, 69% of the market rate goal was reached in 2000 and 65% in 2002.

The annual goal for subsidized production was 4,300 units. The average 1995-99
production rate of subsidized housing was 1,300. In 2000 and 2001, production of
subsidized units surpassed the 1995-99 average, but remained below the annual
4,300 target. A total of 1,478 units were produced in 2000; 1,651 in 2001; and an
estimated 1,213 in 2002. Thus, subsidized production reached between 28% and
38% of targeted levels.

The annual goa for student housing was established at 1,500 new units per year.
A tota of 3,450 dormitory units were identified as planned or under construction
at the time the New Paradigm report was released. It was expected that these units
would count toward the 5-year, 7,500-unit production target. Altogether, 165
student units came on line in 2000. In 2001 and 2002, this increased to 704 and
606, respectively.?? From alow of 11% in 2000, production of student units rose
to 47% and 40% of the New Paradigm goal in 2001 and 2002.

22t js estimated that, on average, 4 students occupy one university or college-built housing unit.
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V. Affordable Housing Production
Historical Perspective

Most of the state's subsidized units were added between 1965 and 1980, the heyday of
federally supported low income housing production.? It was during this period that the
State established the Massachusetts Housing Finance Agency (now MassHousing) and
enacted The Low and Moderate Income Housing Act, better known as the
Comprehensive Permit Statute, to increase the supply and improve the distribution of
subsidized housing in the Commonwealth. Developers in Massachusetts were active
participants in the federa and state subsidized housing programs of that era.

After the federal government substantialy reduced its funding for subsidized housing
production in 1980, Massachusetts state agencies developed new tools to expand
affordable homeownership and rental housing. These programs added another 8,000 units
to the subsidized housing inventory during the 1980s.

Since 1990, however, new production initiatives have been limited. Even those tools that
provided funding for small-scale development—the state’s scattered site public housing
production programs, for example—have been curtailed. Program emphasis has shifted to
rehabilitation, neighborhood revitalization and preservation—all critically important
initiatives, but not production oriented. While there are still housing resources that flow
into the state from the federal government, and the Commonwealth administers a number
of programs of its own, most do not provide the deep subsidies required to produce new
units at prices that low and moderate income households can afford. A complex layering
of subsidy sources is usually required to finance new construction.

As the tools of the trade hawe changed, so have the participants. Some long time
affordable housing developers have built less in Massachusetts in recent years, while
others have increased their activity, often in partnership with community-based non
profits. Over the past decade, established community development corporations (CDCs)
have been joined by social service agencies, special needs providers and other non-profits
who have become developers by necessity to house their clients, often families and
individuals with special needs.

Without major development subsidies, the production of housing for low and moderate
income households requires a combination of tools and strategies: grants, donated land,
tax credits, non-traditional financing, cross-subsidization by market units, rent subsidies,
and zoning relief. The process is cumbersome and protracted—?2 to 4 years is the norm,
not the exception, to get a project into construction. The time required to cobble together
custom financing, often for just a smal number of units, drives development costs up.
The remainder of this section examines recent trends in affordable housing production,
including: whereisit being produced, by whom, and with what tools.

23 5ome 30,000 public housing units existed prior to that time.
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Recent Trends

According to the State’s Subsidized Housing Inventory®* (SHI, or 40B list), the Greater
Boston region has more than 146,000 units of subsidized housing, representing nearly 9%
of the total year round stock. The cities of Boston, Cambridge, Lowell, Lynn, Brockton,
and Lawrence contribute half of this number. Boston done represents one-third. (See
Table 5.1) Comprehensive permits have been used for about 15% of the “affordable”
units developed in the region since the statute was enacted in 1969, but its use varies
widely from community to community. Among the dozen communities that have
achieved the 10% threshold of affordable housing established by Chapter 40B, many
have never used the comprehensive permit. Most of these are cities, and they have relied
on other urban revitalization tools, or used conventional zoning or specia permits. In 41
communities, more than half the subsidized inventory”® has been built under
comprehensive permits, and in 8 cases, the comprehensive permit has accounted for all of
the community’ s subsidized development. (See Appendix 5)

Table 5.1
Total Subsidized Housing Stock in Greater Boston - 2002

Total subsidized units 146,096
Units that serve households earning

less than 80% of area median income (AMI) 130,178
Number of subsidized units built since 1972 63,761

Subsidized units built under the
Comprehensive permit (40B) 11,810

Comprehensive permit units that serve
households earning less than 80% of AMI 9,742

Source: State Subsidized Housing Inventory (SHI), April 24, 2002%°

The most recent inventory documented a net gain of more than 6,600 qualified affordable
housing units in Greater Boston between 1997 and 2001. Included in this number,
however, are hundreds of existing units that became eligible for inclusion only because of
regulatory changes. In addition, several hundred existing occupied housing units that
were repaired or rehabilitated using public funds were added to the inventory.

Only 12 communities out of the region's 161 have achieved the 10% threshold for
affordable housing, up from 8 in 1990. These 12 communities—mostly cities—contain
1/3 of the region’s housing supply but account for 60% of the total assisted inventory. In
1990, 13 communities in Greater Boston had no publicly assisted housing. Now there is
just one: Dunstable.

24 Dated April 24, 2001 and based on units permitted, reported and qualified as of October 1, 2001.
25 Units constructed since the Act’ s passage in 1969.
26 Based on units permitted, reported and qualified as of October 1, 2001.
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The Producersand Ther Tools

A diverse group of affordable housing producers—mostly non-profit organizations—
continues to produce, acquire, rehabilitate, and/or preserve affordable housing at arate of
about 1,800 units per year in Greater Boston. More than 3-dozen community
development corporations (CDCs) and regional non-profits, and many social service and
specia needs providers, are engaged in the development and management of affordable
housing in Greater Boston. Religious and faith-based organizations, including the
Planning Office for Urban Affairs of the Boston Catholic Archdiocese ard Jewish
Community Elderly Housing, have been prominent affordable housing developers. Some
non-profits have formed joint ventures with for-profit developers to tackle especially
complex projects. Partnerships and strategic alliances have also been formed between
non-profits and schools, health care providers, etc.

The public tools most commonly used in the production and preservation of low and
moderate-income housing are the federal Low Income Housing Tax Credit (LIHTC)
Progran’’ and the HOME Investments Partnership (HOME) Program, both administered
by the Department of Housing and Community Development (DHCD). Among the state
programs that help create and preserve affordable private housing are the DHCD’s
Housing Innovations Fund, Housing Stabilization Fund, Facilities Consolidation Fund,
Housing Development Support Program, and the Massachusetts Affordable Housing
Trust Fund (administered by MassHousing).?® Several quasi-public agencies also provide
technical assistance, construction and permanent financing, and/or other resources to
support affordable housing. These include: MassHousing, the Massachusetts Housing
Partnership Fund, MassDevelopment, the Community Economic Development
Assistance Corporation, and the Massachusetts Housing Investment Corporation. In
addition to these resources that are available to private producers of housing, the State
invests directly in the repair and rehabilitation of its aging public housing inventory.

The magor production stimulant among these programs has been the Low Income
Housing Tax Credit. This program has been enormously successful in attracting investor
capital to lowincome housing and has led to the production or preservation of more than
17,000 units®® in Greater Boston since its inception in 1987. However, even it does not
provide sufficient resources to produce new units for low-income residents without
additional grants and subsidies. Most recent LIHTC activity, in addition to involving
preservation and rehabilitation, has required multiple levels of public assistance for
viability.

27 The Commonweal th has al so recently implemented a complementary tax credit program.
28 Descriptions of these and other programs can be found on DHCD’ s website: http://www.mass.gov/dhcd

29 70% of the LIHTC units benefit low-income households.
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Between 1999 and 2001, approximately 150 developments in 36 Greater Boston
communities received nearly $100,000,000%° in funding from these various programs for
specific projects. These developments included nearly 3,400 units of housing, 72% of
which are affordable. An additional 1,700 units were preserved during the same period
with funding from these sources. Multiple funding sources (2 or more) were identified in
nearly 40% of these cases.

Preservation vs. New Production

One of the greatest threats to the affordable housing supply is the loss of privately owned
units and the potential for future erosion of this inventory. This includes subsidized units
(so-caled “expiring use” properties) as well as unsubsidized units in private ownership.
The risks are twofold: a lack of capital investment to extend the useful life of aging
properties and conversion to higher income tenancy.

“Expiring use” refers specifically to developments that were built with federal and/or
state subsidies to house low-income households (using low-cost mortgages, interest
subsidies, rent subsidies, and loan guarantees). Most were built during the 1970s and 80s,
and are nearing the end of the “use restrictions’ that required them to serve low-income
residents. In a number of suburban communities especialy, they represent much of the
affordable inventory.

Nearly 3,000 rental units in 15 Greater Boston communities have been lost to the
subsidized inventory over the past decade as the result of expiring-use restrictions,3! and
an additional 11,000 units are “a-risk” between now and 2005.3% Milford, Norwood, and
Weymouth were among the suburban communities that suffered the biggest losses. All 3
of these communities had developed good track records over the years on affordable
housing, but the loss of existing developments will be hard to replace in an era of
diminished resources and opposition to new large scale development. The cities of
Boston, Cambridge, and Medford have all had their subsidized inventory eroded as well,
but in the past 4 years, local and state |eaders have joined with tenant activists to stem the
losses. During that time, 6,400 units of rental housing, serving low- and moderate-income
tenants, were preserved through public intervention. Nearly 80% of these were expiring-
use properties; the balance was privately owned, affordable stock, primarily single room
occupancies.

Offsetting L osses

In addition to the loss of affordability, there has been some loss of subsidized units due to
demolition and redesign as the region’s older public housing developments are renovated

30 Excludes funding to assist in the preservation of 1700 units. Low-Income Housing Tax Credits represent
approximately $20 million of this amount. These are contributions of investor capital, made in exchange for
federal tax credits.

31 Most of these losses occurred prior to 1998.

32 From the CHAPA/CEDAC Inventory prepared by the Citizens Housing and Planning Association and
the Community Economic Development Assistance Corporation.
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and upgraded. The public housing inventory in Greater Boston now stands at about
62,000 units, down from the “as built level” of 65,000.3 Most of these losses pre-dated
this study, but some units remain vacant and uninhabitable. The state has invested
hundreds of millions of dollars over the past 2 decades to improve its inventory, but much
of the stock is more than 50 years old and continues to have ongoing capital needs.
Improvements to more than 2,800 units in Greater Boston (totaling nearly $51 million)
were postponed nearly 12 months earlier this year when the State Legislature delayed
passage of the $508 million bond bill.

The split between creation of new units and preservation of existing units has averaged
about 40/60—40% for new units, 60% for preservation—for a number of years. Some of
the units improved and preserved in the past 4 years—the expiring use properties—were
already part of the region’s subsidized housing inventory. Others involved the substantial
rehabilitation of vacant and/or fire damaged buildings, or the return to occupancy of
chronically vacant public housing units. Many efforts involved the acquisition and
rehabilitation of existing, unsubsidized units, which were then permanently restricted to
serving income eligible residents. Since a number of these properties were already
serving lowincome residents prior to their acquisition and rehabilitation, they do not
represent a net gain to the inventory; they do, however, represent improved conditions
and usually enhanced affordability.

Table 5.1 summarizes the publicly funded, privately owned development activity over
the past 3 years by type of project and category of owner. Non-profit organizations have
been major participants in the Department of Housing and Community Devel opment
(DHCD) programs during the past 3 years (1999-2001).3* Some programs, like the
Housing Innovations Fund and Facilities Consolidation Fund, are limited to non-profit
sponsors, which in part explains their disproportionate share—63% of all units produced
with state assistance. For-profit developers and joint ventures aso contributed
significantly to the affordable housing effort. The latter group typically undertakes larger
projects and a disproportionate share of the new construction.

Table 5.1

Subsidized Housing Production — 1999-2001%

Preservation Substantial New Construction
Only Rehabilitation Adaptive Reuse Total
# Units # Units # Units # Units

33 This includes the loss of more than 1,200 units of state public housing and 1,000 in federal projects
including Columbia Point, Mission Main, and Orchard Park.

34 Includes the following programs. Low Income Housing Tax Credit, HOME, Housing Innovations Fund,
and the Affordable Housing Trust Fund.

35 Programs reported include LIHTC, Massachusetts Affordable Housing Trust Fund, Housing Innovations
Fund (HIF), Housing Stabilization Fund, HOME, and Facilities Consolidation Fund (FCF). HIF and CFC
are limited to non-profit developers, skewing the development in their favor.
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Total projects with
state grant support ang

tax credits 40% 18% 42% 100%
By Development
Entity:
For Profit 32% 12% 26% 26%
Non Profit 68% 70% 54% 63%
Joint Venture 0% 17% 20% 12%
Total 100% 100% 100% 100%

Source: DHCD program statistics, FY 1999-2001
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Where Isthe Affordable Housing Being Created

Table 5.2 displays the Greater Boston communities that have achieved the highest
percentage of subsidized housing inventory. Most of the top performers are the region’s
cities. Led by Boston, many have been at the 10% threshold for more than a decade, and
continue to account for a disproportionate share of the region’s affordable housing
production activity. Table 5.3 lists those communities that demonstrated significant
progress between 1997 and 2001 in expanding their supply of affordable housing. Four
small towns, Plympton, Sherborn, and the rapidly growing Boxborough and Berkley,
added their first subsidized units during this period. Among the big gainers, Plainville,
Wilmington, Abington, and Marlborough all grew their rental-housing inventory during
the same period. The City of Marlborough added the largest number of new units based
on the opening of a new large project.

Table 5.2

Communities With the Highest Percentage of Affordable Housing, October 2001

2000 State
Census Subsidized
Year Percent Housing
Round |Subsidized | Inventory
Community Units 2000 Base | (40B Units)

Boston 250,367 19.63%| 49,146
Chelsea 12,317 17.03%| 2,098
Cambridge 44,138 15.60% 6,884
Lawrence 25,540 14.96% 3,821
Lowell 39,381 13.49% 5,312
Lynn 34,569 12.73% 4,400
Salem 18,103 12.50% 2,262
Brockton 34,794 12.24% 4,258
Malden 23,561 12.20% 2,875
Beverly 16,150 10.33% 1,669
Framingham 26,588 10.17% 2,705
Revere 20,102 10.07% 2,025
Holbrook 4,145 9.46% 392
Somerville 32,389 8.73% 2,828
Newburyport 7,717 8.63% 666

Source: April 2002 State Housing Inventory




Table 5.3

Communities Demonstrating Progress in the Provision of Affordable Housing, 1997-2001

Change in
2000 Number of
Census 40B
Year Housing | Percent
Round 1997 40B Ch 40B Units Increase

Community Units Units Units 2002(1997-2001 [1997-2001
Plympton 865 0 40 40 N/A
Sherborn 1,449 0 34 34 N/A
Boxborough 1,900 0 12 12 N/A
Berkley 1,870 0 4 4 N/A
Plainville 3,088 40 128 88  220.0%
\Wilmington 7,141 159 490 331  208.2%
Shirley 2,140 24 57 33| 137.5%
IAbington 5,332 112 250 138 123.2%
Hull 4,679 68 151 83 122.1%
Lakeville 3,385 4 8 4 100.0%
Marlborough 14,846 592 1,180 588 99.3%
Holliston 4,861 78 153 75 96.2%
\Weston 3,796 76 126 50 65.8%)
Danvers 9,712 279 428 149 53.4%
Ayer 3,141 77 118 41 53.2%

Source: April 2002 State Housing Inventory

Unsubsidized Affordable Production

Most of the new housing that has been built in Greater Boston since 1998, whether for
rental or ownership, has been affordable only to the high end of the market. The
exceptions are units created with some form of public, and occasionaly private,
assistance. While this assistance is usually financial, an increasing number of affordable
units are being added through the use of zoning relief or incentives, contributions of land,
or infrastructure improvements.

Since 1999, a number of new mixed income—market rate or luxury rental developments
with an affordable component—have been authorized under the comprehensive permit
(MGL Chapter 40B). This statute requires that 20% to 25% of the units be set aside as
permanently affordable to households earning no more than 80% of the area median
income. Because these projects are larger than those developed by the non-profit sector
(often 100+ units), the use of 40B has become one of the major production vehicles for
new rental housing that qualifies for incluson in a community’s subsidized housing
inventory.

Likewise, the use of 40B to create new wnits for homeownership also requires that 25%
of the units be affordable. Because increased density is often allowed under the
comprehensive permit, it is not uncommon for the market rate units in 40B
developments, as well as the affordable units, to be priced below other newly constructed
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homes in the community. In the region’s suburban communities—a number of which
make no provision for multi-family housing at all—40B is an essential ingredient in most
unit development that has an affordable component.

Another nonttraditional production source that is beginning to produce results, especially
in Boston and Cambridge, is inclusonary zoning. Even smaler communities like
Arlington have been able to add affordable units in this way, and several high production
communities—Peabody and Quincy—that have recently adopted inclusionary ordinances
can expect to see results if their multi-family production remains strong.

Table 5.4 summarizes the most recent updates to the Subsidized Housing Inventory
reported by municipalities. The first part of the table presents an analysis of all of the
additions reported for the April 2002 inventory, including affordable units created
between October 1997 and October 2001, as well as existing units that had not previously
been counted. The second part of the table summarizes the 1997-2001 activity in those
communities that have not yet achieved the 10% " affordability” goal.

Increasingly, cities and towns are reporting existing housing units, usually ones occupied
by income digible homeowners, that have been repaired or rehabilitated with public
funds, like CDBG or HOME. Of all the newly reported units, 30% have resulted from
homeowner and rental rehabilitation rather than new production. Department of Mental
Hedth (DMH) and Department of Mental Retardation (DMR) group homes represented
7% of the newly reported units, but it is unclear when these units were established since
they only became €eligible for inclusion in 2001. The comprehensive permit was involved
in 31% of the recently reported additions, but as the second part of Table 5.4 shows, it
was a factor in more than three-quarters of the new units gained in communities that had
been below the 10% “ affordable” housing threshold.
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Table 5.4

Tools/Programs Most Recently Used to Create Affordable Housing Eligible for Inclusion on the
State’s Subsidized Housing Inventory®

Units Eligible for
Inclusion on
Subsidized
All Reported Changes by Type of [Housing Inventory
Initiative (40B List)
Comprehensive permit 31%)
Homeowner and rental rehab
programs 30%
All other 13%
LIP* units only, and first time
homebuyer programs 10%
DMH/DMR group homes 7%
Special permits, rezoning and
other local initiatives 9%
TOTAL 100%)

Tools/Programs Used to Create Qualified Affordable
Housing in Communities with Subsidized Housing
Below Ten Percent

Units Eligible for

Excluding DMH/DMR group Inclusion on
homes and units qualified by Subsidized
rehab or first-time homebuyer Housing Inventory
status (40B List)
Comprehensive permit 77%
All other 23%)
TOTAL 100%)

Source: State Housing Inventory (1997; 2002) supplemented by DCHD and CHAPA

38 Includes most recently reported changes (1997-2001) by type of initiative.
37 This category includes existing units that communities have been allowed to qualify on a case-by-case
basis.
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V1. Public Spending on Housing in the Commonwealth

The state and federal governments have long been involved in providing various forms of
financing for the production of new housing, the rehabilitation of existing housing, and
subsidies to help make housing affordable to lower income home owners and renters.

Data Sour ces

Data on state and federal funds for housing programs in the Commonwealth have been
secured from the Annual Statutory Basis Financial Reports produced by the
Massachusetts Office of the Comptroller. This information has been supplemented by
data on Community Development Block Grant (CDBG) funding for housing programs
for individua cities and towns. These data are available from the U.S. Department of
Housing and Urban Development's (HUD) Use of CDBG Funds by Entitlement
Communities. In addition, statistics on federa funding dlocations for specific housing
programs administered by HUD are derived from several sources. HUD’s historical
database 1993-2001; HUD’s listing of 2002 allocations;, and the Consolidated Federal
Funds Report: HUD Expenditures or Obligations.

Historical Trends
The State Gover nment

State strategies for creating affordable housing have tended to follow federal strategies.
As with the federa government, state funding to expand the affordable housing supply
through the creation of units (or funding of additional tenant-based rent subsidies) has
been uneven over the years. The first mgjor spurt of state spending was in the late 1940s
through the mid-1950s when the Commonwealth funded the creation of more than 15,000
public housing units. Additional funding rounds through the early 1970s created
thousands of additional units for families, the elderly, and people with disabilities.

In the 1970s, the State began subsidizing the construction of affordable private
developments, working in conjunction with the Massachusetts Housing Finance Agency
(now MassHousing). As with the federal government, the state soon found that interest
subsidies aone were insufficient to sustain rents at levels low enough to serve low
income households.

In 1983, after Congress terminated the primary federal program for new affordable
housing production, the Section 8 New Construction/Substantial Rehabilitation program,
the State began a new wave of investment in housing, creating 2 rental production
programs (SHARP, RDAL) and a new homeownership assistance program (HOP), as
well as providing new funds for public housing construction and expanded rental
assistance.® The legislature passed 3 housing bond bills between 1983 and 1987,

% SHARP stands for State Housing Assistance for Rental Production; RDAL stands for Rental
Development Action Loan; and HOP refers to the Homeownership Opportunity Program.
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authorizing a total of $905 million, including $493 million for new public housing
development, $362 million for the modernization of existing public housing, and $30
million for a new grant and loan program for innovative affordable housing.

As a result of these initiatives and modest increases in federal grants, spending by the
Department of Housing and Community Development (DHCD) (formerly the Executive
Office of Community Development (EOCD)—the state agency responsible for housing
oversight in the Commonwealth—rose steadily during the 1980s, from $257 million in
1981 to a high of $605 million in 1989. This growth paralleled the growth in the
Massachusetts state budget. In 1981, DHCD total spending, including federal and state
funds, comprised 3.4% of the total State budget; in 1989, it comprised 3.6% of the total
State budget.

In 1990, a downturn in the economy pushed the State into a fiscal crisis and state funding
for housing began to decline both absolutely and as a percentage of total state spending.
Annual state-funded spending today, in nomina dollars, still remains well below the
state- funded spending levels of the 1980s.

DHCD’s total spending declined steadily from FY 1990 through FY 1994, then began to
rise modestly, primarily as a result of a growth in federal funds which are counted as part
of the DHCD budget. However, state spending on housing has lagged behind spending on
other activities and DHCD’s spending in FY2001 was till lower than its FY1990
spending, even before adjusting for inflation. (See Figure 6.1)
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Figure 6.1

DHCD Spending (State and Federal Funds) 1989-2001 (Current Dollars)39
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Source: MA Office of the Comptroller Annual Statutory Basis Financial Reports

Adjusting for nflation shows a stronger downward trend in state funding for housing
from 1989 through 1996. (See Figure 6.2) Since 1997, total DHCD spending (in 2002
dollars) has increased from $462 million to $565. As can be seen, the dight rise in
spending is a result of increased federal financing for affordable housing, whereas the
state’s budget has remained nearly level funded. Overal, the state funding level is still
more than 30% below the 1989 real spending level.

39 Figures for annual state funding levels include operating and capital budgets.
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Figure 6.2

DHCD Spending (State and Federal) 1989-2001 (Inflation Adjusted 2002 Dollars)
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While the legidature approved 2 housing bond bills totaling $491 million during the
1990s, only $197 million was for housing production, and spending was dowed by a
statewide effort to reduce capital spending growth. (See Figure 6.3)

State operating funds decreased by 37.1% between 1990 and 2001. When the 2002 and
2003 budgets are included there is an even greater decrease in operating funds of
56.6%.%° Over the same time periods, capital funding decreased by 47% and 50.9%,
respectively.

“0 This does not include the additional source of funding provided by the Syear state funded Affordable
Housing Trust Fund. The fund, created in 2000, was authorized as a $100 million revolving trust fund ($20
million per year for 5 fiscal years 2001-2005).
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Figure 6.3

State Housing Operating and Capital Budgets, 1989-2003

$250

$200 | _
$150 {1 =

$100 —

Dollars in millions

$50 | -

o NI

|1

FELESEFLESFELHSS

Fiscal Year

B operating budget

capital budget

Source: MA Office of the Comptroller Annual Statutory Basis Financial Reports

Overadl, the housing share of the state’s budget has decreased since 1989, reflecting
changing state priorities. DHCD’s state funding for housing comprised 0.7% of total
State spending in FY 2001, down from 2.9% in FY1989 and 1.0% in 1996. (See Table

6.1)
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Table 6.1

State-funded Spending as Share of Total State Spending Fiscal Year 1989-2001

Share of Total State

Fiscal Year State DHCD Spending Spending
1989 410 2.9%
1990 380 2.5%
1991 275 1.7%
1992 224 1.4%
1993 207 1.1%
1994 172 0.9%
1995 183 0.9%
1996 202 1.0%
1997 201 0.9%
1998 212 0.8%
1999 219 0.8%
2000 223 0.7%
2001 237 0.7%

Source: MA Office of the Comptroller Annual Statutory Basis Financial Reports

Spending on Selected Programs

Expenditures on specific programs varied over time, with nearly al of the state's
commitments dramatically decreasing between 1989 and 1999 with the exception of
Interest Subsidies. Since that time there has been a more gradual decline in spending with
a dight increase in funding for some programs during the year 2001. The chart below
shows the trends in several of the state’'s programmatic areas of spending. (See Figure
6.4)
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Figure 6.4

State Spending in Selected Housing Programs Areas 1989-2003
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In the 1990s, the State closed down the SHARP, RDAL, and HOP programs, which
provided interest subsidies for private developers of affordable housing. Despite annual
outlays for existing contracts, the total spending on these programs will decline by 41%
between 1999 and 2003. Although this decrease was planned, the funds have not been
shifted to other housing programs.

Starting in 1990, the state also began shrinking its tenant-based rental assistance program.
It stopped re-issuing vouchers as participants left the program and ultimately revised the
program structure, lowering the income limits for assistance, and reducing subsidy levels.
It eliminated rent caps and, as of August 2002, increased the income paid by tenants to
40%. In recent years, DHCD started reissuing mobile vouchers, but that program is now
frozen. The overal program shrank from 14,911 units in 1990 to 2,460 units under lease
in July 2002.

Total spending in the rental assistance category—which includes such programs as the
Massachusetts Rental Voucher Program, the Alternative Housing Voucher Program, and
other programs serving the handicapped, disabled, homeless, and elderly—will decrease
by 69% between 1989 and 2003, and has fallen 16% since 1999. Between 1999 and 2003
state spending on public housing is scheduled to decrease by 8.5%.



TheFederal Gover nment

The federal government has traditionally provided the lion's share of funding for
affordable housing in Massachusetts. Even though federal funding for new housing
production has shrunk dramaticaly since the 1980s, HUD funding has played an
increasingly prominent role in Massachusetts affordable housing spending given the
decline in state funding.

Overall, state funds supported 45% of DHCD’s budget in 2001, down from 68% in 1990
while the federal government’ s share of the total spending increased.** (See Figure 6.5)

Figure 6.5

State vs. Federal Funding Levels for Massachusetts Housing Programs

100%
90%
80%
70%

60%

Federal Funding

50% State Funding

40%

30%

20%

Percent of Total MA Housing Budget

10%

0%
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Fiscal Year

Data Source: MA Office of the Comptroller Annual Statutory Basis Financial Reports

Federal spending reports indicate HUD spending in Massachusetts totaled $1.8 billion in
2001, of which only about 12% flowed through DHCD’s budget. Over 80% of 2001
HUD spending in Massachusetts went directly to private owners, loca housing
authorities, and the State for tenant- and project-based Section 8 rental assistance for
115,000 units. About 5% more went to local housing authorities for federal public

41 Because the federal and state |ow-income housing tax credit programs are tax expenditures, these do not
show up in DHCD' s budget.
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housing (31,000 units) operating subsidies and modernization. Another 10% went to local
cities and towns in the form of block grants (7% directly, 3% through the State) and the
balance went to localities, nonprofits and private owners for homeless assistance,
interest subsidies, and other programs.

With most HUD funding allocated to rental assistance and public housing, the extent to
which HUD funding is used for new housing development depends largely on how
DHCD and localities decide to spend their block grant funds. Massachusetts cities and
towns receive funding directly from the federal government in the form of block grants
for affordable housing or as a pass-through from the state government based on allocation
formulas that entitle individual communities to receive assistance.

Figure 6.6 reveals that the total amount allocated to Massachusetts from various federal
block grants that can be used for housing has declined from a high of $248.2 million in
1994 to $183.3 million in 2002.

Figure 6.6

Federal Block Grant Allocations in Massachusetts (CDBG, HOME, ESG, and HOPWA) 1993-2002
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In 2001, 35 communities spent CDBG entitlement funds totaling nearly $110 million of
which $32 million or 29% of the total went towards housing. Twenty-one cities and
towns that received funding fall within the 161 cities and towns in the Greater Boston
region. The City of Boston received more than %2 of the total CDBG funding.
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While uses varied by community, overal, the bulk of the $32 million in CDBG funds
spent by these communities on housing in 2001 was used for the rehabilitation of housing
(78%). Only 7% of the total housing spending was for new construction and 6% was for
homeownership programs.

Three other federal housing block grantss HOME (HOME Investment Partnerships
Program), ESG (Emergency Shelter Grants), and HOPWA (Housing for Persons with
AIDYS) provide funding support for cities and towns in Greater Boston. HOME is by far
the largest ($45 million alocated in 2002) and can only be used for housing development,
rehabilitation, homeownership assistance, and rental assistance. ESG funds shelters and
homeless services, and HOPWA funds services and housing assistance. In 2001 these
programs provided $54 million to 35 cities and towns in Massachusetts, of which
approximately 1/3 was allocated through the state.
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Conclusion

Despite the call for a concerted effort to increase housing production in the New
Paradigm for Housing in Greater Boston report, overall production continues to lag
substantially behind demand. As a result, housing prices have continued to rise and rent
levels throughout the region remain out of reach for many. Rents have softened
moderately since 1999, a reflection of the slowdown in the economy, as well as of the
increased level of market-rate and subsidized rental production and new student housing,
but median home prices have increased sharply in virtually all communities.

Given that housing prices appear to be rising more rapidly in lower income communities,
and that asking rents remain well above what tenants earning the median renter income
can reasonably pay without compromising their other, non-housing needs, a housing
crisis continues for many low, moderate, and even middle income households.

We have not issued grades for the region as a whole nor for individual communities or
segments of the housing market in this first regiona assessment. Suffice it to say, the
region has falen short of the production levels required—in the locations and price
ranges necessary—to support a healthy economy and provide adequate housing for its
residents. However, we do plan to issue grades in upcoming annual reports.

It is aso evident that more precise and consistent data reporting from communities and
state and local funding agencies is required to adequately evaluate performance and
gauge the challenges before us. The current system of reporting vastly overstates the
number or units of affordable housing that the region is producing and understates overall
production from all sources.
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