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Residential & Business Property Value Dynamics
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Report Objectives
Part Il in this series looks at:
B Trends in residential and business property values

" Mixed-use property and its impact on property values and city life
" Preferential tax treatment for residential property versus business property
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Background

Both the City’s residential and business property values experienced sharp increases from FY13 to FY19: a 79%
($47.5 billion) increase in residential value for a total of $107.6 billion and 78% ($24.8 billion) increase in
business value for a total of $56.9 billion. Favorable economic conditions and renewed interest in city living
have been significant drivers of both residential and business property values and, in turn, a critical source of
revenue increases for the City through a growing property tax base. Residential value accounted for 65% of the
City’s $164 billion total property value in FY19 while business value accounted for 35%. A combination of value
appreciation of existing property and development of new property contributed to the dramatic increases in
total residential and business property values.

Property Value Trends
FY13-FY19
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Report Findings

Preferential Tax Treatment for Residential Property

The City continues to shift as much of the tax burden onto business property as allowed by state law to provide
preferential tax treatment for residential property owners. In FY19, business property accounted for just 35%
of the City’s total property value, but paid 60% of the total tax levy. Residential property represented 65% of
the total property value but paid just 40% of the total tax levy. If the City did not shift residential property tax
burden onto business, the residential property tax burden would increase substantially: residential property
taxes would have been $609.6 million more in FY19.
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Property Value Distribution in FY19 Property Tax Burden Distribution in FY19
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Mixed-Use Development Drives Growth

In recent years, more mixed-use development has been taking place in Boston and has been the main
driver of growth in both residential and business property values. By combining both residential and
commercial uses into one development, mixed-use projects are an important vehicle for advancing a
range of policy aims. These aims include economic revitalization, establishing stronger community
identity, improving walkability and mobility within neighborhoods and creating efficient land use.
Examples of mixed-use development include: 1) a mostly-residential building with a retail store on the
first floor and apartments or condos on the upper floors or 2) a mostly-commercial building with retail
use on the first floor, office space on the second and third floors, and apartments on the fourth floor.

The City has been encouraging mixed-use development along main street districts to create more dynamic
and livable urban spaces where residents can access most amenities and services in their own
neighborhoods. Encouraging mixed-use development in Boston’s core and peripheral neighborhoods is a
guiding principle of Imagine Boston 2030 and is a significant feature of the City’s strategic vision.

The focus on mixed-use development in recent years is reflected in the numbers. From FY13 to FY19, the
total value of Boston’s mixed-use property increased by more than $8.3 billion (a 169% increase), from
$4.9 billion to $13.2 billion. As of FY19, the total residential component of all Boston’s mixed-use
properties is valued at $10.4 billion and the commercial component is valued at $2.8 billion. The total
number of properties classified as mixed-use increased by 20, from 2,337 to 2,357, over the FY13 to FY19
period.

While value appreciation did occur across all Boston neighborhoods, the increase in mixed-use value was
not widely distributed—most was concentrated in a few core neighborhoods. Out of all the wards,
Downtown (Ward 3), Back Bay (Ward 4), and the Seaport (Ward 6) combined experienced a total increase
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in mixed-use value of $5.2 billion. In contrast, the other 19 wards in total experienced an increase in
mixed-use value of $3.1 billion.

Our analysis excludes 500 additional new mixed-use properties that, in FY19, were coded as mixed-use as
a result of expiring 121A tax agreements or technical changes made by city assessors, conditions which
do not amount to a true increase in mixed-use value. The Harbor Point apartments and changes in their
classification, are illustrative. In FY13 the apartments, which are based in the Savin Hill area of Dorchester
(Ward 13), were classified as a residential building. In FY15, the City designated a new restaurant
developed as a part of the building as commercial property. As a result, the City reclassified the same
property as mixed-use due to the addition of the restaurant. Even though the commercial component—
the new restaurant—makes up a modest share of the property overall, if Harbor Point was included in the
mixed-use analysis it would appear that Savin Hill gained an additional $171.6 million in mixed-use value
in FY19 (the value of the entire property).

Mixed-Use Property Value FY13-FY19 (Value in billions)

Mixed-Use FY13 FY19 * % Increase
Residential $3.4 $10.4 202%
Commercial $1.4 $2.8 92%
Total Mixed-Use $4.9 $13.2 169%

* FY 19 excluded value is $1.0B Residential and $0.2B Commercial

Business vs. Residential Increases by Neighborhood

Increases in residential and business value varied by neighborhood from FY13 to FY19. Some
neighborhoods, such as Charlestown (Ward 2), saw near equivalent percent increases in residential (73%)
and business (70%) values. Other neighborhoods experienced asymmetrical changes in value. Residential
value in East Boston (Ward 1) climbed by 117% while business value increased by 57%. A number of large
residential buildings have been developed on the East Boston waterfront and many Ward 1 residential
properties have experienced significant appreciation in value. Similarly, along the Washington Street
corridor in Jamaica Plain and Roxbury (Ward 11) residential value has increased by 86% compared to a
45% increase in business value.! Other areas of the City experienced more business value increase than
residential. In the Seaport (Ward 6) business value increased by 214% compared to 156% for residential.

! Changes in residential and business values didn’t translate into notable changes in the overall mix, or ratio, of
residential and business values in the Wards. The only neighborhood that experienced a change in the ratio of
residential to business property value exceeding 5% was East Boston (Ward 1), which saw residential value
increase from 66.6% to 73.4% of overall property value, while business value declined from 33.4% to 26.6%.

Research Bureau: Boston’s Boom Spikes Property Values, Part Il | Page 4 n m


https://www.facebook.com/BMRB1932/
https://twitter.com/researchbureau1
https://www.linkedin.com/company/boston-municipal-research-bureau/

Residential

B 2020 Mapbox & OpenStreatMap

0%

*CIP: Commercial, Industrial, Personal

Ward 1: East Boston

Ward 2: Charlestown

Ward 3: Downtown

Ward 4: Back Bay (Fenway, South End, Back B..

Ward 5: Back Bay (Back Bay, Beacon Hill)
Ward 6: Seaport

Ward 7: South Boston, Dorchester

Ward 8: South End, Roxbury

Ward 9: South End, Roxbury

Ward 10: Mission Hill

Ward 11: Rexbury, Jamaica Plain

Ward 12: Roxbury

Ward 13: Dorchaster, Savin Hill

Ward 14: North Dorchester, Mattapan
Ward 15: Dorchester, Meeting House Hill
Ward 16: Derchester (Neponset Cedar Grove)
Ward 17: Derchester (Lower Mills)

Ward 18: Hyde Park, Mattapan

Ward 19: Jamaica Plain, Roslindale
Ward 20: West Roxbury, Roslindale
Ward 21: Allston-Brighton

Ward 22: Allston-Brighton

R %
117%
73%
104%
71%
64%
156%
95%

85%

115%

B6%

75%

73%

83%
76%

CIP %

57%
70%
65%
62%
103%
214%
64%
117%
60%
72%
45%
70%
63%
70%
69%
52%
58%
56%
63%
48%
39%
66%

FY13-FY19 Value % Change by Ward

Business (CIP) *

© 2020 Mapbox ® OpenStreatMap

Research Bureau: Boston’s Boom Spikes Property Values, Part Il | Page 5

220%


https://www.facebook.com/BMRB1932/
https://twitter.com/researchbureau1
https://www.linkedin.com/company/boston-municipal-research-bureau/

