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Welcome to the fall issue of  
Communities & Banking. In keeping 
with the season, we lead off with  
E. Chris Summerhill’s article on the 
necessity of hiring and retaining 
teachers of color in school  
systems. A teacher in the Boston  
Public Schools, his article focuses 
on the diversity gap in that district, 
but the insights apply broadly.  
Antoniya Owens also writes on education, 
examining teachers’ and administrators’  
reactions to the Common Core standards. 

In an article on the high prevalence of young people receiving  
Social Security Disability Insurance benefits in northern New 
England, Joyce Manchester cites the opioid crisis as one factor. 
A related piece by Shannon Monnat provides an overview of the 
region’s growing addiction epidemic. Rounding out coverage of 
some critical social issues, David Just and Gnel Gabrielyan take a 
nuanced look at unemployment and the popularity of lotteries in 
Maine, Robert Clifford and Osborne Jackson investigate the  
relationship between homelessness and subsidized housing,  
and Amy Higgins’s map reveals the demographics of childhood 
food insecurity.

Three articles focus on development and innovation. Katie  
Grace, Robin Hacke, and Carmen Panacopoulos introduce the  
Capital & Collaboration project, a partnership between the Boston 
Fed and Harvard University’s Initiative for Responsible Investment 
that is currently examining community investment in Working 
Cities in Massachusetts. Elisa Tavilla shows how commuting can 
be streamlined through mobile payments. And Sam Richardson 
describes a collaboration between Opportunity Finance Network  
(a nonprofit group of community development financial  
institutions) and Starbucks to create jobs. 

Francesca Forrest

Guest Editor 
CommunityDevelopment@bos.frb.org

Communities  
& Banking
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Boston Public Schools (BPS) is the oldest public school district 
in the United States. The City of Boston, the Commonwealth of 
Massachusetts, and the surrounding New England states have led 
the way nationally in education since this country’s inception. But 
Boston also has a long history of inequity in its many educational 
institutions. When federal district judge W. Arthur Garrity Jr. 
ordered busing to desegregate Boston’s public schools, he stated that 
the school district “knowingly carried out a systematic program of 
segregation affecting all of the city’s students, teachers, and facilities 
and … intentionally brought about and maintained a dual school 
system.”1 The 1974 Morgan v. Hennigan ruling sought not only to 
end the inequalities that students experienced due to segregated 
schools, but it also mandated that the district teaching corps diver-
sify in order to match the racial makeup of the envisioned integrated 
school system. The following year, Garrity’s ruling in Morgan v. Ker-
rigan provided guidelines for the recruitment and hiring of black 
teachers.2 Ten years later, it was reinforced in Morgan v. Nucci.3 

Judge Garrity’s ruling required that at least 35 percent of teach-
ers in BPS be persons of color (25 percent black teachers and the 
remaining 10 percent unspecified). At the time of his ruling, the 
largest minority in the City of Boston was African American. Boston 
steadily made gains in the hiring of black teachers and staff after 
Garrity’s mandate, but the number of black teachers was not quite 
23 percent in the 2011–2012 school year, and it dropped to 21 per-
cent in 2014.4 (See “Boston Public Schools: Teacher Race/Ethnicity 
2011–2012.”) Meanwhile, the student population in Boston Public 
Schools is currently only 14 percent white, whereas it is 41 percent 
Hispanic, 35 percent African American/Afro-Caribbean, and 9 per-
cent Asian.5 Despite Boston’s efforts, the gap between the teacher 
demographic and the student demographic is still striking. 

More than 40 years after the federally mandated desegregation of  
Boston Public Schools, the district is ramping up its efforts to diversify its  

teaching staff in an effort to meet the diverse needs of the students it serves.
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The Benefits of a Diverse Teaching Faculty
The push to recruit and hire more black teachers wasn’t primarily 
about opportunity and access for the teachers. Nor was it only about 
bringing the proportion of black teachers in line with the percent-
age of black students in the school system. The push was about the 
idea that all students should have an opportunity to learn from edu-
cators of many diverse backgrounds.

The recruitment and retention of a diverse teaching force isn’t a 
problem unique to Boston. In September 2015, the Albert Shanker 
Institute released an extensive report on teacher diversity in the United 
States. “The State of Teacher Diversity in American Education” pro-
files nine urban districts, including Boston. It makes a compelling 
argument for why “teacher diversity is an educational civil right for 
students” and provides recommendations for addressing the lack of 
diversity in the American education system.6 The report summarizes 
existing research on the benefits of teacher diversity: 

•	 Minority teachers may have greater motivation to work 
with disadvantaged minority students in challenging school 
environments, which may reduce teacher attrition in those 
schools.

•	 Minority teachers tend to expect more from minority 
students than nonminority teachers, which benefits the stu-
dents.7

•	 Minority students benefit from seeing people from their 
own racial and ethnic groups as successful role models and 
from the greater familiarity those teachers have with the 
students’ background.

•	 Positive exposure to people of different races and ethnic 
groups helps reduce stereotypes and unconscious biases and 
helps with cross-cultural social bonding.

•	 Exposure to teachers from a variety of backgrounds is good 
preparation for encounters in the wider world.

The report also identified the current problems preventing 
a surge in minority teachers nationally. The biggest issue is not 
recruitment and hiring of minority teachers, but attrition. Nation-
ally, minority teachers are leaving the profession at much higher 
rates than their nonminority peers. (See “Percentage of Teacher 
Turnover by Race and Ethnicity.”)The report’s authors investigated 
why the attrition rate was higher for minority teachers and reached 
the following conclusion:

While students’ race and ethnicity, poverty levels and school 
urbanicity are not factors in and of themselves, the same 
hard-to-staff, high-poverty urban schools that are more likely 
to employ minority teachers are also more likely to have 
less-desirable working conditions. And these less-desirable 
conditions, our data suggest, account for the higher rates of 
minority teacher turnover.8 

Source: Jeremy C. Fox, “Boston Struggles to Diversify Teaching Ranks,” Boston Globe, August 

24, 2015, with data from the Massachusetts Department of Elementary and Secondary Educa-

tion and the National Center for Education Statistics.
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Boston’s Diversity Efforts
Unlike 40 years ago, today Boston is making efforts to hire minority 
teachers not because of the federal mandate but because the district 
recognizes the value of having a truly diverse staff. Students in the 
system affirm the importance. Rachel Diaz, an eighth grader at the 
Tobin K–8 School in Roxbury, believes that the one teacher of color 
she had prior to this school year had a powerful impact on her. 
When speaking of him she noted, “[Mr. Donkor] cared about our 
education, and he would push us to do better because he wants us to 
be something in the future.” Santiago Martinez, a junior at the Eng-
lish High School in Jamaica Plain, counted about nine educators of 
color during his time as a student. He shared his belief about their 
importance: “When I started to understand how our society is, I 
realized the importance of having [teachers of color], that if they can 
be successful adults, I have a chance at being anything I want to be.”

The district has already begun implementing many of the rec-
ommendations of the report. It continues to aggressively recruit 
and retain high-quality teachers that match the diversity of its stu-
dent body. There has also been a surge in the hiring of more diverse 
school leadership and district-level administrators.

My own experience as an educator speaks to these efforts. I 
am a graduate of BPS and Morehouse College, a historically black 
college, as well as the Boston Teacher Residency (BTR) Program. 
BTR’s aim is to rigorously train diverse graduating classes of teach-
ers to be career educators in the Boston Public School system. Its 
partnership with BPS aids in the district’s goal to increase diversity. 
BTR maintains a minimum of 50 percent minority teachers in each 
of its class years. Its intensive practice-based model pairs teachers in 
training with veteran teachers in BPS. These veteran teachers serve 
as guides and mentors to aspiring teachers. They review and edit 
lesson plans and provide feedback on instruction, classroom man-
agement, and any number of other teaching responsibilities. BTR 
also tackles the attrition rate by requiring graduates to commit at 
least three years to the district. The BTR model has been and con-
tinues to be replicated in urban districts across the country. 

I am also a Boston Public School Recruitment Fellow through 
the Office of Human Capital. We are a diverse cohort of teachers 

and guidance counselors who help the district with its recruit-
ment efforts. We attend recruitment events, prescreen candidates, 
and conduct phone interviews on behalf of the district. Our work 
aims to recruit highly qualified diverse candidates. I am also a mem-
ber of the planning team for ALANA (African, Latino/a, Asian, & 
Native American) Educators. Boston’s ALANA program was cre-
ated by Ceronne Daly, the director of Diversity Programs, through 
the Office of Human Capital. ALANA Educators are committed 
“to supporting the retention and promotion of a highly qualified 
workforce that reflects the racial, cultural, and linguistic diversity of 
our students.”9 We do that by hosting monthly gatherings for the 
purpose of networking and connecting educators with the resources 
that they need to stay and grow within BPS—for example, we pro-
vide support around teacher licensure.

Both the Office of Human Capital and ALANA Educators have 
moved the dial toward creating a more diverse workforce at BPS.10 

Twenty-five percent of the new teachers hired for the 2015–2016 
school year were black. Apart from BTR, the district has created 
several channels that aim to increase that diversity even further by 
drawing promising teachers of color from Boston’s own community. 

It’s worth noting that these efforts and initiatives would be 
equally worthwhile outside of an urban context, or a public-school 
context. Although the Shanker report studied urban school districts, 
the benefits of diversity that it highlighted are universal. Rural, sub-
urban, private, parochial, and charter schools can all benefit from a 
workforce that accurately represents the diversity of our country. All 
students deserve and will benefit from a diverse educational experi-
ence that will prepare them for our diverse world.

E. Chris Summerhill is a history and social studies teacher in the Boston 
public school system and a recruitment fellow and ALANA Educators 
planning-team member. Contact him at e.c.summerhill@gmail.com.

Endnotes
1   Laura Crimaldi, “1974 Busing Decision Led to Strong Opinions, Reactions,” 

Boston Globe, June 21, 2014.
2   The text of the 1975 ruling is available online at https://casetext.com/case/

morgan-v-kerrigan-6.
3   See https://casetext.com/case/morgan-v-nucci-4.
4   Jeremy C. Fox, “Boston Struggles to Diversify Teaching Ranks,” Boston Globe, 

August 24, 2015; James Vasnis, “Officials in Boston Seeking Black Teachers,” 
Boston Globe, January 20, 2014.

5   Boston Public Schools Communications Office, “Boston Public Schools at a 
Glance, 2015–2016,” November 9, 2015, http://www.bostonpublicschools.
org/cms/lib07/MA01906464/Centricity/Domain/4/BPS%20at%20a%20
Glance%2015-1109.pdf.

6   “The State of Teacher Diversity in American Education” (report, Albert Shanker 
Institute, Washington, DC, 2015).

7   The report cites Seth Gershenson, Stephen B. Holt, and Nicholas Papageorge, 
“Who Believes in Me: The Effect of Student-Teacher Demographic Match on 
Teacher Expectations,” Economics of Education Review, March 11, 2016.

8   “The State of Teacher Diversity in American Education.” 
9   This is the ALANA Educators mission statement. For more on BPS’s diversity 

efforts, see “Diversity in BPS,” http://www.teachboston.org/diversity-in-bps/.
10   See “Human Capital Update” (report of Boston Public Schools to the School 

Committee, Boston, June 2015), http://s3.amazonaws.com/media.wbur.org/
wordpress/1/files/2015/09/0914_school-committee-doc.pdf.

Source: Richard Ingersoll, “What Do the National Data Tell Us About Minority Teacher Short-

ages?” in “The State of Teacher Diversity in American Education.”
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The relationship between subsidized housing 
and homelessness is hard to measure, but our 
research indicates that low-cost housing is 
likely to bring down homeless rates.

Federal and state governments spend considerable sums on hous-
ing programs for the poor. Programs that offer subsidized housing 
to mitigate homelessness have attracted increased interest in the 
wake of the foreclosure crisis that began in 2007 and extended well 
beyond the Great Recession of 2008–2009. However, whether sub-
sidized housing is effective at combating homelessness remains an 
unresolved question.

Homelessness in New England
On a single night in January 2014, nearly 580,000 people were 
homeless in the United States, with 32,500 of them residing in New 
England.1 Since 2007, trends in homelessness in New England have 
diverged from those in the nation overall, with national homeless 
counts on the decline but regional counts on the rise. 

When normalized to population to create a rate of homelessness 
(the number of homeless per 10,000 residents), we see that the rise 
in measured homelessness in New England has been driven exclu-
sively by a surge in homeless families in shelters and transitional 
housing, rather than increases in homelessness among unsheltered 
families or among individuals. (See “Homelessness Rates by Fam-
ily and Sheltered Status, 2007–2014.”) In contrast, sheltered family 
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The increase in the rate of sheltered family homelessness in 
New England is driven by the large increases in this measure in 
Massachusetts and Vermont. In turn, it’s possible that the increases 
in sheltered family homelessness in these two states reflect an inter-
action between nationwide market forces pushing more families out 
of their homes, such as rising rents and/or declining incomes, or 
policies in both states that guarantee access to shelter for homeless 
families. In both Massachusetts and Vermont, families are offered 
access to shelter even when traditional shelter beds are not avail-
able: hotels and motels are used for this purpose.2 In areas without 
such flexible shelter policies, if shelters fill to capacity, anyone who 
finds themselves homeless will likely either fall into the category of 
unsheltered homelessness or will find temporary accommodation 
(e.g., doubled up) with friends or family. Those who are unshel-
tered should be accounted for as such in homeless measures, but 
it is rare for families—as opposed to individuals—to be found in 
unsheltered situations. Homeless families are more likely to double 
up with friends or family, and if they do, they will not be recorded 
in homeless counts. Therefore, similar increases in family homeless-
ness across states might nonetheless boost official homeless counts 
more in Massachusetts and Vermont than in states without similar 
shelter guarantees. 

Unfortunately, it is difficult to observe changes in doubled-up 
populations in data sources, and the evidence remains inconclu-
sive about this explanation.3 Other potential explanations include 
unique market forces in states with rising rates of family home-
lessness and methodological issues with counting the unsheltered 
populations. However, these hypotheses cannot be easily studied 
with the limited data currently available on homeless populations.

A Role for Subsidized Housing?
Legislation passed by the US Congress in 2009 amending the defi-
nition of homelessness included this statement: “A lack of affordable 

housing and limited scale of housing assistance programs are the 
primary causes of homelessness.”4 Nevertheless, the role of subsi-
dized housing in reducing homelessness is extremely difficult to 
measure. This is because subsidized housing is not randomly placed 
across areas, making it challenging to determine the impact of such 
housing on homelessness, separate from related factors such as 
neighborhood poverty or unemployment.

To overcome this hurdle, we concentrate on one source of sub-
sidized housing: the Low-Income Housing Tax Credit (LIHTC). 
LIHTC, created in 1986, allocates tax credits to state housing 
agencies, which then distribute them to developers through a com-
petitive process. The tax credits provide a dollar-for-dollar reduction 
in tax liabilities over 10 years.5 

An advantage of focusing on LIHTC is that, under the pro-
gram, projects that are placed in low-income areas designated as 
“qualified census tracts” (QCTs) are awarded 30 percent more cred-
its than those in other areas.6 As a result of this rule, very similar 
tracts may receive different amounts of tax benefits for LIHTC-
funded projects due to differences in QCT eligibility. This 
creates a quasi-experiment in housing placements when comparing 
moderately poor neighborhoods just above and below the QCT eli-
gibility cutoff. For these similarly poor tracts, observed differences in 
LIHTC housing are assumed to be quasi-random, due to eligibility  
differences.7 

Impact of Subsidized Housing on Local 
Homelessness
Upon confirming that LIHTC leads developers to create subsidized 
housing, we examined the impact of such housing on local home-
lessness.8 In the figure “Impact of LIHTC on Homelessness in the 
Average Neighborhood Estimated Under Various Scenarios,” the 
confidence intervals around the estimates given in the graph indicate 
the precision of each estimate and the range of possible “true” values 
associated with a given degree of certainty.9 When we did not use 
QCT eligibility to create a quasi-random experiment, we observed a 
counterintuitive, significantly positive relationship between LIHTC 
activity and homeless counts. That is, homeless counts were higher 
where the availability of low-cost housing was greater. This positive 
relationship may be due to factors that make neighborhoods attrac-
tive to both developers and the homeless (for example, access to 
public transportation), or alternatively could result from developers 
preferring areas with higher rates of homelessness.
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homelessness has been flat for the United States as a whole, and the 
decline in national homelessness largely reflects falling rates among 
unsheltered families and individuals. (People are considered unshel-
tered if they are living on the street or in cars or tents, etc.) 
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 Once we introduced QCT eligibility to create a quasi-exper-
iment, initial plots showed LIHTC development was no longer 
associated with increases in homelessness in New England. Rather, 
we found that an additional project reduces the homeless count by 
24.9 individuals in New England and raises it by 4.4 individuals 
outside of New England. While neither estimate differs significantly 
from zero, the range of potential true effects in each case contains 
many negative values—that is, many values indicating decreases in 
homelessness. In fact, in New England, the majority of these poten-
tial true effects are negative. This suggests that, although we cannot 
rule out a zero effect with 90 or even 80 percent certainty, we can 
nevertheless infer that the true effect is much more likely to reduce 
homelessness than to have no effect or increase it.

9Communities & Banking

LIHTC development might result in side effects or “spill-
overs” across nearby tracts that diminish the estimated effect of 
local LIHTC activity on neighborhood homelessness. For example, 
additional low-income housing construction in a given tract might 
lower the amount of LIHTC housing developments in nearby tracts 
(i.e., supply-side or development spillovers), and/or LIHTC devel-
opment in a neighborhood could attract homeless populations from 
neighboring tracts who come in search of low-income housing (i.e., 
demand-side or mobility spillovers). Regardless of region, we find 
that adjusting for development spillovers has little impact on the 
results, although within New England, LIHTC projects are now 
estimated to reduce the homeless count by slightly more than in the 
initial quasi-experiment. In contrast, when accounting for mobil-
ity spillovers, we find that LIHTC activity leads to a decrease in 
local homelessness, regardless of region. Specifically, an additional 
LIHTC project now causes reductions of 33.4 and 9.4 homeless 
individuals in and outside of New England, respectively. Moreover, 
in both regions, the majority of the potential true effects are nega-

tive, particularly in New England, where we can now rule out the 
no-effect outcome with 80 percent certainty. 

Conclusion
Homelessness is on the rise in New England, driven by an increase 
in family homelessness. Developers do tend to generate low-income 
housing when offered incentives to do so. Our quasi-randomized 
experiments revealed that when mobility-related spillovers across 
neighborhoods are taken into account, the majority of the evidence 
suggests that local increases in subsidized housing are likely to 
reduce neighborhood homelessness, particularly in New England. 
Our results suggest that on average, an additional LIHTC project 
could potentially eliminate the majority of local homelessness.

Robert Clifford is a senior policy analyst in the Supervision, Regu-
lation & Credit department and Osborne Jackson is an economist 
in the New England Public Policy Center, both at the Federal Reserve 
Bank of Boston. 
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Endnotes
1   Meghan Henry et al., “The 2014 Annual Homeless Assessment Report to 

Congress: Part 1 Point-in-Time Estimates of Homelessness” (report, US 
Department of Housing and Urban Development, Washington, DC, 2014), 
https://www.hudexchange.info/resources/documents/2014-AHAR-Part1.pdf.

2   These policies are not unique to the region: New York City and Washington, 
DC, for example, have similar programs in place.

3   Using the US Census Bureau’s American Community Survey (ACS), we find no 
recent increases in the doubled-up population in states without flexible policies 
on shelter availability.

4   See the Homeless Emergency Assistance and Rapid Transition to Housing 
(HEARTH) Act of 2009, p. 33, section 1003(A).

5   The amount of credits a project receives is determined by applying the 
appropriate credit rate to the “qualified basis,” equal to the eligible project 
costs multiplied by the share of units to be rent restricted and occupied by low-
income residents.

6   A tract where at least 50 percent of households have incomes below 60 percent 
of the area median income is eligible to be deemed a QCT, due to the Omnibus 
Reconciliation Act of 1989. See Michael Hollar and Kurt Usowski, “Low-
Income Housing Tax Credit Qualified Census Tracts,” Cityscape: A Journal of 
Policy Development and Research 9, no. 3 (2007): 153–60.

7   A quasi-experiment has a framework similar to that of a traditional experiment 
but lacks random assignment to treatment and control groups. In place of purely 
random assignment, a quasi-experiment relies on other important restrictions or 
assumptions to achieve something that is like random assignment when those 
restrictions or assumptions are present.

8   In New England, we estimate that the stock of subsidized housing is increased 
largely through the rehabilitation of extant buildings, while outside of New 
England, subsidized housing is increased mainly through new construction.

9   For instance, the 90-percent confidence interval conveys that we can be 90 
percent certain that the “true” effect lies within the displayed range of values.

Impact of LIHTC on Homelessness  
in the Average Neighborhood Estimated  
Under Various Scenarios

Source: US Department of Housing and Urban Development LIHTC data and QCT 
eligibility data, US Census data, and authors’ calculations. Note: For the average 
tract, each estimate represents the change in the local homeless count in 2000 
associated with a one-project increase in 1994–1999 LIHTC development.

Impact of LIHTC on Neighborhood Homelessness 
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any other education initiative in recent history, the Common Core 
has required teachers to change their instructional focus, practices, 
and curricular materials. Education leaders have had to grapple with 
challenges like developing curricula aligned with the new standards 
and bridging gaps in teachers’ content knowledge in a relatively 
short amount of time. 

To learn more about how educators were implementing the 
Common Core, in the spring of 2015 the Center for Education 
Policy Research at Harvard University surveyed principals and 
mathematics and ELA teachers in 151 elementary and middle 
schools across five states (Delaware, Maryland, Massachusetts, New 
Mexico, and Nevada). The sample was designed to be representative 
of public schools in each of the five states. We solicited educators’ 
views on the standards, the training, and the supports they received 
in adjusting their teaching and curricular materials, among other 
topics. Overall, 1,498 teachers and 142 principals completed the 
surveys, equivalent to response rates of 86 percent for teachers and 
93 percent for principals. 

We also studied whether teachers’ exposure to strategies 
and supports designed to facilitate implementation of the Com-
mon Core was related to better student performance on the new 
CCSS-based assessments (Partnership for Assessment of Readiness 
for College and Careers, or PARCC, and Smarter Balanced), after 
accounting for numerous student, school, and teacher characteris-
tics. This article summarizes key findings from this research.1

The Common Core has provoked passionate 
debate, but a five-state survey found that 
teachers have been largely supportive and are 
adjusting their instruction.

The Common Core State Standards (CCSS)—or simply, the Com-
mon Core—consist of a set of benchmarks for what students in 
elementary and secondary schools should master in mathematics 
and English language arts (ELA) at each grade level. Since their 
release in 2010, the standards have been adopted in more than 40 
states, including all of New England. And almost since the begin-
ning, the standards—and the new assessments developed to test 
student knowledge of them—have provoked heated debate. Con-
servative lawmakers have argued that the standards constitute 
federal overreach into local policy matters. Some teachers’ unions 
and parent organizations have protested the burdens that standard-
ized testing imposes on students and teachers. 

For most states, the Common Core constituted a consider-
able departure from the previous generation of standards. The 
mathematics standards, for example, required changes in the tim-
ing, depth, and frequency with which topics are addressed across 
grades. For instance, students now begin multiplication of fractions 
in fourth grade and are expected to be fluent by the end of fifth 
grade—a grade level earlier than before in most states. More than 
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What Teachers and Principals Reported
Educators’ support is instrumental to the success of any education 
initiative. If teachers are unconvinced of the standards’ potential 
to improve students’ performance, they may be less inclined to 
invest time and effort in overhauling their instruction. The surveys 
revealed that teachers and principals in the five states have largely 
embraced the Common Core standards and 
believe that their schools are effectively imple-
menting them. Almost three quarters of teachers 
(73 percent) reported that teachers in their school 
have embraced the CCSS “quite a bit” or “fully”; 
about 90 percent said the same of their principal 
and district administrators. (See “Teacher and 
Administrator Support for CCSS.”) In a sepa-
rate question, 69 percent of principals agreed 
the CCSS “will have a positive effect on stu-
dent learning in the long run.” Moreover, more 
than eight out of 10 teachers agreed that their 
colleagues (81 percent) and their principal (83 
percent) were implementing the standards effectively; about three 
quarters (73 percent) reported the same for their district leaders.

Teachers also shared that they have made major changes to 
their instruction and materials to adjust them to the Common 
Core. Eighty-two percent of mathematics teachers and 72 per-
cent of ELA teachers reported having changed at least half of their 
instructional materials as a result of the CCSS. Three quarters of 
teachers (76 percent) also reported having changed at least half of 
their classroom instruction. (See “Changes in Instruction and Mate-
rials.”) When asked about specific instructional shifts emphasized 
by the Common Core, the vast majority (81 percent) of mathemat-
ics teachers reported an increased emphasis on students’ conceptual 
understanding of mathematics; 78 percent increased the time stu-
dents spend on real-world application of mathematical knowledge. 
Among ELA teachers, 86 percent reported having increased the 
amount of assigned writing that prompts students to support their 
views with evidence. Similarly, 85 percent of ELA teachers reported 
increased use of nonfiction texts in students’ reading assignments.

Given the vast changes in instructional practices and materials 
necessitated by the Common Core, it is not surprising that educa-
tors reported receiving substantial training on several CCSS-related 
topics, such as developing aligned materials or mastering new peda-
gogic techniques. In the early spring of 2015, teachers and principals 
reported having spent on average 3.8 days and 4.5 days, respectively, 
in formal professional development on the Common Core so far 

that year. The average teacher and principal also 
reported spending 4.5 days and 5.3 days, respec-
tively, in CCSS-focused professional development 
the previous school year (2013–2014). More than 
half of all teachers reported that staff from their 
own schools were the primary providers of Com-
mon Core professional development. 

While important, formal professional devel-
opment alone may not be sufficient to prepare 
teachers. Observing teachers apply CCSS-con-
sistent instructional techniques in the classroom, 
providing them with feedback, and helping them 

troubleshoot reinforces lessons learned in formal training. While 
the vast majority of teachers (89 percent) were observed in the 
classroom at least once in 2014–2015, less than half (47 percent) 
reported receiving explicit feedback afterward on how well their 
instruction matched Common Core expectations. And only 44 per-
cent reported that they could identify specific instructional changes 
they made as a result of that feedback.

Finally, in many states nationwide, the evaluation of teachers 
incorporates measures of students’ achievement. If these measures 
were tied to the Common Core, it could potentially give teachers 
added incentives to adjust their practices and materials. To shed 
more light, we asked teachers whether their students’ performance 
on PARCC, Smarter Balanced, or other CCSS-aligned assessments 
played a role in their formal performance evaluation in 2014–2015. 
Half of all teachers reported that it did. This share was particu-
larly high—at 87 percent—in New Mexico, the only state in the 
study in which students’ 2014–2015 PARCC test scores factored 
into teachers’ performance evaluations. (In the remaining states, the 
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Changes in Instruction and Materials

Teachers were asked, “Generally speaking, as a result of the CCSS, what percentage of your 

instructional materials in each subject has changed? How much of your classroom instruc-

tion has changed?”

Teacher and Administrator Support for CCSS

Teachers were asked, “To what extent would you say that the following individuals have 

embraced the CCSS?”
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identify teachers who are more successful at developing student 
writing, school districts will be better able to reward and retain 
those teachers. Districts will also be able to measure the impacts 
of professional development and other supports that help teach-
ers improve students’ writing skills, thereby informing better and 
more cost-effective programming choices.

* * *
Over the past few years, while the battle over the Common Core 
has raged, teachers have quietly retooled their practices, lesson 
plans, and materials to meet the new standards. The findings in 
this research provide a starting point for locating effective ways of 
supporting teachers in implementing the Common Core and lay a 
foundation for future research that digs deeper into what works and 
what doesn’t.

Antoniya Owens is the education program officer at the Boston Foun-
dation. At the time of this article’s writing, she was a project director 
at the Center for Education Policy Research at Harvard University.  
Contact her at antoniya_owens@yahoo.com.
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Endnotes
1    T.J. Kane, A.M. Owens, W.H. Marinell, D.R.C. Thal, and D.O. Staiger, 

“Teaching Higher: Educators’ Perspectives on Common Core Implementation” 
(Report, Center for Education Policy at Harvard University, Cambridge, MA, 
2016), http://cepr.harvard.edu/files/cepr/files/teaching-higher-report.pdf.

CCSS-aligned student outcomes came from interim assessments, 
district assessments, or student learning objectives.)

What Has Worked?
A novel feature of our study design is our ability to link teachers’ 
survey responses to their students’ test scores on the 2014–2015 
PARCC and Smarter Balanced assessments, as well as to state data 
on students’, teachers’, and schools’ characteristics and students’ 
prior academic performance. This enables us to observe whether 
a teacher’s exposure to a Common Core support was associated 
with better performance among her students, compared with the 
performance of students whose teachers did not receive such sup-
port, while controlling for a large array of factors that also affect  
student performance. 

In mathematics, we identified three promising CCSS imple-
mentation strategies: more professional development days, more 
classroom observations followed by feedback tied to the Com-
mon Core, and the inclusion of Common Core–aligned student 
outcomes in teacher evaluations. All three strategies were associ-
ated with higher student achievement on the PARCC and Smarter 
Balanced assessments in mathematics, controlling for students’ 
demographic characteristics, teacher and school factors, and stu-
dents’ prior performance on non-CCSS assessments.

In ELA, we were unable to point to any strategies that cor-
related with students’ performance. However, our results suggest 
that the new English assessments are more sensitive to instruc-
tional differences between teachers than the old ELA assessments, 
especially in middle school. This appears to be due to the fact 
that the new assessments place greater weight on student writing. 
While prior research on the old assessments deemed mathematics 
tests more sensitive than ELA tests to differences between teach-
ers, the new CCSS-aligned English assessments appear nearly as 
sensitive as the new mathematics assessments. This finding has 
important implications for practice. If the new ELA tests do 

The surveys revealed that teachers and principals 

in the five states have largely  

embraced the Common Core standards 

 and believe that their schools are 

effectively implementing them.

Articles may be reprinted if Communities & Banking and the author are credited and the following disclaimer is used: “The views expressed are not necessarily those of the 
Federal Reserve Bank of Boston or the Federal Reserve System. Information about organizations and upcoming events is strictly informational and not an endorsement.”



13Communities & Banking

The Scratch Ticket and the Numbers Game:  
Who Plays Which and Why?
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become less of an issue as most states offer lotteries. This has led 
to the introduction of multistate lotteries with larger jackpots and 
wider publicity. Maine joined the multistate Powerball in 2004, the 
Hot Lotto in 2009, the Mega Millions in 2010, and the Lucky for 
Life in 2012. All of these are multijurisdictional jackpot games con-
trolled by the Multi-State Lottery Association (MUSL).7  MUSL is a 
nonprofit, government benefit association that is owned and oper-
ated by its member lotteries. 

Not All Lotteries Are Equal
There are two main types of lottery games: draw and instant. Draw 
lotteries involve the purchase of a ticket possessing a set of num-
bers (either random or selected by the participant) that provide an 
opportunity to win huge jackpots reaching into the hundreds of 
millions of dollars. For example, in January 2016, the Powerball 
jackpot reached a whopping $1.6 billion. These jackpots are widely 
advertised; their size depends on the number of winners from prior 
rounds and their take. Game structure and jackpot size are two of 
the biggest factors affecting lotteries’ profitability. Researchers argue 
that the jackpot size has a bigger impact on lottery sales than likely 
expected winnings, suggesting an irrational “lotto mania” behavior 
on the part of consumers. The above-mentioned Powerball game, 
with the highest jackpot to date as of this writing, had a winning 
probability of one in 292.2 million (the overall odds of winning a 
prize in a Powerball game are one in 24.87 8), yet had a record num-
ber of participants.9 

Instant lotteries provide an opportunity for an immediate pay-
out at the time of purchase: having purchased a ticket, customers 
scratch an obscuring coating off boxes on the card to reveal whether 
or not they have won anything (winning requires all the revealed 
boxes to match). Instant games tend to offer much smaller winnings, 
although on rare occasions players can win close to $2 million.10 

Who Plays the Lottery and Why It Matters
People with low socioeconomic status are more likely to play the 
lottery than those who are better off. Lower-income households and 
individuals spend a larger share of their income on purchases of 
lottery tickets than do those with higher incomes.11 This by itself 
is not particularly damning if it merely indicates that lotteries are 
a cheap form of entertainment. However, this does not appear to 
be the case. Some have found that simply feeling poor increases the 
likelihood of purchasing lottery tickets, regardless of actual income 
level.12 Moreover, lottery ticket sales do not appear to substitute for 
attendance at movie theaters or other cheap forms of entertainment.13  
Behavioral theories of financial risk taking suggest that individu-
als are more prone to take risks when they have experienced recent 

Average Lottery Sales and Unemployment Rate by 
Zip Code in Maine (adjusted 2010 dollars)

Note: The unemployment rate is the percentage of people who are jobless and are actively 

looking for work.  Source: Lottery sales information was obtained from the State of Maine 

through a Freedom of Access Act request. Unemployment figures are from the US Bureau of 

Labor Statistics.
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Currently, 44 states offer consumers the opportunity to play the 
lottery.1 Lotteries are often touted as a simple way to raise funds 
without increasing taxes. In the most recent economic downturn, 
some states—notably Maryland—made the lottery an integral part 
of their plans to avoid budget cuts. Because those who play the lot-
tery do so voluntarily with the hope of obtaining a big payout, at 
first blush it is hard to point to obvious losers in this revenue-gener-
ating scheme. Even those who do not win can claim some form of 
cheap entertainment that perhaps justifies the expense.

Lotteries have grown significantly since their introduction in 
1964 by New Hampshire.2 More than $70 billion was spent on lot-
tery tickets and games in the United States in 2014,3 which averages 
out to around $300 per year per adult. However, the growing litera-
ture on what drives lottery play indicates that much of the impetus 
appears to be financial desperation on the part of participants rather 
than entertainment seeking.4 

The Maine State Lottery was enacted in 1974 in a statewide 
referendum.5 Neighboring states had already adopted some type of 
lottery, and the thought in Maine was that if the state introduced 
its own, it could capture some of the revenue leaving the state.6 Lot-
teries are often sold to the public by connecting the revenue with 
sympathetic causes, such as education. This is not the case in Maine, 
however, where state lottery revenue becomes part of the general 
budget. In recent years interstate competition in lottery sales has 

Research in Maine shows that draw lotteries 
and instant-play lotteries attract different 

demographics, although they both affect the 
most economically vulnerable.
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negative financial shocks. As they fall below their reference income 
level, they are more willing to risk further losses—for example, by 
playing the lottery—in order to return to their former status. One 
such negative wealth shock is loss of employment, which leaves an 
individual without a constant source of income. Therefore we might 
expect that as the unemployment rate goes up, lottery sales will too. 

The Case of Maine 
Using comprehensive store-level data on lottery ticket sales from 
the state of Maine, we can shed light on the relationship between 
financial shocks and lottery play. Our data include five years of 
observations from all sellers in the state of Maine. This includes 
total sales of lottery tickets, both draw sales and instant lottery sales. 
Notably, the five-year period covers 2010 through 2014, a period 
of recovery from a major recession. The analysis is conducted at the 
zip code level. 

The analysis shows a large, positive, and significant relationship 
between unemployment rate and draw lottery sales. (See “Average 
Lottery Sales and Unemployment Rate by Zip Code in Maine.”) A 
1 percent increase in the unemployment rate tends to increase draw 
lottery sales in a zip code by 4.7 percent. There is no corresponding 
increase in instant lottery sales, suggesting that the recently unem-
ployed are drawn to the larger jackpots of the draw game. When 
people become unemployed, lotteries seem to provide a risky oppor-

tunity to address the immediate problem. However, our analysis is 
somewhat more nuanced.

Though a rise in the percentage who are unemployed is 
associated with an increase in draw lottery sales, an increase in unem-
ployment compensation within a zip code area is associated with a 
decrease in draw lottery sales. (See “Unemployment Rate and Per 
Capita Total Lottery Sales by Zip Code in Maine, 2010.”) Higher 
average unemployment compensation can result either from hav-
ing a greater number who qualify for unemployment, or from those 
who qualify receiving greater benefits. Unemployment benefits are 
generally based upon wages when previously employed. Thus, the 
result may indicate that increases in low-skill unemployment have 
very different results from increases in high-skill unemployment. 
An alternative explanation is that the result simply confirms that 
immediate reductions in income are associated with greater lottery play.

The lottery in Maine has gained significant attention lately 
for the number of those receiving public assistance who have won 
substantial jackpots.14 These winnings raise interesting questions 
regarding the efficiency of using the lottery for public finance and 
the impact on other goals, such as social welfare. In this vein, we 
find that both the average number of dependents per household 
and income from pensions or social security are associated with 
lottery purchases—although in this case the association is with 
instant-play lottery sales. In other words, these longer-term indi-

Unemployment Rate and Per Capita Lottery Sales by Zip Code in Maine, 2010
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cators are associated with seeking after cheaper and more frequent 
chances at smaller jackpots. 

Raising the Question
Even though the probability of winning a big jackpot is very small, 
lotteries are thought by many of the most poor as the only means 
of escape to a better life. However, lotteries put an extra burden on 
this same socioeconomic group, and on those at risk of becoming 
a member of it. States offering lotteries to raise revenue for state 
budgets should consider the disproportionate impacts on the unem-
ployed, the elderly, and those suffering financial setbacks and should 
be very careful how they market the lotteries. As Maine grapples 
with how to preserve its state lottery revenues without preying on 
the poor, it is worth asking the question more widely: what is the 
proper role of state lotteries?

David Just is a professor and codirector of the Cornell Center for Be-
havioral Economics in Child Nutrition Programs at the Charles H. Dy-
son School of Applied Economics and Management. Gnel Gabrielyan 
is a postdoctoral researcher at the Cornell Food and Brand Lab, also 
at the Dyson School. Contact them at drj3@cornell.edu and gg352@
cornell.edu, respectively.
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Why are so many people in Vermont, New 
Hampshire, and Maine under age 35 receiving 
Social Security Disability Insurance payments?

Northern New England’s Young Adults and the  
Social Security Disability Insurance Program

Joyce Manchester  
VERMONT LEGISLATIVE JOINT FISCAL OFFICE

The Social Security Disability Insurance (SSDI) program pays cash 
benefits to adults under age 66 who are judged no longer able to 
perform “substantial” work because of a disability but who have 
worked in the past. In 2015, the program paid benefits to almost 
9 million disabled beneficiaries in the United States, or about 4.8 
percent of the resident population.1 The average monthly benefit 
amount was $1,165.2  Medicare benefits are available as well after a 
waiting period of 24 months on SSDI.

The northern New England states had relatively high preva-
lence rates—defined as the number of disabled workers on SSDI 
divided by the resident population in the same age group. In 2014, 
Maine had the sixth-highest overall prevalence rate at 7.6 percent. 
Vermont was 11th at 6.3 percent, and New Hampshire was 12th at 
6.1 percent.3  

Where northern New England stands apart from all other states 
is in SSDI prevalence rates for adults under age 35. Vermont, New 
Hampshire, and Maine had the highest rates of adults under age 35 
enrolled in the SSDI program among all the states in 2014. (See 
“SSDI Prevalence by Age Group, 2014.”) The rates were also sig-
nificantly higher than the national average for adults between ages 
35 and 54 in those states.

In addition, between 2000 and 2014 the shares of people on 
SSDI under age 35 and ages 35 to 44 in northern New England 
generally rose four times as fast as the increase in the national aver-
age. (See “Increase in SSDI Prevalence, 2000–2014.”) The share of 
the population on SSDI among people ages 45 to 54 rose more than 
twice as fast as the national average. 

Furthermore, increases in the number of SSDI beneficiaries 
by age group contrast with much smaller growth or declines in the 
overall populations of adults under age 45 in Vermont, Maine, and 
New Hampshire between 2000 and 2014. In Vermont, for example, 
the population ages 22 to 34 barely rose at all, but the number of 
disabled worker beneficiaries increased almost 90 percent. Why did 
this happen?

Why Is Northern New England Different?
To investigate northern New England’s special circumstances, 
consider the situation in Vermont. Several factors contribute to 
Vermont’s high and rising prevalence of young people on SSDI: 
proactive efforts by state agencies to enroll young people in the 
SSDI program, out-migration of able-bodied young people (likely 
related to job opportunities), mental illness and opioid addiction,4  

and relatively high rates of health insurance coverage.
Two recent nationwide surveys help debunk one additional 

possible factor: the three northern New England states do not have 
a higher proportion of working-age adults with self-reported dis-
abilities than other states. The 2013 American Community Survey 
shows Maine is ranked 9th, Vermont 21st, and New Hampshire 
36th among all the states.5 According to age-adjusted data from 
2013 in the Behavioral Risk Factor Surveillance System, only 
about 20 percent of Mainers reported any disability, placing it 31st 

17Communities & Banking



among the states.6 About 19.5 percent of people in New Hampshire 
reported any disability, leading to a rank of 37th; about 18 percent 
of Vermonters reported any disability, placing it 45th.

Proactive State Agencies
Vermont is known for its strong social-support programs. State 
agencies and other designated agencies in the state help to sup-
port SSDI application by people with disabilities who are unable 
to work. These agencies identify individuals who might need help 
finding a job, and, if working is too difficult, they help people work 
enough to qualify for the SSDI program and then assist with the 
onerous application process. Although New Hampshire and Maine 
are more conservative, both states offer substantial resources for 
people with disabilities.7 

State agencies are likely aware that federally funded cash bene-
fits from the SSDI program are usually more generous than partially 
state-funded Supplemental Security Insurance (SSI) cash benefits. 
The maximum federal monthly SSI amount in 2015 was $733,8  
with a state supplement in all but four states. The average SSDI 
monthly benefit nationwide was $1,165. Perhaps more important, 
SSI beneficiaries receive Medicaid benefits partially funded by the 
states, whereas SSDI beneficiaries receive federally funded Medicare 
benefits after a 24-month waiting period. In many states, Medicare 
benefits are more generous than Medicaid benefits. 

Out-migration
Despite a large in-migration of college students, Vermont in par-
ticular has fewer young people in their 20s and 30s than does the 
United States as a whole. At the same time, Vermont has a greater 
number of older residents than does the United States as a whole. 
Rural states commonly experience out-migration of young people 
who are looking for the job opportunities and social environments 
that come with urban settings.

If able-bodied people in their 20s and 30s are more likely to 
live outside Vermont to find jobs and establish careers, the ones who 
stay behind may be those who are more likely to qualify for the SSDI 
program. Some evidence supporting that hypothesis comes from 
the Vermont Roots Migration Project, a comprehensive collection 
of about 3,700 individual perspectives on Vermont from present 
and former residents.9 Those who left the state identify factors such 
as jobs, ability to earn higher wages elsewhere, and desire for more 
culturally diverse communities. If jobs and higher wages elsewhere 
encourage young people to leave Vermont, the proportion of those 
less able to pursue such opportunities, including young people who 
are struggling with physical and mental impairments, may be higher 
than in states with less out-migration of young people.

Mental Illness and Opioid Addiction
Two issues that touch many parts of the social fabric in northern 
New England are mental illness and drug abuse, especially opioid 
addiction. The two are not unconnected: mental disorders asso-
ciated with substance abuse include schizophrenia and bipolar, 
depressive, anxiety, conduct, and personality disorders.10 According 
to the Vermont 2014 Mental Health National Outcome Measures, 
39 out of every 1,000 people in Vermont accessed community men-
tal health services in 2014, significantly more than the national rate 

of 22 per 1,000.11 Furthermore, in 2014, while 35 percent of SSDI 
beneficiaries in the United States as a whole qualified for benefits 
based on mental disorders, that share was much higher in New 
Hampshire (51 percent), Vermont (45 percent), and Maine (42 per-
cent).12  It’s difficult to know if those high percentages are related to 
opioid addiction, long and cold winters, or some other factor, but it 
is a curious phenomenon. 

Opioid addiction is a national problem: the Centers for Dis-
ease Control and Prevention report that nationwide, use of heroin 
among young people increased 109 percent from 2002 to 2013.13  
But the three northern New England States have been especially 
hard hit: the National Survey on Drug Use and Health for 2013–
2014 noted in one snapshot from the period that those states ranked 
in the top fifth of all states for use of illicit drugs.14 Prescriptions for 
opioid pain medications can lead to opioid abuse as well. 

SSDI Prevalence by Age Group, 2014
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High Rates of Health Insurance Coverage
Additionally, high rates of health insurance coverage in Vermont 
and other New England states mean that young people are more 
likely to see health care professionals who might refer them to the 
SSDI programs. In both Vermont and Massachusetts, only 3.7 per-
cent of the population had no health insurance coverage in 2014.15 

Other Factors
Other factors may contribute to the high rates of SSDI reliance in 
the region as well. Those who work with SSDI applicants point 
to intergenerational poverty as a factor. The fact that some north-
ern New England areas lack diversity in jobs and have poor public 
transportation infrastructure may also play a role. 

Why Should States Care?
Residents’ participation in the federal SSDI program may benefit 
them in some respects. State governments benefit as well when sup-
port comes from federal programs, as opposed to joint federal-state 
(for example, SSI or Medicaid) or state (for example, state subsi-
dies for exchange-based health insurance) support 
programs. However, in the longer run, having large 
numbers of young people on SSDI means fewer peo-
ple in the labor force and lower tax revenues, often 
for many years into the future, and more people who 
rely on income support from the government. 

A preliminary estimate for Vermont, assuming 
that an SSDI beneficiary who worked would have 
paid an additional 40 percent of the median income 
tax payment for his or her age group, suggests the state would have 
received about $3 million more in state income tax revenue in 2013 
if the percentage of SSDI beneficiaries under 55 had risen only 
with the national average, rather than at the faster actual rate. Such 
losses recur year after year once a person qualifies for SSDI benefits 
because few people leave the program for reasons other than reach-
ing full retirement age (66) and converting to old-age benefits, or 
death. In 2013 in Vermont, for example, benefits were terminated 
for just 7.7 percent of disabled worker beneficiaries.16 The majority 
of the terminations occurred when beneficiaries reached age 66 and 
converted to old-age benefits. 

If the public understands the consequences of these relatively 
high rates of young people on SSDI, support may grow for invest-
ment in job-creation programs, work supports, further educational 
opportunities, and programs to alleviate drug abuse. Policymakers 
may also want to ask whether more can be done to help current SSDI 
recipients move beyond that reliance and return to the work force.

Joyce Manchester is the senior economist in Vermont’s Legislative 
Joint Fiscal Office. Contact her at jmanchester@leg.state.vt.us.
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Mapping New England
Child Food Insecurity 

Amy Higgins
FEDERAL RESERVE BANK OF BOSTON

Hunger affects over 48 million Americans, and more than half of the counties with the highest rates of 

food insecurity are rural. Food insecurity is defined as limited or uncertain food availability or ability to 

obtain nutritionally adequate and safe foods.1  

	 Data provided by Feeding America reveal that in New England, food insecurity rates are higher for 

children (those under 18) than adults. In 2014, 1,792,980 individuals in New England were food insecure. 

Of those, 518,220 were children. Maine has the highest child food insecurity rate (23 percent), while Mas-

sachusetts has the lowest (15 percent).

	 The map shows the child poverty rate and child food insecurity rate by county in New England. 

Norfolk and Middlesex county, Massachusetts, and Rockingham county, New Hampshire, have the low-

est child food insecurity rate, falling between 11 to 12 percent. In general, counties that have high rates 

of child food insecurity also have high rates of child poverty. Piscataquis county, Maine, has the highest 

child food insecurity rate (28 percent) as well as the highest child poverty rate (30 percent).

	 Even more concerning than the food insecurity rate is the percentage of food-insecure children 

who do not qualify for federal nutrition assistance. These children live in households with income above 

185 percent of the 2014 federal poverty guideline.2 York and Cumberland County in Maine have child 

food insecurity rates of 21 percent and 20 percent respectively, but 45 percent and 42 percent (respec-

tively) of these children are unlikely to qualify for federal nutrition assistance due to income ineligibility. 

1  “Core Indicators of Nutritional State for Difficult-to-Sample Population,” Journal of Nutrition 120 (November 1990), 1559–1600.

2  The federal poverty guideline is only one factor in determining nutrition assistance eligibility, and child nutrition programs can vary by state.  

Sources: 2014 Feeding America (for child food insecurity rate) and 2014 five-year American Community Survey estimates (for child poverty rate).
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dose mortality over the past decade. (See “County Drug Overdose 
Deaths per 100,000 in 2014.”)

High overdose mortality rates were once mostly restricted to 
large cities and Appalachia. Now, however, places considered buff-
ered from widespread drug problems as recently as a decade ago, 
including New England, face surging drug overdose mortality 
rates. Between 2002 and 2014, drug overdose mortality rates more 
than doubled in every New England county. Washington County, 
Maine; Barnstable, Bristol, and Suffolk counties in Massachusetts; 
Coös County, New Hampshire; and Kent and Providence counties 
in Rhode Island now have drug overdose mortality rates above 20. 
(See “Overdose Deaths per 100,000 for New England Counties in 
2002 and 2014.”)

The highest overdose mortality rates in New England span the 
rural-urban continuum, including places as urban as New Haven 
County, Connecticut, and places as sparsely populated as Essex 
County, Vermont—the least populated county in New England. 
Still, the 20 New England counties that had overdose mortality 
rates above 16 in 2014 have several characteristics in common, 
including poverty, disability, unemployment rates that exceed New 
England averages, and above-average declines in manufacturing and 
manual-labor occupations since 1970. 

County Drug Overdose Deaths per 100,000 in 2014

Source: Centers for Disease Control and Prevention, National Vital Statistics System, Age-Adjusted Death Rates for Drug Poisoning, 2014.

The opioid crisis has been called a national 
epidemic. In New England it blights urban, 
suburban, and rural communities, fueled by 
prescription pain killers and cheap and plentiful 
heroin.

To say that the United States is in the midst of an opioid epidemic 
seems almost cliché at this point. Over the past two years, thousands 
of articles have been written about the crisis; nearly all US states 
and counties have held public hearings, town halls, and symposia; 
Congress passed the Comprehensive Addiction and Recovery Act of 
2016; and President Obama pledged funding and action to address 
the crisis. 

Most media commentary has characterized the crisis as a 
national epidemic. That portrayal is accurate. The US overdose 
death rate reached 15 per 100,000 in 2014 and is climbing at a 
much faster rate than other causes of death, due primarily to opi-
oids (prescription pain relievers and heroin).1 Opioids now kill more 
Americans than do motor vehicle accidents. In 2014, 28,647 (61 
percent) of drug overdose deaths involved an opioid, and nearly all 
counties in the United States experienced increases in drug over-
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Adolescent Drug Abuse and Overdose
Nationally, overdose rates are highest among individuals aged 25 
to 54, but adolescents and young adults also abuse and overdose. 
In 2014, the overdose death rate among individuals aged 15 to 24 
was 8.6, with the highest rate among non-Hispanic white males 
(17.4), followed by non-Hispanic white females (7.0), Hispanic 
males (6.0), black males (4.0), Hispanic females (2.5), and black 
females (2.3).2 

As noted earlier, the surge in overdose mortality has been 
driven by prescription pain relievers (e.g., oxycodone, hydroco-
done) and heroin. Although rates of abuse 
are much higher among young adults 
(18–25), over 1.1 million adolescents (4.7 
percent of youth aged 12–17) abused pre-
scription pain relievers in 2014.3  Among 
both teens and adults, only marijuana is 
more frequently abused than prescription 
pain relievers.4 See “Reported Drug Use 
by State, 2013–2014, Individuals 12–17” 
and “Reported Drug Use by State, 2013–
2014, Individuals 18–25.” Adolescent drug 
use is particularly worrisome because this 
is the period when most substance abuse 
and addiction disorders begin, and abuse 
during these formative years increases the 
likelihood of future economic precarious-
ness, relationship instability, poor health, 
and criminal-justice involvement.

Rates of current (past-month) illicit-
drug use among adolescents and young 
adults are higher in all New England states 
than in the United States overall.5 How-
ever, overall illicit-drug use rates are driven 
mostly by marijuana. Although there are 
short- and long-term adverse effects asso-
ciated with marijuana use, there have 
been no reported overdose deaths from 
marijuana. Nonmedical use of prescrip-
tion opioids, while much less prevalent, is 
unequivocally much more deadly. Adoles-
cent abuse of prescription pain relievers in 
New England is comparable to the over-
all US rate. However, among young adults 
(aged 18–25), rates of nonmedical use of 
prescription opioids are higher in Con-
necticut and New Hampshire than in the 
United States overall. 

Using data from the National 
Survey on Drug Use and Health, my col-
league and I found that the most salient 
contributors to opioid abuse among ado-
lescents and young adults are poor mental 
health, peer substance use, the perception 
that substance use is not risky, and having access to drugs.6 Ado-
lescents who smoke daily and consume alcohol to excess are 

more likely than their nonsmoking and nondrinking peers to use 
illicit drugs and to abuse prescription opioids. Importantly, use 
of emergency departments, where opioids are more commonly  
prescribed, also increases adolescents’ risk of abusing opioids.

How Did We Get Here?
US overdose deaths involving prescription opioids have quadru-
pled since 1999. Not coincidentally, so have sales of prescription 
opioids. Annual sales of OxyContin (a brand name for the drug 
oxycodone)—the most widely prescribed, abused, and profitable 

prescription narcotic in history—alone sky-
rocketed from $45 million in 1996 (when 
it entered the market) to $3.1 billion by 
2010. In Dreamland: The True Tale of Amer-
ica’s Opiate Epidemic, Sam Quinones notes 
that Purdue Pharma, the company that 
makes OxyContin, aggressively marketed 
its blockbuster drug for chronic noncan-
cer pain, particularly in areas with relatively 
high shares of blue-collar laborers who were 
at risk of work-related back pain and other 
injuries.7 In 2007, Purdue Pharma and 
three of the company’s executives pleaded 
guilty in federal court to criminal charges 
that they misled regulators, physicians, 
and patients about OxyContin’s addiction 
and abuse potential. However, by then, 
5.2 million Americans were already mis-
using prescription opioids,8 and annual 
prescription opioid–related overdose deaths 
exceeded 14,000.9 

Over the past decade, public-health 
and government efforts have focused on 
combating the prescription opioid epi-
demic by cracking down on “pill mills” 
(medical establishments that prescribe 
pills inappropriately), creating statewide 
prescription-drug monitoring programs, 
and educating physicians on safe pre-
scribing practices. These efforts have been 
largely successful; there have been recent 
declines in prescription opioid abuse and 
overdose deaths among both adolescents 
and adults.10 However, there has been an 
unintended consequence. As the supply of 
prescription opioids has dwindled, heroin, 
which produces the same high and is just 
as addictive, has filled the gap. About 80 
percent of people who are currently using 
heroin report misusing prescription opioids 
first.11  Increased mixing of heroin with the 
synthetic pain reliever fentanyl (which is up 
to 50 times more powerful than heroin) has 

made New England’s opiate problem much more deadly.
Moreover, despite widespread awareness of prescription opioid 
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abuse, high rates of opioid prescribing continue, though they vary by 
state.12 Maine currently ranks first and New Hampshire ranks third 
in the nation in prescribing rates for long-acting/extended-release 
opioids, which have an especially high overdose risk because abus-
ers can crush them and instantly achieve the full dose (possible even 
with so-called abuse-deterrent formulations). Massachusetts (8th), 
Connecticut (13th), Rhode Island (14th), and Vermont (16th) are 
also ranked in the top 20 states for long-acting/extended-release 
prescribing. All six New England states also have above-average 
rates of high-dose opioid prescribing, and all but Vermont have 
above-average prescribing rates for benzodiazepines—psychoactive 
sedatives commonly abused along with opiates, drastically increas-
ing overdose risk. 

Saving Lives and Communities 
Although physicians are aware of the highly addictive nature of opi-
oids and are cognizant of the overdose risk, they also know that if 
they cut patients off from these highly addictive narcotics, some 
are likely to turn to heroin, which, thanks to increased distribution 
from Mexico, has become easily accessible and incredibly cheap: 
heroin is now cheaper than a pack of cigarettes or a six-pack of beer 
in most parts of the United States.13  

Although increasing first-responder and community access to 
naloxone (a drug that counteracts the effects of an opioid overdose) 
has potential to reduce overdoses, and increased use of medication-

assisted treatments like buprenorphine 
holds potential for treating opioid 

dependence, preventing initiation 
is the key to turning the tide on the 
opiate abuse and overdose epidemic. 

About 60 percent of current heroin 
users report first using heroin between the 

ages of 17 and 25,14 suggesting that those are the years to target. 
Different strategies will work better in different communities, but 
general prevention strategies include more comprehensive physician 
training in pain management and addiction, moving physicians 
toward safer prescribing practices, and better parent and youth edu-
cation on the risks of opioid use for minor injuries. Finally, given 

high rates of abuse and overdose in communities that have long 
suffered from employment restructuring and economic decline, 
comprehensive job-growth strategies that emphasize secure employ-
ment with livable wages for individuals all along the educational 
gradient are likely to have the most significant long-term and sus-
tainable impacts in New England and elsewhere.

Shannon M. Monnat is an assistant professor of rural sociology, de-
mography, and sociology at Pennsylvania State University. Contact her 
at smm67@psu.edu.

Endnotes
1    “Multiple Cause of Death Data,” Centers for Disease Control and Prevention, 

2016, http://wonder.cdc.gov/mcd.html. 
2    Ibid.
3    Shannon Monnat and Khary K. Rigg, “Rural Adolescents Are More Likely 

Than Their Urban Peers to Abuse Prescription Painkillers” (Carsey Research 
National Fact Sheet No. 32, Carsey School of Public Policy, University of New 
Hampshire, 2015).

4    Shannon Monnat and Khary K. Rigg, “Examining Rural/Urban Differences in 
Prescription Opioid Misuse Among US Adolescents,” Journal of Rural Health 
32, no. 2 (2016):204–18.

5    “National Survey on Drug Use and Health (NSDUH) Series,” Substance Abuse 
and Mental Health Services Administration, http://www.samhsa.gov/data/
population-data-nsduh.

6    Monnat and Rigg, “Rural Adolescents Are More Likely Than Their Urban Peers 
to Abuse Prescription Painkillers.”

7    Sam Quinones, Dreamland: The True Tale of America’s Opiate Epidemic (London 
and New York: Bloomsbury, 2015).

8    “Trends in Nonmedical Use of Prescription Pain Relievers: 2002 to 2007” 
(report, National Survey on Drug Use and Health, Rockville, MD, 2009), 
http://media.samhsa.gov/data/2k9/painRelievers/nonmedicalTrends.htm.

9    “Multiple Cause of Death Data.”
10    Ibid.
11    “National Survey on Drug Use and Health (NSDUH) Series.”
12    L.J. Paulozzi, K.A. Mack, and J.M. Hockenberry, “Vital Signs: Variation 

Among States in Prescribing of Opioid Pain Relievers and Benzodiazepines 
– United States, 2012,” Morbidity and Mortality Weekly Report 63, no. 26 
(2014):563–68.

13    L. Bernstein, “Why a Bag of Heroin Costs Less Than a Pack of Cigarettes,” 
Washington Post, August 27, 2015.

14    “National Survey on Drug Use and Health (NSDUH) Series.”

0

5

10

15

20

25

30

35

Past Month Any
 Illicit Drug Use

Past Month 
Marijuana Use

Past Month Use
of Illicit Drugs other 

than Marijuana*

Past Year** Nonmedical
Use of Prescription 

Pain Relievers

NHMAMECT RI VT US

Source: US Substance Abuse and Mental Health Services Administration, 2013–2014 NSDUH State-Specific 
Tables
*Illicit drugs other than marijuana include cocaine (including crack), heroin, hallucinogens, inhalants, and 
prescription-type psychotherapeutics used nonmedically.
**Estimates of past month use are not available by state for prescription pain relievers.

Reported Drug Use by State, 2013–2014,  
Individuals 12–17

0

5

10

15

20

25

30

35

Past Month Any
 Illicit Drug Use

Past Month 
Marijuana Use

Past Month Use
of Illicit Drugs other 

than Marijuana*

Past Year** Nonmedical
Use of Prescription 

Pain Relievers

NHMAMECT RI VT US

Source: US Substance Abuse and Mental Health Services Administration, 2013–2014 NSDUH State-Specific 
Tables
*Illicit drugs other than marijuana include cocaine (including crack), heroin, hallucinogens, inhalants, and 
prescription-type psychotherapeutics used nonmedically.
**Estimates of past month use are not available by state for prescription pain relievers.

Reported Drug Use by State, 2013–2014,  
Individuals 18–25

Source: US Substance Abuse and Mental Health Services Administration, 2013–2014 NSDUH State-Specific Tables  *Illicit drugs other than marijuana include cocaine (including crack), heroin, hal-
lucinogens, inhalants, and prescription-type psychotherapeutics used nonmedically. **Estimates of past-month use are not available by state for prescription pain relievers.

Articles may be reprinted if Communities & Banking and the author are credited and the following disclaimer is used: “The views expressed are not necessarily those of the 
Federal Reserve Bank of Boston or the Federal Reserve System. Information about organizations and upcoming events is strictly informational and not an endorsement.”



26 fall 2016

In 1850, Lowell was the second-largest city in Massachusetts1 and 
America’s largest industrial center, driven by the growth of a tex-
tile industry that helped launch the US Industrial Revolution. By 
the mid-1900s, textile manufacturing had moved to the more cost-
competitive South, and the city was a shell of its former self, with 
a decaying urban core and fleeing population. Today, after a num-
ber of years of concentrated economic-development efforts, Lowell 
is facing significant demographic change and still lags the state in 
median family income, employment rates, and educational attainment. 

Smaller, postindustrial cities like Lowell dot the landscape of 
New England. Often far from major metropolitan regions like Bos-
ton, these cities are struggling to build, or arrest the decline of, their 
economies and are home to sizeable communities of low- and mod-
erate-income (LMI) individuals and families who are not well served 
by traditional economic-development activity that seeks to attract 
large-scale employers and prioritizes job volume over job quality. 
Community investment, which we define as financial investment 
to accomplish social, economic, and environmental goals in LMI 
areas, provides a foundation that can be built upon to support LMI 
communities and the cities where they live. By thinking in new 
ways about what it takes to strengthen community investment in a 
place, we hope to improve the ability of cities like Lowell to attract 
and deploy private capital to public purpose. 

Capital and Collaboration: Strengthening Community  
Investment in Smaller, Postindustrial Cities

When stakeholders work together and think of community investment 
in terms of key functions rather than as a series of individual quests, 
smaller cities can benefit.

Community Investment and 
Capital Absorption
Community investment nurtures economic and neighborhood 
vitality and can help make cities more equitable and sustainable. It 
works in places and sectors where conventional market activity does 
not fully meet community needs. Community investment transac-
tions are often complex, time-consuming, and politically fraught, 
requiring intense collaboration among stakeholders and relying on 
subsidies, tax credits, and grants to be financially viable. 

Practitioners of community investment tend to view their work 
as a series of individual heroic quests, rather than as part of a system 
for conducting socially valuable activity. That viewpoint makes it 
difficult to address the challenges of coordination and build capac-
ity for the long term. 

To better understand the system of community investment, 
and with the hope of developing interventions that would permit 

Katie Grace, Robin Hacke,  
and Carmen Panacopoulos

Community investment transactions 
are often complex, time-consuming, 
and politically fraught.
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The Three Functions of the Community Investment System

it to achieve greater scale, efficiency, and impact, we developed a 
framework we call “capital absorption.”2 The capital absorption 
capacity of a city or region is that place’s ability to attract and make 
effective use of various forms of capital in support of underserved 
communities. The capital absorption framework goes beyond con-
sideration of individual transactions to identify functions that 
support effective community investment in three areas: strategic 
priorities, project pipeline, and an enabling environment. (See “The 
Community Investment System.”)

Application of this framework generally involves two sets of 
activities: assessment of the current system and effort to change it. 
These activities are carried out by a cross-sector group of stakehold-
ers that may include public-sector leaders, investors, foundations, 
developers, small-business owners, nonprofit organizations, and 
others. During assessment, the cross-sector group examines the 
current system’s strengths and gaps and evaluates how the three 
functions are currently being performed.3 The assessment includes 
questions like the following:

•	 Are there clear priorities guiding activity? 

•	 How does the pipeline of investments match up with those  
priorities? 

•	 Where does capital currently come from, and where is it going? 

•	 What policies and practices foster or impede the execution of 
investments that align with priorities? 

Then the cross-sector group considers how to change the exist-
ing system, identifying and then implementing interventions that 
will strengthen community investment. These interventions may 
include adopting new policies, bringing in new stakeholders, gath-
ering data, or aligning resources and attention. 

The Community Investment System  
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Capital & Collaboration Initiative 
In 2013, the Federal Reserve Bank of Boston launched the Working 
Cities Challenge,4 a competition designed to incentivize cross-sector 
leadership and collaboration for transformative change in 21 postin-
dustrial cities in Massachusetts. (See “Locations of Massachusetts’ 
Working Cities.”) In 2015, the Boston Fed partnered with the Ini-
tiative for Responsible Investment at the Harvard Kennedy School 
and Robin Hacke of the Kresge Foundation to look at the systemic 
issues that affect the flow of capital to these cities. The Capital & 
Collaboration project is using the capital absorption framework to 
understand the community investment system in the Working Cit-
ies as it pertains specifically to two types of investments: large-scale 
mixed-use and commercial real estate and small-business development. 

The project is guided by a state-level, cross-sector working group 
of more than 25 individuals representing state and quasi-public 
agencies, banks and financial institutions, community development 
financial institutions, and other intermediaries and advocacy orga-
nizations. Over the past year, the project has conducted more than 
50 interviews, convened five focus groups, and gathered and ana-
lyzed extensive data to learn how community investment operates 
in the Working Cities. We also held a workshop to which 11 of the 
Working Cities brought multisector teams to assess their own local 
capital absorption capacity. The Capital & Collaboration working 
group is now consolidating insights and formulating an action plan 
that identifies steps its members’ institutions can take, individually 
and together, to strengthen the community investment system. 

We have already gained several insights into the community 
investment system in the Working Cities:
•	 Practitioners believe that Working Cities are at a disadvantage 

because interest, focus, funding, and the ability to do deals are 
overconcentrated in the city of Boston. Boston’s market size and 
strength, its density of opportunity, and the strong network of 
relationships among its developers, investors, and public-sector 
officials, among other factors, make it easier to do deals there than 
in the Working Cities. 

•	 Both for-profit and nonprofit developers desire greater transpar-
ency and predictability in the allocations of tax credits and other 
state subsidies, which they said would reduce risk and the time it 
takes to execute a transaction, potentially resulting in more deals. 

•	 Stakeholders also emphasized the importance of another type of 
certainty: a clear expression of a city’s plans and priorities. Devel-
opers and bankers agreed that resources flow more readily when 
cities put forth actionable plans, especially ones that are bolstered 
by visible investment of municipal resources. 

•	 Mixed-use and commercial projects are hampered by the siloing 
of housing and commercial/industrial development. The distinct 
actors, policies, and funding flows associated with each type of 
development create fragmentation and complexity that make 
these deals incredibly challenging to execute, with many projects 
requiring a decade to complete. In addition, many developers 
of mixed-use spaces struggle to develop attractive ground-floor 
spaces and to find tenants for these spaces who would contribute 
to street-level vitality and meet the needs of residents. 

•	 To support small-business development, investors must consider 

the distinct needs of different types of businesses. Segmenting by 
size of business, sector, and growth potential is necessary in order 
to provide appropriately targeted capital and technical assistance. 
In many cases, availability of capital is not the constraining fac-
tor: what small businesses in these communities often need are 
small-dollar loans, help with accounting and operational issues, 
and assistance finding and finishing spaces. 

Lessons Learned to Date 
The Capital & Collaboration initiative is the first statewide appli-
cation of the capital absorption framework in the nation. Although 
the work is ongoing, we are already learning some interesting les-
sons about the interaction between the local, regional, and statewide 
scale in the community investment context. 

Given the magnetic pull exerted by a major metropolis like 
Boston, getting capital to flow to projects further afield requires 
intentional measures. Cities can help attract capital by clearly defin-
ing their plans and priorities, thereby reducing uncertainty for 
developers and investors. State actors can identify policies that may 
unintentionally penalize smaller jurisdictions and can then work to 
counteract their effect. When stakeholders from the public, private, 
and philanthropic sectors work together, it becomes easier to assess 
how the community investment system is performing and how its 
performance can be strengthened. This work offers potential routes 
forward for understanding and addressing need in LMI communi-
ties in postindustrial cities throughout New England. 

Katie Grace is the assistant director of the Initiative for Responsible 
Investment. Robin Hacke is a senior fellow at the Kresge Foundation. 
Carmen Panacopoulos is a senior relationship manager in the Regional 
& Community Outreach department of the Federal Reserve Bank of 
Boston. Contact them at katie_grace@hks.harvard.edu, RLHacke@
kresge.org, and Carmen.Panacopoulos@bos.frb.org, respectively. 
 

Endnotes

1   “Population of the 100 Largest Urban Places: 1850,” US Bureau of the Census, 
https://www.census.gov/population/www/documentation/twps0027/tab08.txt.

2   This work is the result of a partnership between Robin Hacke, senior fellow 
at the Kresge Foundation, David Wood and Katie Grace at the Initiative 
for Responsible Investment at Harvard University’s Kennedy School of 
Government, and Marian Urquilla, from the consulting practice Strategy Lift. 
An overview of our framework can be found in “Community Investment: 
Focusing on the System” (working paper, Kresge Foundation, March 2015), 
http://kresge.org/sites/default/files/Kresge-Community-Investment-Focusing-
on-the%20System-March%202015_0.pdf.

3   Useful tools for conducting such an assessment may be found here: http://kresge.
org/library/community-investment-focusing-system-worksheets.

4   For more information, see www.bostonfed.org/WorkingCities/.

Developers and bankers agreed that 
resources flow more readily when 
cities put forth actionable plans.

Articles may be reprinted if Communities & Banking and the author are credited 
and the following disclaimer is used: “The views expressed are not necessarily those 
of the Federal Reserve Bank of Boston or the Federal Reserve System. Information 
about organizations and upcoming events is strictly informational and not an 
endorsement.”
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For many transit riders, fare payment can be a cumbersome process. 
It often requires waiting in long lines, carrying cash or exact change, 
and figuring out how much to pay. Commuters want more conve-
nient and efficient ways to pay for transit; in particular, they would 
like to pay using their smartphones. According to the Pew Research 
Center, nearly two-thirds of US adults owned a smartphone in 2015. 1 

 These mobile devices have become an integral part of life, and many 
commuters use them to access news updates, check email, listen to 
music, and shop while riding the subway, bus, and commuter rail. 

What Commuters Want
It is not surprising, therefore, that commuters would like to take 
advantage of their phones to pay for their daily journey. A 2012 
MasterCard commuter survey found that nearly half of US com-
muters would use a mobile phone to pay for mass transit.2 The 
report noted several common pain points among commuters con-
cerning transit fare payments:

•	 44 percent worry about missing a bus or train while waiting in 
line to buy or add money to a fare card.

•	 24 percent worry about not having exact change.

•	 26 percent worry about not having enough cash to pay for a mass 
transit ride.3 

When the consulting firm Accenture conducted a survey of public-
transit users, the results were similar. Four out of five US transit 
riders indicated that they would be willing to pay more per ride 
for a completely paperless journey, while over 75 percent said they 
would pay more if they could use their smartphones for ticketing. 

Elisa Tavilla 
FEDERAL RESERVE BANK OF BOSTON

More transit agencies are offering mobile 
payment options and other travel tools, 
including real-time arrival information and 
service alerts, to improve the overall transit 
experience. 

Mobile Payments  

Enhance Convenience 

for Transit Riders  
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US Transit Agencies with Mobile Ticketing Apps  
(by metro region and launch dates) 

In particular, commuters want to avoid waiting in lines: 93 percent 
of respondents in New York and 87 percent of those in Washington, 
DC, said they would find it easier to use public transit if queuing 
were eliminated.4 

Transit Agencies’ Response
Increasingly, transit agencies are adding mobile payment capabilities 
to increase convenience and payment options for their customers. 
(See “US Transit Agencies with Mobile Ticketing Apps.”) Com-
muters can pay for transit fare from virtually any location at any 
time using their smartphones. A transit rider downloads the mobile 
ticketing app, creates an account, selects his fare product, pays for it 
with a credit, debit, or commuter benefits prepaid card (some agen-
cies also accept PayPal and allow split payments), and the ticket is 
delivered to his phone prior to his trip. It is similar to other mobile 
commerce transactions. Most apps offer options that are compa-
rable to paper tickets, ranging from single-ride tickets to monthly 
passes, and some agencies also offer reduced fares to eligible rid-
ers with proper identification (e.g., senior citizens, persons with 
disabilities, and students). For zone-based fares, the app displays 
originating and destination stations to help customers select the 
correct fares. 

Mobile ticketing is commonly used in open-entry transit sys-
tems that employ visual fare inspection because digital tickets are easily 
displayed on phone screens. Riders must activate their mobile tickets 
before they are valid for travel. Most agencies perform visual inspection 
of the ticketing screen for dynamic features that change depending on 
the route and time of day, such as changing background colors, a vis-
ible time stamp, and animation. These features make inspection easy 
for train conductors and bus operators. Alternatively, transit agencies 
can validate an onscreen ticket electronically using a scanning device.

Early Adopters
Transit agencies in Boston, Dallas, and Portland, Oregon, were 
among the first to offer mobile ticketing apps. In 2012, the Mas-
sachusetts Bay Transit Authority (MBTA) launched its MBTA 
mTicket app for commuter rail and ferry. Dallas Area Rapid Transit 
(DART) introduced the GoPass app, and the Tri-County Metropol-
itan Transportation District of Oregon (TriMet) deployed TriMet 
Tickets in the following year. In all three cities, the apps have been 
well received and adoption continues to grow. Mobile represents 
a growing percentage of ticket sales and revenue for each agency, 
while sales through other fare channels, including ticket vending 
machines, fare boxes, retail outlets, and on-board cash payments, 

Source: Payment Strategies, Federal Reserve Bank of Boston, 2016.
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are declining. The MBTA currently sells 60 percent of its single-
ride commuter rail tickets via mTicket. Mobile accounted for 18.9 
percent of MBTA commuter rail sales, and about 6 percent of the 
agency’s total fare revenue in fiscal year (FY) 2015.5 DART’s mobile 
ticket sales represented 13.9 percent of total sales in FY 2015, up 
from 9.6 percent in FY 2014.6 Similarly, mobile ticketing made up 
about 11 percent of TriMet’s fare revenue in FY 2015, an increase 
from 8 percent in the previous year.7 

Integrated Apps: Chicago Transit Authority’s Ventra
Commuters who travel on multiple modes of transit with differ-
ent operators and separate fare systems often must carry several fare 
cards. An integrated app that enables fare payments and trip plan-
ning across regional transportation systems and modes makes things 
much easier. In November 2015, the Chicago Transit Authority 
(CTA) launched just such an app, Ventra, which supports fare pay-
ment and travel information for the city’s three transit operators. It is 
one of the first truly regional transit apps in the United States.8 CTA 
and Pace (Chicago suburban) bus riders can manage their Ventra 
accounts (e.g., check balance, manage funding source, view trans-
action history) and add funds and passes via the app. Customers 
of Metra Rail (the Northeast Illinois Regional Commuter Railroad 
Corporation) can purchase mobile tickets through the app using 
their Ventra account or other payment method. The app also offers 
schedules, real-time arrival information, and nearby route locations 
for all transit modes. CTA plans to add trip-planning capabilities 
and a virtual Ventra card to a future version of the app.

Trip-Planning Features
Mobile technology also allows transit riders to better plan their 
travel. Most transit apps include trip-planning features, such as 
maps, schedules, real-time arrival information, and service alerts. 
These tools help commuters minimize wait times and missed con-
nections. They also make it easier for occasional riders to navigate 
unfamiliar transit routes and fare systems. Some agencies are incor-
porating complementary transportation services, such as parking 
and rideshare, to help riders get to and from their final destinations 
in areas not covered by public transit.

Bundling
In several cities, transit agencies are partnering with public attrac-
tions to encourage use of mobile payments and mass transit. 
Bundling improves the efficiency of ticketing and encourages con-
sumers to take public transportation to local events. While many 
consumers prefer to take mass transit to public events, occasional 
transit riders who are less familiar with the fare system can cause 
bottlenecks at ticket machines. Bundling can help to address this 
problem and prevent frustrating customer experiences. For exam-
ple, Boston’s MBTA customers can purchase commuter rail tickets 
to Gillette Stadium for all New England Patriots home games and 
other public events via the mobile ticketing app. In Dallas, DART’s 
GoPass app bundles transit fare with discounted general admission 
to the Dallas Zoo and State Fair of Texas. 

The Psychology of Mobile Tickets
It is important to note that transit agencies are offering mobile pay-
ment as a supplementary option. Therefore, customers who do not 
have smartphones or prefer to use traditional payment methods can 
still do so.9 It is also interesting to note that the precision afforded by 
real-time activation of mobile tickets can potentially influence cus-
tomers’ financial decisions and fare product choices. With GoPass, 
DART observes that most tickets are purchased and used within 24 
hours, and more riders buy tickets valid for two hours as opposed 
to day passes, perhaps because riders can activate their digital tickets 
precisely when they need to travel. Given that transit fare payments 
are a recurring expense for commuters, it is likely that the conve-
nience and value experienced by those who try mobile ticketing will 
encourage greater use of mobile payments in other retail venues too.

	 * * *
As mobile payments continue to evolve, transit operators will be 
able to integrate a degree of mass customization that takes per-
sonalized travel preferences into account or makes location-based 
offers. They may also choose to institute loyalty programs to further 
enhance commuters’ experience using and paying for public trans-
portation. We can expect much more innovation—and many more 
apps—in the future.

Elisa Tavilla is a payment strategies industry specialist at the Federal 
Reserve Bank of Boston. Contact her at Elisa.Tavilla@bos.frb.org.

Endnotes
1   Aaron Smith, “U.S. Smartphone Use In 2015,” (report, Pew Research Center, 

Washington, DC, April 2015), http://www.pewinternet.org/2015/04/01/
us-smartphone-use-in-2015/.

2   MasterCard Worldwide, “Half of US Commuters Would Use Their Mobile 
Phone for Transit Payment” (slideshare presentation, March 2012).

3   Ibid.
4   “Public Transportation Users Predict Big Increases in the Use of Smartphones, 

Paperless Travel and Social Media, New Accenture Survey Reveals” (news 
release, Accenture, May 21, 2013), https://newsroom.accenture.com/news/
public-transportation-users-predict-big-increases-in-the-use-of-smartphones-
paperless-travel-and-social-media-new-accenture-survey-reveals.htm; Keith 
Barry, “Commuters Would Pay More for Better Public Transit Tech, Study 
Says,” Wired, May 2013, http://www.wired.com/2013/05/public-transit-tech/.

5   Interviews, MBTA, November 2015.
6   Interviews, DART, November 2015.
7   Roberta Alstadt, “TriMet Mobile Tickets Top 5 Million in Less Than Two Years,” 

TriMet News, August 25, 2015, http://news.trimet.org/2015/08/trimet-mobile-
tickets-top-5-million-in-less-than-two-year/.

8   For more information about the Ventra app, see https://www.ventrachicago.
com/.

9   Several US transit agencies are in the process of installing account-based, open- 
payment fare systems that can accept near-field communications (NFC) 
mobile payments, such as Apple Pay. While Chicago’s Ventra and Salt Lake 
City’s UTA fare systems currently accept NFC mobile payments, actual usage 
remains low. Other cities planning to implement this type of fare system 
include Washington, DC, Philadelphia, Portland (Oregon), Dallas, New York, 
and Boston. Greater availability of open-payment fare systems will create more 
opportunities for commuters to pay for fares using their smartphones. For more 
information on transit mobile payments, see Elisa Tavilla, “Transit Mobile 
Payments: Driving Consumer Experience and Adoption” (report, Federal 
Reserve Bank of Boston, February 2015), http://www.bostonfed.org/bankinfo/
payment-strategies/publications/2015/transit-mobile-payments.pdf.

Articles may be reprinted if Communities & Banking and the author are credited and the following disclaimer is used: “The views expressed are not necessarily those of the 
Federal Reserve Bank of Boston or the Federal Reserve System. Information about organizations and upcoming events is strictly informational and not an endorsement.”
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One of the most debilitating legacies of the Great Recession is the 
very slow job recovery that followed. The United States did not 
return to prerecession job levels until nearly five years after the 
recession ended. Even now there are a large number of discour-
aged workers who are not in the labor force because of lack of job 
opportunities. Low-wealth, low-income, minority, and otherwise 
marginalized communities bore the brunt of the recession and were 
least equipped to deal with it. In late 2009, when unemployment 
was cracking a record-high 9 percent for whites, unemployment was 
over 16 percent for blacks and nearly 13 percent for Hispanic and 
Latino Americans.1 The employment divide was (and still is) simi-
larly stark across education, wealth, and income stratification. 

Integral to the story of lagging job growth in the United States 
are struggling small businesses. Small businesses account for nearly 
55 percent of current employment and 66 percent of net new jobs 
since the 1970s.2 Although they lead in job creation in boom times, 
they are vulnerable to recessions, when outside sources of financ-
ing may dry up. Even during the recovery, many small businesses 
reported difficulty in securing loans. 

Tackling the Challenge
In 2011, Opportunity Finance Network (OFN) and Starbucks 
Coffee Company teamed up to launch Create Jobs for USA 

photo skynesher/iStock

Fund to help alleviate the credit crunch facing community busi-
nesses. OFN is a nonprofit network of community development 
financial institutions (CDFIs)—private financial institutions that 
focus on community businesses and individuals in distressed and 
underserved markets. A team that combined OFN’s track record 
of creating jobs through community business financing with the 
corporate leadership, resources, and branding of Starbucks joined 
hands to help realign the backbone of America’s economy. 

From 2011 to 2014, the Create Jobs for USA fund raised more 
than $15 million in donations from individual and corporate donors. 
Starbucks donated $5 million and encouraged individual donations 
through its “Indivisible” campaign, which rewarded customers 
who donated to the fund with a branded wristband. In addition, 
Starbucks launched an “Indivisible” line of products—wristbands, 
mugs, and other items—and made a donation for each item sold  
to customers. 

Funds were distributed as capital grants to 120 CDFIs selected 
from OFN’s lender network for their financial performance and 
track record of serving community businesses. CDFIs were then 
able to leverage the grants to provide over $105 million in loans 
to community businesses. The expectation was that additional jobs 
would be created as the CDFIs reinvested the repaid loans, resulting 
in a virtuous cycle of job growth in communities that need it most. 

What Was Learned
The Create Jobs for USA Fund provided an excellent opportunity 
to learn whether and how CDFI lending helps with job creation. 

The Create Jobs for USA Program
Sam Richardson 
FEDERAL RESERVE BANK OF BOSTON

Starbucks and Opportunity Finance Network 
teamed up to stimulate job growth through 
small-business lending.
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Characteristics of Loans
OFN’s network of CDFIs is sprawling, and those awarded grants 
through Create Jobs for USA made loans to many businesses over 
a wide range of industries and geographies. Initial reports from 
the 120 CDFIs who received OFN grants reveal that they made 
34,915 loans overall, providing $2.3 billion in funding.3 CDFI 
loans tend to serve low-income, minority neighborhoods. CDFI 
loan recipients were located in ZIP-code regions with 70 per-
cent minority population, on average (as opposed to 37 percent 
national average), and with median household incomes of $45,000 
(as opposed to $52,800 national median).4 CDFIs disbursed loans 
to community businesses in every state and in all industry sectors 
represented by 20 two-digit North American Industry Classifica-
tion System categories of the US Census Bureau, in addition to all 
five types of OFN-defined community businesses. (See “OFN’s 
Five Types of Community Business.”)

Reporting and Results
OFN set up a two-step reporting system on job creation. In addi-
tion to details about the loan, such as size and date closed, OFN 
required CDFIs to gather certain details about job creation from 
businesses in their portfolios. This initial report included existing 
full-time-equivalent (FTE) jobs, FTE jobs that would likely have 
been lost without the loan, projections for FTE jobs that would be 
created within a year of closing the loan, and FTE jobs that would 
be created more than a year after the loan. CDFIs were then asked 
to get a follow-up report of actual job creation from each business 
within a year of closing a loan.

Of the loans closed within a year of receiving a grant, 
1,434 had a follow-up report.5 The report includes information 

on direct, indirect, and induced job creation and retention (DII 
jobs) associated with each loan. DII jobs are all jobs created and 
retained, including not only primary jobs at the recipient business 
but also secondary jobs created at other establishments as a result of 
increased activity in the local economy. The measure of DII jobs was 
generated using IMPLAN Impact software, which uses industry and 
geographic information to simulate local labor markets and assigns 
a multiplier to capture the secondary effects of creating jobs on the 
broader economy, giving a fuller measure of jobs impact. 

OFN’s Five Types of Community Business

Microenterprises: Community businesses with five or 
fewer employees (including proprietor), and with a maxi-
mum loan/investment of $50,000. 

Businesses: Community businesses with more than five 
employees or with CDFI financing in an amount greater 
than $50,000. 

Commercial Real Estate: Construction, rehabilitation, 
acquisition, or expansion of nonresidential property used 
for office, retail, or industrial purposes.

Community Services: Community-service organizations 
such as human- and social-service agencies, advocacy 
organizations, cultural and religious organizations, health 
care providers, and child care or education providers, 
regardless of tax status. 

Housing Development: Predevelopment, acquisition, 
construction, and renovation to support the creation of 
rental housing, service-enriched housing, transitional 
housing, and owner-occupied housing.

Housing Development 

Community Services

Commercial Real Estate

Business

Microenterprise

108.6

165

93.7

64.2

9

Housing Development 

Community Services

Commercial Real Estate

Business

Microenterprise

156

153

531

545

49

Number of Loans

Source: OFN CDFI data.

Source: OFN CDFI data.

Total Loaned (millions of dollars) 

Number of Loans 

 Of loans with follow-up reports, community services received 
the largest volume of CDFI financing, followed closely by hous-
ing development, business, and commercial real estate. (See “Total 
Loaned.”) Microenterprises received only a small fraction of the 
total value of loans disbursed, despite accounting for the second-
largest number of loans (531). (See “Number of Loans.”) The 
business category received the greatest number of loans (545), while 
housing development, community services, and commercial real 
estate received far fewer. 

Over all community businesses for which there is a follow-up 
report, $440 million was lent and 28,100 DII jobs were created 
or retained, which comes out to $15,700 loaned per DII job. (See 
“Another Approach to Estimation” for an alternative, though still 
supportive, set of numbers.) The relationship was found to vary 
significantly by type of community business. Ratios ranged from 
$3,200 per DII job (microenterprise) to $32,200 per job (housing 
development), with higher ratios indicating that lending was less 
efficient in terms of DII jobs per dollar. (See “Average Loan Amount 
per DII Job.”)
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The efficacy of microenterprise and business lending sup-
ports the notion that small-business and microenterprise financing 
through CDFIs is a potentially cost-effective lever for promoting 
job recovery in the United States. This result is consistent with the 
economic intuition that small businesses are labor intensive and 
therefore hire more workers per unit capital. More capital-inten-
sive businesses, such as housing development and commercial real 
estate, create fewer jobs per dollar lent, as we might expect. Regard-
less of the type of community business receiving the loans, however, 
lending programs may still have positive value to the communities 
they are in.

There are a few important caveats with this analysis. Due to 
data constraints, I cannot make claims about the quality of jobs 
across types of community business. There are likely significant and 
systematic differences in wages, repayment, and other important 
variables across types of community business, which ideally should 
be controlled for when comparing the amount loaned per DII job. 
Notably, it is not possible to determine whether CDFI financing 
was only a portion of total funding for a project, because the only 
data available is on the amount of CDFI lending for each project. 
This influences estimates for some types of community business, 
like commercial real estate and housing development, which are 
more likely to have additional outside financing, compared with 
business and microenterprise. Furthermore, a ratio of dollars lent 

over jobs is a summary statistic and should not be interpreted as the 
total “loan cost” of creating or retaining additional jobs. Neverthe-
less, our evidence suggests that CDFIs are likely to be an effective 
tool for promoting jobs growth through community business lend-
ing. They provided an excellent channel for Create Jobs for USA’s 
grants, which were put to use creating opportunity and changing 
lives for Americans that needed it most.

Sam Richardson is a research assistant in the research department of the 
Federal Reserve Bank of Boston. Contact him at Samuel.Richardson@
bos.frb.org.
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Endnotes
1   Data from Haver Analytics/Bureau of Labor Statistics, http://www.bls.gov/cps/

demographics.htm.
2   See “Small Business Trends” on the US Small Business Administration website, 

https://www.sba.gov/content/small-business-trends-impact.
3   These figures represent the CDFIs’ total number of loans and funds disbursed, 

not only the loans and funds made possible by Create Jobs for America. 
4   Author’s calculations. ZIP-code incomes generated using a weighted average 

of census tract median incomes, from 2009–2013 American Community 
Survey five-year estimates obtained using the National Historical Geographic 
Information System, Version 2.0, at the Minnesota Population Center.

5   Ambiguity about the true meaning of zero jobs created led to the dropping 
of reports of zero. Multiple loans sharing CDFI, date, geography, and type 
of community business were assumed to be on the same project and hence 
grouped into a single project. 

Another Approach to Estimation

Least-squares regression, a more sophisticated method for 

estimating dollars lent per additional job, gives an estimate 

of $25,600 over all projects. This technique gives estimates 

of $11,000, $28,000, $46,000, $9,600, and $128,000 for 

microenterprise, business, community services, commer-

cial real estate, and housing development, respectively. This 

article displays descriptive statistics for the sake of simplicity 

and ease of interpretation.
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Source: Author’s calculations based on OFN CDFI data.
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Change Service Requested

The Federal Reserve Bank of Boston, in partnership with Governor Dan Malloy and key corporate, nonprofit 
and community supporters, cordially invites you to attend an event to announce the expansion of the  
Working Cities Challenge* initiative to Connecticut.

Join us to learn more about the initiative and the 16 cities and towns in Connecticut that are eligible to  
participate in this exciting competition.

*The Working Cities Challenge is a grant competition designed to support cross-sector, collaborative leadership and ambitious work to improve the lives of low-income people in smaller cities.

This event is open to the public; however, 
advance registration is required.

You’re Invited!  
Working Cities Challenge Launches in Connecticut

Tuesday, October 4, 2016
Meriden Green (across from Community Health Center) 
134 State Street | Meriden, CT
10:00 AM – 12:00 PM

Register at 
www.bostonfed.org/webforms/wcc-ct-launch


