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A Key Question:A Key Question:

Are we addressing
h i bla housing problem,

a foreclosure problema foreclosure problem, 
or a community problem?
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Focus MattersFocus Matters

An exerciseAn exercise…
A search of keywords represented in the 
names of non profits at this conference:names of non-profits at this conference:

“Community” or “Neighborhood” – 5
“Housing” – 2
“Foreclosure” or “REO” – 1

The ranking seems right in the titles, but may 
differ from the policy responsesdiffer from the policy responses
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How You Frame the Problem
Affects the Solutions You Propose
If f l blIf a foreclosure problem –

Focus on avoiding or mitigating foreclosures
Possibly focus on legal proceedings … improve legal 
framework for foreclosure and bankruptcy

If a housing problem –
Change to more sustainable financing modelChange to more sustainable financing model
Focus on a sustainable home ownership model

If a community problem –
A more holistic approach – State/Federal Revenue Sharing
Focus on communities with clusters of REO/foreclosures
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Are We Framing The Right Problem?Are We Framing The Right Problem?

Clearly all three are elements of this crisisClearly all three are elements of this crisis
However, my own view is that too little 
policy focus has been on communitypolicy focus has been on community
problems because the focus has been on 
housing and foreclosureshousing and foreclosures
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A housing problem,
f l bla foreclosure problem, 

or a community problem? y p

Let’s examine some evidenceLet s examine some evidence,
From New England and Greater Boston…
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Falling home prices correlate with the prevalence of REO
30%

10%

20%

Change in House Sales Price vs. Concentration of REO Properties

(ZIP codes in CT, MA, RI)

0%

10%

0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32

REOs per Square Mile (April 2009)

n 
%

, 
20

05
-2

00
8)

-20%

-10% ZIP codes with 4 or more REOs per square mile

ZIP codes with fewer than 4 REOs per square mile

se
 S

al
es

 P
ric

e 
(in

-40%

-30%

Ch
an

ge
in

 H
ou

R² = 0.4413
(for ZIP codes with 4 or more 

REOs per square mile)
-60%

-50%

7Source: Federal Reserve Bank of Boston, based on raw data from  the Warren Group and LPS Applied Analytics



Communities with a high concentration of REO properties were faring
worse by measures of public safety, public health, and economic vitality
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Communities with a high concentration of REO properties were faring 
worse by measures of education and municipality fiscal capacity
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Maps show that clusters of REO are 
associated with depressed home pricesassociated with depressed home prices, 

but also a host of other community 
problemsproblems…
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Policy / Research ObservationsPolicy / Research Observations

Clusters of REO are associated withClusters of REO are associated with 
depressed home prices, but also a host of 
other community problemsother community problems
Causality must be better understood 
between foreclosures/REO and otherbetween foreclosures/REO and other 
community problems – including the 
impact on childrenimpact on children
We need a more holistic approach
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Policy / Research ResponsePolicy / Research Response

More funding for holistic solutions is neededMore funding for holistic solutions is needed
More research on which holistic solutions work
is neededis needed
Boston Fed researchers are working to shed 
light on facets of the problem:g p

New study: MA funding (state aid) is not going to 
communities with the most need and least capacity
t dd blto address problems
On-going research looking at collateral damage of 
crisiscrisis
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