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Rhode Island, the smallest state in the Union, with 39 municipalities and only 1 million residents, became New England’s poster
child for the residential foreclosure crisis. How that came about and
what can be done to prevent it in the future is a critical public policy
question for the Ocean State.
Over the past several years, HousingWorks RI has monitored
Rhode Island’s troubling surge in foreclosures. In 2010, the first Special Report on Foreclosures examined how having a critical shortage
of long-term affordable homes for more than a decade made Rhode
Island vulnerable.
It all started with the run-up on home prices. Rhode Island’s
home prices began to increase dramatically after 2000. Between the
first quarter of 2000 and the first quarter of 2006, home prices increased at the steepest rate in the state’s history, with an average increase of almost 21 percent in 2003 alone—the highest in the United States that year.1 At the same time, the supply of new housing
stock was not keeping pace with that of other New England states.
In fact, according to statistics from the U.S. Census Bureau, Rhode
Island ranked as the state with the lowest rate of housing production
in the nation between 2000 and 2008.
The lagging supply of homes further fueled housing-price appreciation and made rentals less affordable.

A Perfect Storm

Meanwhile, the amount of money working families could borrow
increased dramatically even though the median wage in Rhode Island was receding. The lack of affordable housing and the availability of easy credit conspired to create a perfect storm. Despite high
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prices for homes, subprime mortgage financing gave homes an “illusion of affordability.”2 (See “Median Income and Housing Costs.”)
The fertile subprime market was one key factor in Rhode Island’s foreclosure crisis. The protracted economic downturn and the
high unemployment rate exacerbated the problem. As of December

2009, Rhode Island had the second-highest unemployment rate in
the nation (11.8 percent).3 In 2009 alone, there were 2,852 residential foreclosure deeds filed in the state, averaging 238 per month.
In 2010, the number of completed residential foreclosures dropped
to 1,891 but increased again in 2011 to more than 2,000. In all,
between 2009 and 2011, 3.6 percent of all mortgaged properties
Median Income and Housing Costs
in Rhode Island experienced foreclosure.4
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family homes, significantly affecting renters. The cities of Central Falls, Pawtucket, Providence, and
Estimated Loss of Housing Units Due to Foreclosures
Woonsocket had the highest number of multifamily foreclosures,
in Rhode Island (2009-2011)
accounting for 76 percent of the state’s total multifamily foreclosures over the 36-month period. Most multifamily foreclosed homes
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Public Investment

It is tempting to assume that the glut of foreclosures and resulting
depressed prices effectively solved Rhode Island’s lack of affordable
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homes. However, the increased demand for rental homes was coupled with decreased supply, and that helped sustain high rental prices, particularly in urban areas. The average cost for a three-bedroom
apartment in 2010 was $1,531, 75 percent higher than in 2001,
when it was $875; for a two-bedroom apartment, it was 50 percent
higher; for a one-bedroom apartment, 47 percent higher.6
Rhode Island lacks the consistent state policies and investment
in affordable housing seen in neighboring Connecticut and Massachusetts, but some temporary Rhode Island programs have had
excellent results.
At the federal level, the Neighborhood Stabilization Program
(NSP) has had a significant impact on lives of countless families. In
the first distribution from NSP, the Rhode Island Office of Housing
and Community Development, in partnership with Rhode Island
Housing, received a total of $19.6 million to target 11 communities
that had been designated “hardest hit” by foreclosures. Another $5
million was received in the third round of NSP funding, which was
targeted to hardest-hit areas in Providence, Pawtucket, and Central
Falls. Those funds were rapidly distributed to rehabilitate foreclosed
properties into affordable housing and stem the tide of blight in specific urban neighborhoods.
A temporary state program, Building Homes Rhode Island,
was also important. It was funded by $50 million in proceeds from
the state’s first affordable housing bond, approved in 2006. Building
Homes Rhode Island is the only state program focused on providing
capital investments for affordable housing development. About $19
million of Building Homes Rhode Island funds were used to create
530-plus long-term affordable rental and 40 ownership homes out
of what were once foreclosed units.
An economic impact study by HousingWorks RI found that
for every dollar the program invested in affordable housing production, $16 went back into the Rhode Island economy.7
A great example of the opportunities created by public investment in affordable housing can be seen in Providence’s Smith Hill
neighborhood, where Smith Hill Community Development Corporation is using $1.22 million in NSP funds and $2.5 million
of Building Homes Rhode Island funds as part of a $12.4 million
neighborhood stabilization project. The Smith Hill CDC is working to convert 19 empty houses, 18 of which were previously foreclosed, into 52 two-, three-, and four-bedroom apartments. Some of
the properties will be owner-occupied multifamily homes, offering
eligible buyers the opportunity to earn rental income to supplement
their earned income. To date, 31 homes have been completed and
are currently occupied. Significantly, the $12.4 million project has
provided employment for between 175 and 200 workers.
Although there are many examples of proven success in the
development of affordable housing, Rhode Island remains one of
the few states that does not have a consistent investment strategy
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for building homes designed to remain affordable in the long term.
High cost burdens have resulted in the rental housing market becoming one of the most damaged segments of Rhode Island’s economy. Likewise, persistent foreclosures remain a significant factor in
the state’s recovery.
For Rhode Island to be truly competitive in attracting and retaining businesses, it must address the lack of a consistent funding policy and elevate the development and operation of long-term
affordable housing into its overall economic development strategy.
Rhode Island’s economic stability and health requires safe, affordable homes for all its residents.
Nellie M. Gorbea is executive director of Providence-based HousingWorks Rhode Island, a coalition of business and community organizations that promote stable, affordable homes. Contact her at nmgorbea@
HousingWorksRI.org.
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