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EXECUTIVE SUMMARY

Massachusetts, like many other eastern seaboard
and Rust Belt states, has old cities that face the
challenges that come with age, such as significant
infrastructure degradation and a higher structur-
al cost of doing business. While cities like Boston
and Cambridge stand out for industry and com-
merce, they are unique, given their institutions
and functions.

This report surveys 14 Massachusetts cities
outside the immediate Boston metropolitan mar-
ket, which other studies have identified as “weak
market” or “gateway” cities. While useful designa-
tions, this report employs the term “Middle
Cities.”! Middle Cities denotes not only their
operational size, but also their being in a sort of
limbo, floating without specific functional pur-
pose between bedroom communities and the
thriving metropolitan area around the capital,
and without political cohesion between the tradi-
tionally powerful Boston leadership of Beacon
Hill and the burgeoning strength of suburban
voters. The intention behind the term is to focus
on the long-term performance and promise, not
the current condition, of Middle Cities. The pur-
pose of this research is similar—to lay out a pol-
icy blueprint that can re-establish a significant
economic and social function for the Middle
Cities within their respective regions, the state,
and beyond.

A number of the Commonwealth’s cities have
had difficulty adapting to large-scale changes in
the national and global economies. The hollow-
ing out of the industrial and commercial bases
and subsequent flight of the middle class have
undermined the vitality and functional purpose
of these cities. Day in and day out local officials
struggle with these concerns and seek engage-
ment from the private sector and state and feder-
al partners to find solutions. With important
exceptions, such as was the case of Lowell, effec-
tive coordination has not been forthcoming. As a

result, these cities face the familiar litany of dys-
functional dynamics—the loss of a sense of order
in the public square, the inability to maintain a
revenue base, poor delivery of key services, and
sometimes a sclerosis of institutions or, worse,
instances of organized crime.

Most, though not all, Middle Cities fare poor-
ly on measures of performance in key service
areas—such as education, public safety, and fiscal
management—and on metrics of economic
prosperity. The trends, in most cases, are stagnant
or worsening. This poor performance comes
notwithstanding substantial state aid to these
localities. On an annual basis, the state provides
Middle Cities with almost $1.5 billion in state
aid, equivalent to 38 percent of local aid going to
18 percent of the Commonwealth’s population.
The $7,244 allocated per pupil in Middle Cities
through Chapter 70 (versus $2,761 per pupil in
municipalities other than the Middle Cities,
Boston, and Cambridge) makes the state a major-
ity shareholder in the Middle Cities’ education
systems.

In addition, over the past years, the state has
annually spent an average of $67+ million on or
in Middle Cities through grant programs, large
project ribbon cuttings, technical assistance and
receivership or control board interventions. (In
addition, Middle Cities have the ability to apply
for some portion of the over $400 million in
favorable loan programs funded through the
Clean and Drinking Water Sate Revolving Fund
and MassDevelopment programs.)

Is the lax performance the fault of the cities?
The fact is, state policy on cities and the revital-
ization of cities has many spokes but no axle. The
number of efforts, whether local aid supporting
key quality of life services, direct investment or
ribbon cuttings, or grant programs come without
a coordinated plan or a goal in mind. So, for
example, the state’s education aid fails to come




with any consideration of the number of non-
education issues that impact educational out-
comes. It is not news that not only is the state
hard to deal with, because of the numerous
points of contact, but that the right hand does
not see what the left is doing.

The state’s need to resort to receiverships
points to a significant political and institution-
al problem in all cities: City leaders cannot be
elected or conduct the business of government
without being responsive to any number of
entrenched interests—whether union, neigh-
borhood, or advocacy interests—which in turn
lessens their ability to drive change. Given the
number and complexity of his or her chal-
lenges, the city’s CEO must not only want and
have the clout and constitution to drive change,
but s/he must be able to carry it, in a focused
manner, through economic downturns. That is
a tall order for the CEO of any company let
alone the elected official in charge of a corpora-
tion as complex and fraught with public trust
issues as a city.

The bankruptcy of additional cities is not
far-fetched, and as the creditor of last resort,
the state must know that one or more of these
and other cities, if not reformed dramatically,
could become major liabilities. Over the past
decade and a half, there have been several state
interventions, most significantly the receiver-
ship in Chelsea and currently the control board
experience in Springfield. While it is obvious
that it does not make sense to put more money
into the Middle Cities without accountability,
the state has also learned how disruptive to
local life and expensive to the state interven-
tions can be.

The Chelsea and Springfield interventions are,
however, the instances where the state has
explored a variety of policy solutions and seen
what has worked, and what has not. This paper
argues that we need to learn the positive lessons
from the state interventions and create a preven-
tive policy that will reduce the likelihood of
future receiverships. What is needed is a new
partnership between the State and its Middle

Cities that ensures the involvement of the private
market, as the public sector cannot afford to and
should not seek to undertake the revitalization of
its Middle cities alone. Specifically, the major rec-
ommendations are:

1. Attract private capital to downtown areas
through a sustained focus on improving man-
agement and quality of life services, business
climate and fiscal management, by

» Undertaking a benchmarking initiative,
seeking to identify progress on key educa-
tion, public order, business development
and community redevelopment, and fiscal
management measures. The benchmarking
here advocated is city-specific—that is, it
measures a city’s improvement on measures
over previous years rather than comparing
performance across cities. The metrics sug-
gested in this paper are meant to be a start-
ing point for a dialogue on what the right
benchmark measures should be.

» Paying for performance on the basis of a
municipal scorecard covering the bench-
mark categories. The scale of incentives
should be meaningful but not such as to
threaten the municipalities with insolvency.
Something on the order of up to a 6-point
spread on (97 to 103 percent of) current or
future funding might be sensible. For exam-
ple, in 2006, Lawrence received a total of
$140 million dollars in local aid. The
best/worst case scenario to Lawrence, based
upon performance, would be +/- $4.2 mil-
lion. To be politically feasible, it may be nec-
essary to attach this pay-for-performance
proposal to new local aid.

Benchmarking will encourage, through incen-
tives, a long-term focus on improving key servic-
es and change the incentives so that it is easier for
a reform-minded mayor or city manager to keep
improving key services. These tools do not allevi-
ate the need for local leadership, but they can
help bolster such leaders.
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2. Create a single point of contact within the
Governor’s office for Middle Cities, so as to
improve coordination of state resources and
provide support to these important cities. The
team within the Governor’s office would be
tasked with

= Coordinating technical assistance for each

= To ensure focus on achievable and measur-

able outcomes, delivering in a focused,
planned and timely manner grant money
and program resources from across the state
agencies at a level equivalent to the average
expended by state agencies in recent years
($67+ million).

city and developing a plan in partnership
for reinvestment in target city neighbor-
hoods with regional and local leaders.

= Working with city leaders to ensure that
commitments to improve performance in
the areas of education, public safety, business
climate and fiscal management are fulfilled.
The offer to develop a state-regional-local
plan and fund its implementation would be
based on key threshold actions. Of the com-
munities fulfilling their commitments, prior-
ity would go those cities where local aid
accounts for in excess of 50 percent of the
total local budget

Finally, the gubernatorial designees would
convene a working group of Middle City mayors
and managers to advance best practices and to
suggest state policy and legislative reforms.
Included in the discussions would be reforms to
the Urban Renewal Development Fund, the Tax
Increment Financing program, and housing and
permitting programs to allow for greater flexibil-
ity and broader involvement of the private mar-
ket in housing and business development in
anchor neighborhoods.




l. INTRODUCTION: MipDLE CiTiES TobpAY

Massachusetts, like many other northeastern
seaboard and Rust Belt states, has old cities that
face the challenges that come with age, such as
significant infrastructure degradation and a
higher structural cost of doing business.
However, the more important challenges that our
cities face are the results of a loss of functional
purpose, the hollowing out of the industrial and
commercial base, with the long-term effects of
the flight of the middle-class and the concentra-
tion of a near permanent underclass. What fol-
lowed in nearly every case was the sclerosis of the
political class, the poor delivery of key services
such as education, the loss of a sense of public
order, and sometimes even the flourishing of
organized crime.

Massachusetts certainly has a number of
cities that have been able to attract business and
improve quality of life due to the development
of new high-tech business sectors and an influx
of younger workers. For example, Cambridge
and Boston have profited greatly from the high
number of first-rate educational institutions
and the workers and businesses these spawn. In
addition, there are some smaller localities out-
side of Boston and Cambridge that are out-
competing the Middle Cities, such as Andover,
the home of Raytheon, Billerica with Millipore,
and Marlborough with Cytyc Corp. and
Sepracor, Inc.

Development pressures and lower land values
have driven development past 128 to the 495 belt-
way. Currently, Worcester is experiencing growth
as the development barrier continues to expand
westward. Notwithstanding underutilized hous-
ing, older cities across the Commonwealth have
been a limited asset in addressing the housing
shortfall that has driven up prices faster in Eastern
and Central Massachusetts than in all but one
metropolitan area in the United States. This paper
seeks to understand how these “Middle Cities”

can be catalyzed to grow by understanding what
got them where they are today, how they are per-
forming at present, and what state measures have
been most effective in the past.

For the purposes of this paper, we have defined
Middle Cities based on three objective factors—
population, income per capita, and equalized valu-
ation (i.e., “EQV;,” a measure of property value) per
capita. We have allowed, however, certain excep-
tions based on two slightly more subjective meas-
ures—geographical distribution and separation
from the Boston economy. We analyzed those cities
with populations greater than 40,000, income per
capita of less than $20,000, and EQV per capita of
less than $80,000. These cities generally have seen a
significant influx of immigrant populations and
have also had persistent difficulties creating,
attracting, or retaining businesses. For the sake of
geographical distribution, we have also included
Fitchburg and Pittsfield, although the former is just
below the population cutoff and the latter has a
higher per capita income than our threshold. Some
of the Middle Cities, it is worth noting, have been
performing better than others, with Lowell being
the closest to a success story and other cities in the
sample having shown strong improvement in cer-
tain areas of service or economic growth.

Pioneer Institute’s Middle Cities Initiative
focuses on the fourteen cities shown in Figure 1-
1 below, which are home to more than 1.1 mil-
lion residents, or 18 percent of the state’s
residents. The significance of this population is
best emphasized by comparing it to the “inner
core” of the Metropolitan Boston area, which has
23 percent of the state’s population.?

The issue of how best to work with Middle
Cities has interested a number of important
scholars, developers and community develop-
ment corporations, business organizations, and
federal, state and local government officials.
Many prominent academics and policy actors
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have examined the challenges facing cities in the
United States. Harvard Professor Michael Porter
initiated a broad (and often contentious) discus-
sion of the economic potential of urban areas
with the publication of “The Competitive
Advantage of the Inner City,” emphasizing the
strengths and opportunities of existing inner city
communities and market-based solutions to pro-
moting their growth. Other academics have
looked more closely at demographic data to
determine which cities are growing and exam-
ined commonalities across high-growth cities.
For example, in a series of papers,’ the Harvard
economist Ed Glaeser has identified a number of
trends common to growing urban centers—high
human capital, strong service industries (as
opposed to a dependence on manufacturing),
warm weather climates, and “sprawling” automo-
bile-focused design.

Other studies have tightened their focus on
“weak market cities” The Metropolitan Policy
Program of the Brookings Institution has defined
weak market cities as those ranked in the bottom
third for long-term employment growth, per
capita income growth, unemployment rate,
poverty rate, and labor force participation.
Kimberly Furdell and Harold Wolman, in their
“Toward Understanding Urban Pathology:
Creating A Typology of ‘Weak Market’ Cities,”
have notably incorporated other measures like
annual payroll growth, growth in business for-
mation, median household income, and labor-
force participation rate.

Within Massachusetts, several studies have
begun to grapple with city-level and state-level
policies to revitalize urban centers. In 2000, the
Worcester Municipal Research Bureau published
“Revitalizing  Worcester’s Neighborhoods,”
emphasizing the role of neighborhoods and
aggressive property-related measures. More
recently, the Center for Urban and Regional
Policy at Northeastern published “The Rebirth of
Older Industrial Cities,” a synthesis of interviews
with business leaders and commercial real estate
developers that focused on the barriers to urban
development in five Massachusetts cities. The

study identified a number of key barriers and
proposed remedies. In December 2006, the
Citizens’ Housing Planning Association and the
Massachusetts Association of Community
Development Corporations produced “The State
of the Cities—Revitalization Strategies for
Smaller Cities in Massachusetts.” This report
combined an analysis of demographic data with
case studies to draw several lessons on revitaliza-
tion, identify community-specific policies, and
propose a number of new policies.

This paper seeks to build on this previous
work by bringing together the available macro-
data on Middle Cities, a detailed accounting of
state funding, and an examination of two recent
state interventions. On this foundation of data
and experience, it provides a detailed, systematic
roadmap for state-level public policy makers
interested in engaging Middle Cities on a positive
pathway forward.

While the recent interest in the potential of
Massachusetts’ Middle Cities is certainly encour-
aging, the implementation of systematic thinking
on practical measures to revive them has been
weak. The focus has too often been on how to
ensure that development does not force long-
term residents and users out of the market as
development pressures mount in Massachusetts’
strong market areas. As a result, state policy mak-
ers lack tools and frameworks for coordination,
and local officials have far too few resources at
hand. State efforts to stimulate redevelopment in
Middle Cities often is based on large public works
“ribbon cuttings,” an uncoordinated mix of
agency grant or loan programs, or technical assis-
tance. Few of these have had long-term measura-
ble impact, and state agencies working in the
same city are often at cross-purposes.

This state of affairs stems from the lack of an
overall vision as to what the state can accomplish,
a lack of clarity as to whether it has the political
will to engage in this endeavor, and a lack of
debate about its proper role. To be specific, the
state has not meaningfully incorporated a means
of attracting the private market to its Middle
Cities. Many of the relevant state programs are




meant to stem the effects of development pres-
sures in hot housing markets and, therefore, are
not conceived in a manner that seeks to maxi-
mize private sector involvement. However, given
their size and regional importance, only the pri-
vate sector has the resources to fully and stably
revive the Middle Cities.

As we compete with other states (and other
nations) for businesses and jobs, we cannot afford
to write off the nearly a fifth of the state’s popula-
tion residing in our 14 Middle Cities, ignore the
drag these cities exert on the state’s economic
competitiveness, or disregard the opportunity
cost (what they could contribute economically if
functioning well). One could argue that, if the
economic function of these cities has disappeared,
it may make more sense to leave the “places” alone
and invest in “people.” However, this view ignores
the fact that cities do not just disappear, and that
the state remains the creditor of last resort.
Because the bulk of their former employment
bases are gone for good, these cities, together with
the business community, must reinvent them-
selves if they are to thrive, or even survive, in the
coming century. Such an endeavor will require a
significant effort to ensure that the cities hold the
main ingredients to achieve some level of appeal,
including a well-educated workforce, safe places
to live, and fiscal management that employers can
rely on not to increase their costs every year. The
challenges in each of these areas are persistent and
substantial. They are in great part defined by the
vital economic role that these cities played histor-
ically and causes of their decline.

Figure 1-1 reveals change in population in
Middle Cities since 1970. In fact, in terms of
numbers, little has changed. In 1970, there were
1.17 million residents in the 14 cities in the sam-
ple, and in 2006, 1.15 million. That obscures,
however, the important demographic and eco-
nomic shifts, with steep increases in temporary,
immigrant, and even illegal immigrant popula-
tions. There have also been large changes in the
immigrant population itself, with a large influx of
southeast Asians and Spanish- and Portuguese-
speaking immigrants.

Figure 1-1. Middle City Populations

% Change
Municipality 2005 1970-2005
Brockton 94,632 6.3%
Chicopee 54,680 -18.0%
Fall River 91,802 -5.3%
Fitchburg 40,045 —7.6%
Holyoke 39,958 —20.3%
Lawrence 71,314 6.6%
Leominster 41,804 26.9%
Lowell 103,111 9.4%
Lynn 88,792 -1.7%
New Bedford 93,102 -8.5%
Pittsfield 43,860 -23.1%
Springfield 151,732 -7.4%
Taunton 56,251 28.6%
Worcester 175,898 —0.4%
Middle Cities Total 1,146,981 —-2.3%
State Total 6,398,743 12.5%

Figure 1-2 presents a geographic summary of
population trends during the last 35 years.
Brockton and Taunton, together with Leominster,
are growing steadily. Lawrence and Lowell lost
population in the 1970s, but have been growing
ever since. (Lynn and Worcester have behaved sim-
ilarly, but from 1970 to 2005 there has been little
absolute change in population in either city.) Half
the cities in the sample have steadily lost popula-
tion over the last third of a century. Falling into
this category are Chicopee, Holyoke, Springfield,
Pittsfield, Fall River, New Bedford, and Fitchburg.*

Figure 1-2. Middle City Population Changes, percent, since 1970

Post-1970 MC Pop.% Change

Boston Loop 7.4%
Northeast 8.2%
Southeast —6.9%
Central 1.9%
West -14.1%
Middle City Average -2.3%
State Average 12.5%
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What is remarkable is that, in spite of consid-
erable negative trends in educational attainment,
public order, business and job growth, and fiscal
management, these numbers have not fallen sub-
stantially in more than half a century. The Middle
Cities have become more and more centers of
immigrant populations and have increasingly
served either as the springboard toward social
mobility outside the city or an impediment to
assimilation. The fear that these cities become
traps for immigrants, where they remain margin-
alized from the rest of society is not unwarrant-
ed—especially after the seemingly permanent
under-class in New Orleans came into the clear
view of all Americans after Hurricane Katrina.

The physical identities of these cities are condi-
tioned in great part by the historically significant
manufacturing role they played in the
Massachusetts economy. The design and layout of
many of these communities represents the indus-
trial operations of a century ago. Lawrence,
Holyoke, and other cities are all designed around
industries no longer present, requiring major
infrastructure changes to shift existing structures
to new economic opportunities. During their
respective golden ages, many of these Middle
Cities experienced strong population and eco-
nomic growth. For example, the textile industry
powered the growth of Lawrence and Lowell in the
Merrimack Valley. Textile production and a world-
class fisheries industry drove the growth and
regional predominance of Fall River and New
Bedford. Brockton and Lynn were centers of shoe
manufacturing and leather processing, while the
plastics industry was once integral to the growth of
Leominster. Manufacturing, in forms ranging
from electrical components to armaments and
machine tools, was the driving force behind indus-
trial development in Pittsfield and Springfield.

Most of the Middle Cities played a role in the
Revolution, and they were economic successes dur-
ing the United States’ economic expansion during
the 19th century and rise to a global superpower
during the late 19th and early 20th century. Since
the mid-20th century, however, the Middle Cities
have been in steady decline. Factories have closed in

large numbers, and there has been a significant
exodus of commerce and financial institutions.
Each one of these economic success stories has
been followed by varying degrees of decline, as tex-
tile, shoe, and other manufacturing moved to
lower cost, higher technology centers domestically
and abroad, fisheries suffered from declining
stocks and overseas competition, and the defense
industry consolidated in other parts of the coun-
try. After the loss of manufacturing jobs, these
communities have struggled to reinvent them-
selves, even as surrounding communities have
thrived, attracting new businesses, cultivating local
business opportunities, improving educational
outcomes, and maintaining safe neighborhoods.

The Rise of a Permanent Underclass

The loss of businesses and jobs was not followed
by new small business creation. The flight of the
middle class has often been described as a drain
in resources and access to capital. But, in truth, its
more important impacts are more accurately
described as both a brain drain and an equity
drain. While capital became scarce in the 1970s,
the passage of the Community Reinvestment Act
(CRA) in the 1970s ensured that some measure
of capital was available through the 1980s—and
then the wave of bank mergers in the 1990s made
billions of dollars available to downtown rein-
vestment across the country. Some measure of
progress came, but the promised impact of the
CRA money has not materialized. It is at least
arguable that this is because, while access to cap-
ital is important, you need to have real people
who can buy the goods and services offered. That
is, we may have solved the access to capital issue,
but cities need to have people with equity—peo-
ple who represent the demand side of the equa-
tion. You need a flourishing middle class, and
that is not what we have in our Middle Cities.
On the contrary, we have an increasingly perma-
nent underclass. Figure 1-3 shows the unemploy-
ment levels for these cities in 1990, 2000, and 2005.
In each of these years, all 14 cities have higher lev-
els of unemployment than the state average, with




the exception of Pittsfield in 2005, which tied the

Figure 1-3. Middle City Unemployment, Percentage of Overall

state average.’ Probably more importantly, of these Workforce
cities, only Chicopee, Fitchburg, and Brockton have Municipality 1990 2000 2005
made substantial progress on reducing the%r unem- Worcester 73% 3.3% 5.3%
ployment levels. (New Bedford and Fall River have
. . Springfield 7.6% 4.4% 6.7%
reduced their unemployment rates but are still
more than three points higher than the state aver- Lowell 8.2% 3.3% 6.3%
age.) This lack of self-direction is further under- Brockton 9.0% 3.6% 5.7%
scoted by the fact that these'trends occur over the New Bedford 12.0% 6.5% 7 8%
period of welfare reform, which lowered the unem-
ployment numbers in urban areas, and because Fall River 12.3% >-0% 7.6%
official unemployment figures generally underre- Lynn 7.5% 3.4% 5.8%
ploym g g y y
port actual unemployment. . Lawrence 11.4% 6.4% 9.8%
The depth of poverty can be illustrated by
. . . . Taunton 8.0% 3.2% 4.8%
comparing per capita income (PCI) in the
Middle Cities to that of the state. While PCI Chicopee 6.7% 3.3% 5.3%
varies across the Middle Cities, as a whole they Pittsfield 6.7% 3.6% 4.5%
hfive a much higher conc‘entratlon of p9verty. L eominster 7204 32% 5 4%
Figure 1-4A shows that in 1999, PCI in the
Middle Cities was between $4,000 and $12,000, Holyoke 8.3% 4.2% 6.7%
or 16 to 50 percent, lower than the state average.® Fitchburg 8.9% 4.0% 6.3%
The same picture is painted by median house- State Average 6.0% 2.6% 4.5%
hold and family income data (see Appendix A).
Figure 1-4A. Per Capita Income, 1999, in the Middle Cities
PCI
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The Middle Cities’ PCI is not only lower but
declining relative to the state average. Figure 1-4B
shows that the Middle Cities’ PCI stood at 82 per-
cent of the state average in 1979, but declined to 74
percent in 1989 and further to 68 percent in 1999.

Figure 1-5 shows changes in the equalized
(property) valuation (EQV) in Middle Cities
from 1992 to 2004. Equalized property valuation
captures the value of the property assets of a

Figure 1-4B. Per capita Income, 1999, in the Middle Cities,
Average vs. State Average

85% -

80% -

5%

= Middle City PClvs
70% - State Average

B65%

1979 1688 1993

community (from which property tax revenues,
the most material of the local sources of funds, is
derived). Changes in property value also reflect
the amount of growth in a community as well as
increases in valuation that stem indirectly from a
number of factors—among others, improved
schools, safer streets, increased employment.

The standard figure for the property value in a
community is the “Equalized Valuation” that is
produced by the State Department of Revenue
and defined as “an estimate of fair cash value of
all taxable property in each city and town as of
January 1 of each...[and]... a measure of the rel-
ative property wealth in each municipality.”

Trends in EQV for the Middle Cities tell a
compelling story, and foreshadow their fiscal dif-
ficulties, particularly for those in western
Massachusetts.

While the EQV for the entire state grew at a
rate of 13 percent from 1992 to 2004, the Middle
Cities grew at a rate less than half of that, 6 per-
cent. Most notably, the Middle Cities in western
Massachusetts (as well as Brockton) grew at dra-

Figure 1-5. Middle Cities Equalized (Property) Valuations: 1992—-2004 ($Billions)

Annual
1992 1994 1996 1998 2000 2002 2004 Growth Rate

Brockton 3.56 3.04 2.81 2.89 3.33 4.42 6.00 2%
Chicopee 2.31 2.17 2.01 2.02 2.09 2.25 2.67 2%
Fall River 291 2.76 2.81 2.93 2.87 3.17 4.34 7%
Fitchburg 1.42 1.31 1.18 1.18 1.27 1.50 2.04 6%
Holyoke 1.54 1.37 1.12 1.26 1.45 1.49 1.69 2%
Lawrence 2.04 1.34 1.12 1.20 1.45 2.02 2.88 6%
Leominster 1.90 1.72 1.71 1.73 1.95 2.36 3.06 8%
Lowell 3.82 3.17 2.64 2.71 3.13 4.16 5.83 7%
Lynn 3.21 2.63 2.45 2.48 3.00 4.13 5.89 11%
New Bedford 3.10 3.01 2.95 2.83 2.83 3.28 4.69 7%
Pittsfield 2.37 2.04 1.98 2.05 2.05 2.25 2.55 1%
Springfield 5.32 4.78 4.10 3.93 4.26 4.86 5.78 1%
Taunton 2.14 2.08 2.25 2.39 2.60 3.19 4.54 13%
Worcester 6.84 5.79 5.41 5.54 6.01 7.25 9.69 6%
Total 42.48 37.22 34.56 35.13 38.28 46.31 61.67 6%

Source: MA Department of Revenue Division of Local Services Muncipal Data Bank website,
http://www.mass.gov/Ador/docs/dls/mdmstuf/PropertyTax/Eqv7004.xls, last accessed 1/8/07




matically slower rates than the average—2 per-
cent or lower for Chicopee, Holyoke, Springfield,
and Pittsfield. The decline of the Middle Cities
might be indicated by the startling statistic
embedded in the above table: in aggregate, the
Middle Cities shed over $7 billion dollars in
property value from 1992 to 1998. Only signifi-
cant rebounds in 2002 and 2004 provide growth
over the time series.

In order to make our urban centers places
where local businesses can be created and where
entrepreneurs may want to invest, cities and the
state must look to make them attractive to an
educated workforce and to the middle class. That
will require attention to basic quality of life con-
cerns, not only public order and educational
opportunity but also good fiscal management
and economic development. Before providing a
comprehensive strategy for driving good out-
comes in these four areas of policy, we present
data on three of these quality of life measures.

A Punishing Lack of Public Order

The Commonwealth’s Middle Cities have crime
rates well above per capita averages for the rest of
the state. The elevated level of crime—whether
violent crimes, property crimes, or arson—is,
together with education, one of the most signifi-
cant hurdles to the reinvention and revitalization
of the Middle Cities as residential and commer-
cial centers.”

Figure 1-6A. Middle City Violent Crime Rate Crime Value/1,000

Figures 1-6A and 1-6B show a broad data set of
crimes per 1,000 in these cities. High crime rates
are not a given for urban areas as can be seen in
the variations across the range of Middle Cities.
For example, Chicopee’s violent crime rate is
one-third that of Springfield. Worcester’s proper-
ty crime rate is not significantly different from
that of the entire state, while Holyoke’s and
Springfield’s are strikingly high. Lawrence’s vio-
lent and property crime rates are comparatively
low (as are their fire and arson rates, shown in
Figure 1-7 subsequently). These variations may
result from the varied reporting methodologies,
which could skew the data. The variations also
could be caused by variations in the crime-fight-
ing and prevention strategies used by the depart-
ments, suggesting that there is an opportunity to
disseminate best practices and affect the level of
crimes across the cities.®

The rates of fires and arsons per 1,000 vary
widely across Middle Cities, as do the financial
damage totals caused by fires and arson. Figure 1-7
shows that Worcester (18.2), Holyoke (8.3),
Springfield (7.1), and Pittsfield (6.5) have the
highest per capita fire rates. The same cities have
the highest per capita arson rates. Again, fire haz-
ard rates vary across the Middle Cities with no
discernable pattern, which suggests possible
reporting and methodological problems. The
existence of the wide variation of performance
on these measures may indicate an opportunity
to disseminate effective strategies and practices

Figure 1-6B. Middle City Property
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Figure 1-7. 2004 Middle City Fire and Arson Statistics

City Fire/1000 Arson/1000
Worcester 18.2 0.78
Springfield 7.1 0.41
Lowell 0.57 0.02
Brockton 2.0 0.08
New Bedford 3.9 0.39
Fall River 5.6 0.37
Lynn 0.93 0.02
Lawrence 5.4 0.24
Taunton 1.06 0.11
Chicopee 4.4 0.07
Pittsfield 6.5 0.59
Leominster 6.4 0.33
Holyoke 8.3 0.45
Fitchburg 3.6 0.32

for making these communities safer, but it also is
an indicator of the challenges of utilizing cur-
rently available data.

The data presented here are not meant to be
exhaustive, but rather present a snapshot of the state
of public order in our Middle Cities. Certainly, city
managers will consider a variety of other data on
crime and the impact of fires and arson.

Figure 1-8. 2005 10th Grade ELA MCAS Performance'

Failing School Systems

It is well-known that students enrolled in the
Middle City public schools perform considerably
worse than elsewhere in the Commonwealth.
Figures 1-8 and 1-9 provide an overview of 10th
grade education achievement on standardized tests
in the Middle Cities.” While on average in
Massachusetts, 65 percent of students perform at an
“Advanced” or “Proficient” level in 10th Grade
English Language Arts, in the 14 Middle Cities none
come close, with a range of 29 percent to 55 percent
at that level. A majority of the cities fall between the
30 to 49 percent range. Statewide, 25 percent of stu-
dents “Need Improvement” in 10th Grade ELA, yet
in most of the Middle Cities more than a third of
students “Need Improvement.” The most sobering
finding is that while statewide 10 percent of the stu-
dents are classified as “Warning/Failing,” the major-
ity of Middle Cities have more than 20 percent of
their students in this category.

Math scores are even worse—especially in the
“Warning/Failing” category, where in most of the
Middle Cities more than 25 percent of their stu-
dents, compared to 15 percent statewide, are
ranked as such. While across Massachusetts, 62
percent of students are “Advanced” or “Proficient”
in the 10th Grade Mathematics test, in all Middle
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Figure 1-9. 2005 10th Grade Math MCAS Performance'!
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Cities but Taunton (56 percent), Pittsfield (55
percent), and Leominster (57 percent), less than
half the students score that high. In some cities it
is worse—23 percent in Springfield, 28 percent in
Fall River, 24 percent in Lawrence, and 35 percent
in Holyoke and Worcester.

Figure 1-10 shows that high school graduates
from the Middle Cities also attend college at lower
rates than the state average. Although it is encour-
aging that more Middle Cities high school gradu-
ates attend two-year colleges/universities than the
state average, far fewer attend a four-year college.
In the six cities furthest to the right in the figure,
the number of graduates planning to go to a four-
year college is 40 percent or more below the state
average. The aggregate number of high school
seniors entering college is below the state average,
except for Pittsfield, Worcester and Brockton.
Given the low graduation rates for two-year col-
leges (only 18.9 percent graduate within a three-
year window), it is probable that many fewer
Middle Cities high school graduates attending
state or community colleges actually obtain some
type of college degree.

Dropout rates in the Middle Cities are also
higher than the state average (see Figure 1-11
below). In the 2003-2004 school year, the drop-

out rate in every Middle City was higher than the
state average of 3.7 percent. Fitchburg, New
Bedford, and Fall River were at or near 10 per-
cent and Holyoke and Lawrence close to 11 per-
cent. The dropout rate of all the Middle Cities,
taken as an average, was roughly 7.3 percent,
almost double the state average."” Recently, the
Department of Education presented cumulative
dropout data covering the duration of high
school rather than the single year rates presented
below. According to the DOE, between approxi-
mately 14 and 18 percent of students drop out
over the course of high school in Leominster,
Worcester, Lowell, Brockton and Lynn; between
23 and 26 percent in Chicopee, Taunton,
Pittsfield, New Bedford and Fitchburg; and
between 34 and 40 percent in Springfield,
Holyoke, Fall River and Lawrence.

Because of low educational achievement, even
when employers settle into a Middle City, as
MassMutual and Bay State Medical have done in
Springfield, they are as likely to hire from outside
the city as within, leaving much of the underclass
untouched and unemployed. Informal interviews
suggest that roughly 35,000 of the 77,000 people
working in Springfield commute in from outside
the city limits.
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Figure 1-10. 2004 Plan of High School Graduates™
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Figure 1-11. High School Dropout Rates, 2003-2004
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Debilitated Municipal Fiscal Health

The fiscal sustainability of the Middle Cities is a
function of good management and having the
residential and commercial property base suffi-
cient (together with fees) to maintain the level of
core service provision adequate to a good quality
of life. In urban areas, key services start with pub-

lic education and public order. Some indicators
of fiscal health include bond ratings and the fis-
cal sustainability of the city given its long-term
commitments on such things as health care ben-
efits and pensions.

Figure 1-12 summarizes the bond ratings for
Middle Cities from 1990 to 2005. Bond ratings
present a snapshot of a community’s relative fiscal




health, but they should be viewed with certain
reservations. Bond ratings are generated by inde-
pendent rating agencies with vast experience as
objective analysts of municipal finance. However,
the reduction of such a complex set of data into a
single data point requires simplification.
Moreover, while a strong bond rating is desirable
and indicative of sustainable financial manage-
ment, achieving the topmost rating may not be
the most effective way to manage a municipality.

As a frame of reference, for 2006, 230 of the 266
rated municipalities in the state are rated in the
“A” range, including Boston. According to
Moody’s, ratings in the B range are for invest-
ments that “lack outstanding investment charac-
teristics and, in fact, have speculative
characteristics as well.” Seven of the thirteen
Middle Cities have bond ratings in the B range,
with Springfield as the weakest at Baa3. Brockton,
Chicopee, Leominster, Lowell, Taunton, and
Worcester have ratings in the A range.

One of the key factors underlying the bond rat-
ings is the sustainability of the debt load of each

Figure 1-12. Moody’s Bond Ratings, Middle Cities

community. Figure 1-13 summarizes a key debt load
metric—the ratio of a community’s total debt versus
the value of its property. The numerator takes into
account all the debt obligations facing a community
while the denominator, EQV, again captures the
value of the property assets of a community (from
which property tax revenues, the most material of
the local sources of funds, is derived).

It should be noted, however, that it can be a
sound financial strategy for communities, particu-
larly Middle Cities, to take on debt for major cap-
ital projects. Thus we might expect their debt ratio
to be higher than the state average, especially since
there are a number of smaller communities with
minimal infrastructure needs and little or no debt
embedded in the state average. We can remove
some of this skew by calculating a “Debtors of
Scale” average, counting only those communities
that have borrowed more than the state average
over the past six years and who have outstanding
debt in 2006. However, even this adjusted average
is meant for comparative purposes only, not as an
upper threshold for the Middle Cities.

1990 1995 2000 2003 2004 2005 2006
Brockton BA Ba A3 A2 A2 A2 A2
Chicopee A A A3 A3 A3 A3 A3
Fall River BAA1 BAA Baa2 Baal Baal Baal Baal
Fitchburg BAAL1 Baal Baal Baal Baal Baal Baal
Holyoke BAA Baa Baal Baal Baal Baal Baal
Lawrence BA Ba Baa3 Baa2 Baa2 Baa2 Baa2
Leominster AA Baal Baal A2 A2 A2 A2
Lowell BAA BAA A3 A2 A2 A3
Lynn BAA1 Baal Baal Baal Baal Baal Baal
New Bedford BAA BAA Baa3 Baa2 Baa2 Baal
Pittsfield A A3 Baa2 Baa2 Baa2 Baa2
Springfield BAA BAA Baa3 Baa3 Baa3 Baa3 Baa3
Taunton A A A3 A3 A3 A3 A3
Worcester BAA1 BAA1 Baal A3 A3 A3 A3

Source: Massachusetts Department of Revenue Division of Local Services Muncipal Data Bank website,
http://www.mass.gov/Ador/docs/dls/mdmstuf/Debt_OtherFinanciallndicators/moodybond.xls, last accessed 1/8/07.

NB—Moody’s ratings run in declining order from Aaa to Aa to A to Baa to Ba to B. In 1997, Moody’s added numbers to its rating system to provide

additional guidance—each letter grade had 1, 2, and 3 added to it, with 1 representing the top third of that letter grade down to 3 representing the lower third.
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Figure 1-13. Total Debt to Total Value of a Community’s Property (EQV), 2002, 2004, 2006

Equalized Equalized Equalized FY02 Total FY04 Total FY06 Total 2002 2004

Valuation Valuation Valuation Outstanding Outstanding Outstanding Debt/ Debt/
Municipality 2002 2004 pLI Debt Debt Debt EQV EQV
Brockton 4,420,483,600 6,003,792,100 7,755,218,300 82,339,746 72,719,476 86,930,065 1.9% 1.2% 1.1%
Chicopee 2,245,227,200 2,671,988,900 3,205,345,300 21,317,987 16,875,069 16,733,166  0.9%  0.6% 0.5%
Fall River 3,166,310,800 4,343,771,700 6,393,670,700 92,167,815 190,451,247 198,787,069 2.9% 4.4% 3.1%
Fitchburg 1,496,433,500 2,038,991,700 2,666,511,900 75,852,305 72,584,838 74,437,967  5.1%  3.6% 2.8%
Holyoke 1,489,955,600 1,688,257,400 2,080,918,800 68,845,000 58,500,001 53,135,002 4.6% 3.5% 2.6%
Lawrence 2,022,345,300 2,879,962,100 3,750,838,800 132,280,433 122,356,096 125,751,360  6.5% 4.2% 3.4%

Leominster 2,360,140,400 3,064,606,000 3,983,376,300 28,381,497 31,234,120 31,485,680 1.2% 1.0% 0.8%

Lowell 4,160,223,600 5,834,289,000 7,265,307,200 191,715,984 196,992,865 189,502,376  4.6%  3.4% 2.6%
Lynn 4,129,696,800 5,892,730,000 7,240,287,700 105,139,110 95,819,110 89,140,000 2.5%  1.6% 1.2%
New Bedford  3,278,457,000 4,687,147,600 6,311,715,700 207,099,856 187,296,103 n/a  63% 4.0% n/a
Pittsfield 2,248,345,900 2,551,381,300 3,058,928,100 74,390,000 65,430,000 n/a  33% 2.6% n/a

Springfield 4,855,465,800 5,778,583,600 6,954,124,300 253,268,877 296,764,150 284,514,775 5.2%  5.1% 4.1%

Taunton 3,187,799,600 4,540,568,000 6,075,770,600 83,066,916 85,651,474 n/a  2.6% 1.9% n/a
Worcester 7,248,688,400 9,694,617,900  12,571,998,500 554,019,365 555,556,877 570,847,682 7.6%  5.7% 4.5%
Middle

Cities Total 46,309,573,500 61,670,687,300 79,314,012,200 1,969,884,891 2,048,231,426 1,721,265,142 4.3% 3.3% 2.2%

State Average 1,825,866,734  2,324,852,758  2,815,347,242 27,198,555 30,510,511 22,920,619 1.5% 1.3% 0.8%

State Average
(Debtors of
Scale) 4,242,808,300 5,311,251,282  6,332,472,106 77,122,812 85,383,231 85,663,092 1.8% 1.6% 1.4%

Source: MA Department of Revenue Division of Local Services Municipal Data Bank website, multiple webpages.

N.B. Debtors of Scale is defined as those communities that have outstanding debt in 2006 and have borrowed in excess of the state average for 2002,
2004, and 2006. This measure is designed to weed out many of the smaller communities that carry little or no debt.

A key complementary element of this measure their debt dramatically and many have
is the completion and adhere