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INTRODUCTION
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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B A C K G R O U N D

The City of Boston has decided to investigate 
the feasibility of making modifications to the 
city’s affordable housing requirements for new 
housing development through the Inclusionary 
Development Policy (IDP). 

This effort was borne, in principle, through the 
City’s Housing Needs Assessment, which has 
identified the substantial housing needs across 
the city. 

The City of Boston hired RKG to build a financial 
feasibility model to evaluate approaches toward 
enhancing the existing IDP requirements. 
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While the IDP is one of many factors influencing, and 
being influenced by, the ever-shifting housing market 
in Boston, the engagement process focused on 
ensuring the city heard several perspectives about 
developing more price diversity opportunities in the 
city. 

RKG utilized information gained from market 
research and interviews to construct an adaptable 
financial model.  All assumptions used in the model 
were reviewed and approved by City staff and the 
Working Group. 
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P R O C E S S  - E N G A G E M E N T
The process undertaken was collaborative and 
included engaging City staff, local and regional 
housing developers, local debt and equity investors, 
and other real estate professionals to understand the 
market dynamics and performance indicators in 
Boston.

In parallel, RKG engaged housing advocates, 
community groups, and citizens to learn more about 
the specific needs, concerns, and vision for 
modifying the IDP.

Further, the city established a Working Group of 
these disparate perspectives to participate in and 
advise the process.



P R O C E S S  – W O R K I N G  G R O U P
Markeish a Mo ore , Coalition for a Truly Affordable 
Boston/Dot Not For Sale

Leslie R eid , Chief Executive Officer, Madison Park 
Development Corporation

E rica Schw arz, Board Member, Boston 
Neighborhood Community Land Trust

Tam ara Sm all, Chief Executive Officer, NAIOP 
Massachusetts

Peter Spellios , Principal, Transom Real Estate

Ju stin  Steil, Associate Professor of Law and Urban 
Planning, MIT
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D o n na B ro w n , Executive Director, South Boston 
Neighborhood Development Corporation

Jesse K an so n-B en an av , Executive Director, 
Abundant Housing Massachusetts

G eo rge Lee , Coalition for a Truly Affordable 
Boston/Keep it 100 for Real Affordable Housing & 
Racial Justice

Ab e Men zin , Principal and Executive Vice 
President of Development, Samuels & Associates

G reg Min o tt, Managing Principal, the D/R/E/A/M 
Collaborative



The model enables the City to test a series of  
prototypical developments to understand the 
financial implications of changing the existing IDP 
ordinance.

RKG tested specific scenarios chosen by city staff 
and the Working Group to determine the relative 
impact in relation to developments constructed 
under the current development and approval process 
followed by the city. 

RKG modeled projects in eight distinct subareas, 
defined through empirical and market analysis, to 
test potential changes across the city’s very distinct 
housing submarkets.

The importance of this analysis cannot be 
understated, as setting the appropriate parameters 
for an updated IDP ordinance is key to ensuring 
housing development accommodates various 
income levels across the city while minimizing 
impact on existing development activity.
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P R O C E S S  - A N A L Y S I S



The city neighborhoods were organized 
into eight subareas for the purpose of this 
analysis. These subareas were assembled 
based on having similar market climates, 
development patterns, and socioeconomic 
conditions. While the groupings are not 
exact, they offer the opportunity to 
understand how proposed changes 
influence different areas of the city.
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S U B A R E A  
B O U N D A R Y  M A P

NE IG HB O R HO O D  SU B A R E A S MA P NU MB E R

Jamaica Plain/Hyde Park/Roslindale/West Roxbury 1

Roxbury/Mattapan/Dorchester 2
Longwood Medical Area/Mission Hill 3
Allston/Brighton 4
Bay Village/Fenway 5
Back Bay/Beacon Hill/Chinatown/Downtown/North 
End/ 
South Boston/South Boston Waterfront/
South End/West End

6

Charlestown 7
East Boston 8
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EXISTING POLICY  
REVIEW
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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SE T AS ID E
Projects are required to designate 13% of the total 
number of units on-site as affordable.

AMI
Average of 90% o f AMI for affordable units, with 
half to be priced at 80% of AMI and half priced at 
100% of AMI.

O FF-SITE
Units must be built within one-half mile from the 
proposed project site, and equal to or greater than 
18% of the total number of units within the proposed 
project in Zone A and B, or equal to or greater than 
15% in Zone C.

PAYME NT IN L IE U
Contribution of the equivalent of 18% of the total 
number of units multiplied by the greater of either 
the Zone factor or half the difference between the 
average actual market rate price and the affordable 
price per unit, by unit type. Zone C requires a 
payment based on 15% of the units. 

The payment threshold is determined by which IDP 
Zone a project is located.  The payment amounts are:

Zone A - $516,000 per unit

Zone B - $415,000 per unit

Zone C - $240,000 per unit 
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SE T AS ID E
Projects are required to designate 13% of the total 
number of units on-site as affordable.

AMI
Average of 70% o f AMI for affordable units.

O FF-SITE
Units must be built within one-half mile from the 
proposed project site, and equal to or greater than 
18% of the total number of units within the proposed 
project in Zone A and B, or equal to or greater than 
15% in Zone C.

PAYME NT IN L IE U
Contribution of the equivalent of 18% of the total 
number of units multiplied by the requisite zone 
factor per unit. Zone C requires a payment based on 
15% of the units. 

The payment threshold is determined by which IDP 
Zone a project is located.  The payment amounts are:

Zone A - $516,000 per unit

Zone B - $415,000 per unit

Zone C - $240,000 per unit 
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CURRENT  IMPLEMENTATION
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1515 Com m o n w ealth  Av e
151 To tal U n its
25 Affo rd ab le (16.5%)

New developments generally require a rezoning, 
variances, or both, opening the opportunity to 
negotiate various components of the development 
and its program.

Data provided by MOH and BPDA for projects over 
the past five years indicates that residential-only 
apartment developments average 25 units set 
aside.

Projects that have cross-subsidies (typically 
include large office or laboratory spaces) can 
reach higher set asides ratios

The financial feasibility analysis indicates that 
17% unit set aside at 70% of AMI has been 
normalized to suitable return levels



C A S E  S T U D Y  
S O M E R V I L L E

In May 2016 and December 2019, 
Somerville amended their inclusionary 
zoning ordinance to require 20% of units in 
new developments of four units or more to 
be affordable.

In the five-year period after the change, 
there was a 148% increase in the 
cumulative number of affordable units built 
and a 100% increase the cumulative number 
of market rate units built.

Development since 2018 has largely been 
legacy projects approved under the 
previous IZ policy.
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C A S E  S T U D Y  
C A M B R I D G E

In April 2017 Cambridge amended their 
inclusionary zoning ordinance to require 
20% of units in developments of ten or more 
units to be affordable.

In the five-year period after the change, 
there was a 2% increase in the cumulative 
number of affordable units built and a 33% 
decrease in the cumulative number of 
market rate units built.

A significant number of units were built in 
East Cambridge and Alewife during 2014 
and 2015 .
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SUMMARY

B ased  on  the existin g po licy rev iew :
Real estate market has normalized the existing IDP 
policy with recent projects averaging around 17% of 
units based on negotiations.

Changes to the existing IDP policy have the potential 
to generate more units, however based on the 
outcomes in Cambridge and Somerville, due care 
should be taken to ensure the development pipeline 
does not decrease.
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IMPLICATIONS
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CU R R E NT PO L ICY IS  L IMITE D
 Market is producing affordable units based on the existing policy.

 Over the last decade, housing demand has increased resulting in a 
greater need for affordable housing.

 Current policy is not sufficient to accommodate expected demand. 

CHA NG E  IS R E QU IR E D
 Rental and ownership policy require changes to meet current and 

future demand

 The impact of a policy change will be minimal if done strategically, 
delivering a greater amount of income-controlled units while 
maintaining a consistent development activity. 

AN O PPO R TU NITY FO R  INCR E A S ING  HO U S ING  
FO R  AL L
 Housing price growth is outstripping income growth.

 Low- and middle-income households have limited options.

 Supply of housing needs to increase.



HOUSING NEED  
ANALYSIS
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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DEMOGRAPHIC  
ANALYSIS

The racial and ethnic diversity in Boston has increased over time; 
however, incomes for the BIPOC population have lagged those of the 
White population. This is true for both family and non-family 
households. 

With the cost of living in Boston rising each year, more and more 
BIPOC households are living in larger multigenerational households 
due to the lack of income necessary to afford housing. 

Owning a home has become out of reach for most households in 
Boston, as the existing supply cannot meet current demand with 
prices rising year over year for the past decade. 
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M E D I A N  H O U S E H O L D  I N C O M E  
B Y  R A C E / E T H N I C I T Y

Median household income varies widely by race and 
ethnicity. The median household income for non-
student renters is $54,342; however, the median 
income for White renters is $97,162, while the 
median income drops to $54,332 for multiracial 
households, $36,551 for Asian and Pacific Islanders, 
$32,728 for Blacks, and $31,296 for Latinx.

The overall median household income for non-
student homeowners is over double the number of 
renters, at $122,015. White and Asian/Pacific 
Islander households have median incomes above the 
overall median; all other races/ethnicities are below 
the overall median income, with Black ownership 
households the lowest at a median of $90,408.
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M E D I A N  F A M I L Y  I N C O M E  B Y  
R A C E / E T H N I C I T Y

Another measure of income is median family income, 
which also varies widely by race and ethnicity. While 
median household income includes family and non-
family households, such as single individuals or 
roommates, median family income only includes 
households with related individuals. 

The median family income for non-student renter 
families ($49,995) is lower than the median household 
income for all non-student renter households ($54,242). 
The median income for White family renters is 
$122,628, while all other races/ethnicities are below the 
median, with Latinx having the lowest median family 
income of $32,823.

The overall median household income for families who 
own their home is close to triple the amount of family 
renters, at $143,799. 
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H O U S E H O L D  S I Z E  B Y  
R A C E / E T H N I C I T Y

In total, ownership households are more likely to be 
White (63 percent) than BIPOC (37 percent).   This 
contrasts renter households, where White 
households constitute 44 percent of the total market.

Regardless of housing tenure, larger households tend 
to be BIPOC, with 63 percent of owner households 
and 86 percent of renter households with 5+ 
individuals are BIPOC.  

In contrast, 1-person and 2-person households are 
disproportionately White than overall averages.  This 
data indicate that housing programs that target 
BIPOC households will skew towards larger units (2+ 
bedrooms).
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MARKET  
ANALYSIS

The price of land in the City of Boson has historically been high 
and has become even more expensive in in recent years. Land 
prices fluctuate based on the underlying zoning and the total 
number of units which can be developed. 

An example being that in highly dense areas such as the 
Downtown or Seaport, land is selling nearly $150,000 per unit for 
new construction, while in peripheral neighborhoods such as 
Jamacia Plain land prices are around $60,000 per unit. 

The high price of land indicates that developable land is scarce in 
the City of Boston. This development trends analysis presents data 
related to ongoing pipeline projects in the City of Boston. 
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A V E R A G E  L A N D  P R I C E  P E R  U N I T  
F O R  C I T Y  O F  B O S T O N
RKG used all available databases to understand 
current prices being paid ‘per door’ for housing 
projects. The analysis conducted by RKG, parsed 
out mixed use projects and any non-residential 
developments to ensure that purely residential 
development projects (which are not cross 
subsidized by lab or office components) were 
evaluated. 

Land costs are influenced by two primary factors:
 Unit density
 Cost of land per unit

City-wide the differential in land costs paid for 
rental units and condos is substantial where on 
average a rental unit developer pays about 
$63,000 per unit compared to a condo developer 
paying $183,000 per unit. 

This indicates that condo projects are scarcer and 
limited to only certain parts of the city. H
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So u rce: BPDA Pipeline Database, The Warren Group, RKG Associates, 2022

No te: RKG used the BPDA’s approved pipeline database and matched data with Suffolk County land sales and Warren 
Group sales data records. In some instances,  land record documentation was not readily available. 



A V E R A G E  U N I T S  P E R  A C R E  F O R  
C I T Y  O F  B O S T O N
The price of land is directly linked to its 
development potential. For example, if a parcel is 
under restrictive zoning and value creating 
development would not be possible, then the market 
price would reflect that circumstance. 

In the City of Boston, developers typically can obtain 
a zoning variance to maximize the development 
potential of a piece of land. As such, land prices 
reflect the development potential of the land. 

To better understand the price of land and its 
associated development potential, RKG calculated 
the land yield (units per acre) for projects currently 
in the BPDA’s pipeline. Unit yield ranges 
substantially, often impacted by adjacent uses 
(scale), neighborhood opposition, and legal 
challenges. 

On a per acre basis, rental projects yield 99 units, 
while ownership projects yield 190 units. This shows 
that development densities are consistent with an 
urban development scale
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No te: RKG used the BPDA’s approved pipeline database and attempted to match data with Suffolk County land 
sales records. In some instances,  land record documentation was not readily available. 



R E N T A L  P R O J E C T S  U N I T  D E N S I T Y  B Y  
N E I G H B O R H O O D

For rental units, the average 
units per acre vary by 
neighborhood.

Highest number of units per 
acre are typically found in 
denser neighborhood.

Lowest number of units per 
acre found in 
neighborhoods with a 
residential fabric that is 
more suited for smaller 
projects.
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No te: Neighborhoods without data points are due to lack of current pipeline project data 
and lack of land record documentation.



C O N D O  P R O J E C T S  U N I T  D E N S I T Y  B Y  
N E I G H B O R H O O D

For ownership units, the 
average units per acre vary 
by neighborhood.

Highest number of units per 
acre typically found in 
denser neighborhoods.

Lowest number of units per 
acre found in 
neighborhoods with a 
residential fabric that is 
more suited for smaller 
projects.
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AFFORDABILITY  
ANALYSIS

Viewing housing affordability in terms of income and cost 
(affordability threshold) serves as a proxy for understanding the 
challenges households face to afford adequate housing. 

This is particularly true in understanding the supply and demand 
imbalance that exists in the marketplace. With many households 
spending more than 30% and in some cases 50% of their income 
on housing. This occurrence is particularly acute for the BIPOC 
population.

Bridging the gap in the market is the key to ensuring the City of 
Boston has housing affordable and available to all income and 
ethnic groups. 
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I N C O M E  B Y  
R A C E / E T H N I C I T Y

The U.S. Census ACS data provides information on 
income levels by race and ethnicity.

Renter households of color more concentrated in the 
lowest income thresholds (under 50% of AMI)  

 Latinx households = 75% under 50% of AMI
 Black households = 77% under 50% of AMI
 Only 6% of all households earn between 60% 

of AMI and 80% of AMI

Income disparity smaller, but still notable for 
ownership households

 Burden of down payment and income 
qualifications ‘self-select’ households
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C O S T  B U R D E N I N G

American Community Survey (ACS) and the U.S. 
Housing and Urban Development (HUD) Department 
track cost burdened households.

 Those paying over 30% of their gross income 
on housing and essential utilities.

Cost burdening is most intense for households 
earning less than 60% of AMI, averaging more than 
two out of every three households.

 Most severe for households earning less 
than 30% of AMI.

Ownership households less impacted, but primarily 
due to higher concentrations of higher-earning 
households (>120% of AMI).

BIPOC renter population is significantly affected by 
the city’s affordability crisis as most of the housing 
available is financially out of reach. 
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O w n er O ccu p ied
Hou seh o ld s

Total
Non -

Stu d en t

Cost 
B u rden ed

Percen t of 
Coh o rt

Percen t
of Total

Un d er 30% AMI 9,213 7,700 84% 29%

31% to 60% AMI 13,055 7,765 59% 29%

61% to 80% AMI 5,351 2,512 47% 9%

81% to 100% AMI 10,091 3,529 35% 13%

101% to 120% AMI 9,074 2,279 25% 9%

Abo ve 120% AMI 46,602 2,843 6% 11%

TO TA L HO U S E HO L D S 93,386 26,628 29% 100%

R en ter O ccu p ied
Hou seh o ld s

Total
Non -

Stu d en t

Cost 
B u rden ed

Percen t of 
Coh o rt

Percen t
of Total

Un d er 30% AMI 56,747 42,477 77% 58%

31% to 60% AMI 28,412 19,031 67% 25%

61% to 80% AMI 9,191 4,686 51% 6%

81% to 100% AMI 12,098 4,220 35% 6%

101% to 120% AMI 9,886 1,907 19% 3%

Abo ve 120% AMI 37,263 1,895 5% 3%

TO TA L HO U S E HO L D S 153,597 75,216 49% 100%



H O U S I N G  U N I T S  B Y  A F F O R D A B I L I T Y

Mayor’s Office of Housing (MOH) tabulates income 
restricted units in the city.

Approximately 19% of all units have an income 
restriction, almost all of these units are rental units.

Income restriction is concentrated for households 
earning less than 60% of Area Median Income (AMI), 
consistent ratio with cost burdening data.

Almost all the lowest income housing is Housing 
Authority or projects with city/state/federal subsidy.
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Un it Type All
Un its R en tal Un its O w n er Un its

Total Ho u sin g Un its in Bo sto n 296,035 198,189 97,846

Incom e R estricted  Un its 56,695 53,898 2,797

Percen t Incom e R estricted 19.2% 27.2% 2.9%

Incom e R estrictio n  Lim it Un it
Cou n t

Percen t
of Total

Un d er 30% AMI 15,483 27.3%

31% to 50% AMI 21,065 37.2%

51% to 60% AMI 11,908 21.0%

61% to 80% AMI 5,736 10.1%

81% to 120% AMI 1,745 3.1%

Abo ve 120% AMI 143 0.3%

Un kn ow n 615 1.1%

TO TA L UNITS 56,695 100%



IMPLICATIONS
D E MO G R A PHIC
As the City of Boston becomes more diverse, greater numbers and types of 
housing are required to ensure the growing population has a place to stay. 
The BIPOC population tends to live in larger households resulting in the 
need for potentially larger units. The existing housing stock is not sufficient 
to effectively house the current population, let alone absorb the expected 
population growth.

MA R K E T
The market, while currently producing housing units, is not producing 
enough housing at a price point that is affordable to most of the population. 
Without the inclusion of affordable housing, more units will be built toward 
the top-end of the market which will further accelerate gentrification and 
displacement. 

AFFO R D A B IL ITY
Higher housing costs crowd out disposable income for other necessities 
such as food, healthcare, and transportation. Given the recent rise in rents 
and sales prices, and basic foodstuffs, stable housing costs through deed-
restricted affordability can ensure long-term stability for residents during a 
time of rapid inflation. 
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MODELING 
INPUTS
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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All financial feasibility modeling is based upon 
three principal components: construction costs, 
operational revenues, and operational costs. 
Each component relies upon several market-
based and financial inputs for the model to be 
effective. 

RKG Associates’ approach to model building 
focuses on using locally-derived inputs so that 
findings are relevant to the community/study 
area being considered. To this point, RKG 
conducted a comprehensive analysis of all facets 
of financial feasibility of residential development 
in the City of Boston.

The primary inputs for which local data was derived 
include, but is not limited to:

Construction Costs
Soft costs – design and preparation
Hard costs – materials and construction
Land costs – physical location

Operation Costs
Financing costs – debt and equity to pay for the 
project
Marketing, management, repairs, property taxes

Operational Revenues
Rental rates and sale prices
Parking revenue
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M E T H O D O L O G Y
M O D E L I N G  I N P U T S



To determine hard costs for construction and 
parking, RKG interviewed several for-profit and non-
profit developers, as well as referencing Marshall & 
Swift Valuation Services data to build out 
customized per square foot construction costs for 
stick, stick over podium, and steel frame 
construction typologies.

Similarly, RKG collected information on construction 
costs for three types of parking costs in Boston: 
surface, structured podium parking, and underground. 

Lastly, a land cost analysis was conducted by RKG on 
recently completed residential projects to understand 
the land price per unit developers have paid.
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M E T H O D O L O G Y
C O N S T R U C T I O N  C O S T S



Development financing is possibly the most 
important element of any real estate deal. Different 
types of financing are available depending upon the 
scale of the project. 

Through interviews with for-profit and non-profit 
developers, RKG gained an understanding around 
debt, operational costs, and vacancy assumptions 
used in developer proformas.

Additionally, information on financial return 
expectations was obtained and used as a benchmark 
for the IDP financial feasibility model to understand 
the impact policy changes may have on a projects 
financial return metrics.
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M E T H O D O L O G Y
O P E R A T I O N A L  C O S T S



RKG collected rental rate data for residential projects 
completed since 2018, which included pricing for 
efficiency (studio), one-bedroom, two-bedroom, and 
three-bedroom apartments. 

The market rental rates were used as a baseline for 
the analysis and compared to information obtained 
from developer interviews. 

The sales values of housing units were determined 
through a combination of market research and 
utilizing the BPDA’s property sales database to parse 
the most recent sales values by bedroom count. 

The results were used to set baseline assumptions 
around sale prices in the model. 
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M E T H O D O L O G Y
R E V E N U E S



Hard construction costs vary by 
building construction type:

 Stick
 Stick over podium
 Steel

Soft costs average around 20% of 
hard costs.

Underground parking is extremely 
expensive and averages about 
$125,000 per space.
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D E V E L O P M E N T  A S S U M P T I O N S  
H A R D  A N D  S O F T  C O S T S

Hard Construction  Costs (PS F) Apartm ent Condo

Stick $340 $390

Stick Over Podium $390 $440

Steel Frame $490 $540

No te: Values are based on data collected from stakeholders.

Construction Assumptions

Soft Costs (% of Hard  Cost) Average

Soft Costs 20.00%

Parking Costs (Per Space) Average

Surface $35,000 

Underground $67,500 

Structured Above $125,000 



O P E R A T I N G  
E X P E N S E S

Operating expenses are the cost of a property owner to market, 
maintenance and manage a rental property.

Operating costs do not vary for market rate or income-
controlled units, as costs do not change dramatically based on 
a tenant.

Vacancy and collection loss for new construction projects are 
consistent throughout Boston, with most impacts reflecting 
turnover (time between tenant occupation).
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O perating E xpenses (% of R ev)

Operating Costs 25%

Vacancy Rates 5%
No te: Values are based on data collected from stakeholder interviews.

So u rce: Developer Interviews, RKG Associates, 2022



Changing interest rate environment makes 
financing a project more difficult.

Larger developers can attain better rates 
than smaller developers.

Equity requirements average around 30%

Developer returns vary depending on the 
type of metrics they use.
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D E V E L O P M E N T  A S S U M P T I O N S  
F I N A N C I A L

Financing Costs

Interest Rate 5.00%

Equity Required 30%

No te: Values are based on data collected from stakeholder interviews.

E xpected Financial R eturn Average

Internal Rate of Return (IRR) 15.00%

Cash on Cash (COC) 5.00%

Return on Cost 5.50%

Financial Assumptions



RKG conducted a market survey 
and used the MOH rental 
database to analyze rents by 
neighborhood for new 
construction product built in the 
last five years.

Median rent for new construction 
product built in the last five years 
across all unit types is $5.36/SF 
($4,609 per month).

B ased  on  in terv iew s with  
develo p ers, ren t on  new  
pro du ct is no w  betw een  $5-
$7/SF depend ing on  
location . M
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R E V E N U E  A S S U M P T I O N S  
M A R K E T  R A T E  R E N T S  P E R  S F

Neighborhood Stud io 1B R 2B R 3B R

Jamaica Plain/Hyde Park/Roslindale/West Roxbury $4.78 $4.38 $3.96 $4.24

Roxbury/Mattapan/Dorchester $5.43 $4.64 $4.46 $3.92

Longwood Medical Area/Mission Hill $5.12 $4.91 $4.72 $4.57

Allston/Brighton $6.45 $5.36 $5.16 $5.78

Bay Village/Fenway $7.50 $6.67 $5.88 $7.84

Back Bay/Beacon Hill/Chinatown/Downtown/North 
End/ 
South Boston/South Boston Waterfront/
South End/West End

$7.29 $6.34 $5.40 $7.84

Charlestown $5.89 $4.47 $3.92 $5.78

East Boston $6.16 $5.09 $4.34 $3.98

So u rce: BPDA Rental Database, RKG Associates, 2022
No te: In cases where data points were unavailable, RKG used the average price of the neighborhood’s existing IDP zone



RKG used the MOH sales 
database to analyze sales 
prices by neighborhood for 
new construction product 
built in the last three years.

Median sales price for new 
construction product built in 
the last three years across 
all unit types is $1,026/SF 
($1.1 million).
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R E V E N U E  A S S U M P T I O N S  M A R K E T  
R A T E  C O N D O  S A L E  P R I C E S  P E R  S F

Neighborhood Stud io 1B R 2B R 3B R

Jamaica Plain/Hyde 
Park/Roslindale/West Roxbury $1,138 $661 $646 $497

Roxbury/Mattapan/Dorchester $1,061 $668 $591 $464

Longwood Medical Area/Mission Hill $1,286 $1,339 $980 $1,833

Allston/Brighton $1,140 $992 $958 $637

Bay Village/Fenway $1,286 $1,587 $1,617 $1,833

Back Bay/Beacon 
Hill/Chinatown/Downtown/North End/ 
South Boston/South Boston Waterfront/
South End/West End

$1,146 $1,250 $1,076 $1,193

Charlestown $1,138 $792 $785 $920

East Boston $1,061 $866 $731 $656

So u rce: BPDA Sales Database, RKG Associates, 2022
No te: In cases where data points were unavailable, RKG is showing the average price of that neighborhood’s IDP zone



P A R K I N G  R E V E N U E S  
P E R  S P A C E
In Boston (and most urban settings) the type of parking 
provided for the building often dictates how much the 
developer can charge in monthly parking fees.

RKG researched newly constructed residential developments 
and asked developers during interviews about the typical 
average monthly parking rate for different types of parking 
facilities. We found the average monthly price ranges from 
about $215 per month for surface parking to just under $400 
per month for underground parking.
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Parking Type Min Max Average

Surface $215 $215 $215

Aboveground $140 $400 $278

Underground $199 $475 $399
So u rce: Apartments.com, RKG Associates, 2022



M E T H O D O L O G I C A L  
O V E R V I E W
THE  IDP FINA NCIA L FE A S IB IL ITY MO D E L IS A PR O FO R MA-B A S E D  
E XCE L MO D E L THAT IS D E S IG NE D  TO  TE S T THE  FINA NCIA L IMPACT 
O F PO TE NTIA L PO L ICY CHA NG E S  AG AINS T THE  FINA NCIA L 
R IS K /R E WA R D  OF A PO TE NTIA L INVE S TME NT.

RKG’s financial feasibility model uses locally-sourced data to determine how 
changes to Boston’s IDP could impact the financial performance of a potential 
project. At its most basic level, the model is designed to capture construction 
and operational costs and compare those to potential revenues to determine if 
the project will meet or exceed local return expectations.

The model has the capability to test variations across nearly all data points to 
test the sensitivity of dozens of variables on financial feasibility. This includes 
variability in construction costs, land costs, operational costs, development type 
and size, location within the city, and more. The model is also set up to test 
changes in IDP metrics such as the percentage of affordable units, target AMIs, 
unit thresholds, and more.

While the model is a powerful tool to understand the impacts of changes to the 
IDP and the sensitivity of modifying assumptions, it is not intended to be the 
only analytic or policy tool the City of Boston should consider as it weighs 
changes to IDP.
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FINA NCIA L ANA LYS E S
The model measures three financial outcomes using three 
different metrics; Cash On Cash (COC), Internal Rate of Return 
(IRR), and Land Values. Each measure represents a decision 
point for those involved in the transactions that make 
residential development financially feasible:

 COC – Investors/Developers
 IRR – Developers/Operators
 Land Values – Property Owners

For a project to move forward, each group must have 
confidence that their investment requirements and return 
expectations can be met. Each group is measuring the 
risk/reward of a given project compared to other 
opportunities that may be in Boston, elsewhere in 
Massachusetts, or in other markets across the United States.

It is important to recognize that for a project to move forward, 
it requires support from all three groups to move forward.

PR O JE CT E XA MPL E S
To test the financial implications of changes to IDP, the  
model was constructed with data local to different 
subareas across the city recognizing that development 
costs and revenue assumptions vary depending on where 
a project is located in Boston.

To highlight these differences, this report provides 
examples of how different development and location 
assumptions can impact financial feasibility including:

 Selected neighborhoods that have varying 
development typologies and market factors 
(e.g., price points)

 Impacts of smaller (25 units) and larger (200 
units) projects in each subarea

 Using different development assumptions 
based on project size and location
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M O D E L  O U T P U T S
THE  CO R E  FUNCTIO N OF THE  IDP MO D E L IS TO  UND E R S TA ND  HO W CHA NG E S  IN PO L ICY IMPACT FINA NCIA L 
R E TU R NS  CO MPA R E D  TO  MA R K E T E XPE CATATIO NS .



I M P L I C A T I O N S
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THE  FINA NCIA L FE A S IB IL ITY MO D E L IS L IMITE D  
B Y ITS  INPU TS .
Given the complexity of development projects in urban environments like 
Boston, it is difficult to model every possible nuance or special situation 
that may create unique outcomes for a project. This model uses averages 
and typical development scenarios based on recent development trends 
in Boston. The model is sensitive to changes in these underlying 
assumptions, so in the future if costs and revenues deviate from normal 
averages, we may anticipate outcomes in the model to change as well.

FINA NCIA L PE R FO R MA NCE  IS JU S T O NE  
FACTO R  IN THE  D E CIS IO N-MA K ING  PR O CE S S  
O F D E VE L O PE R S .
It is important to acknowledge that the financial performance of a project 
is one of many factors developers and investors consider when looking at 
a deal. Developers also assess project risk and feasibility based on ease 
of process and permitting, flexibility in zoning, location and amenities, 
strength of the market, and strategic value. Given the variability and 
difficulty of assessing all of these additional factors, the model focuses 
primarily on the financial aspects of the project.



FEASIBILITY  
ANALYSIS
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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INPUTS

The model functions on a traditional proforma 
analysis platform, measuring the potential revenue of 
a real estate investment and comparing it to the 
costs and expenditures to construct, operate, and 
capitalize the asset. 

The modeling efforts compared the financial 
performance of 16 distinct residential development 
scenarios under the existing IDP against the financial 
performance of those same scenarios under an 
enhanced IDP. 
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INPUTS

The model has three primary components that drive 
the financial performance analysis:

D evelo pm en t Assum ptio ns – The development 
assumptions focus on the ‘bricks and mortar’ facets 
of the proposed residential developments. Factors 
such as total unit count, unit breakout by bedroom 
count, average unit size by bedroom count, type of 
parking, and the cost of land to accommodate the 
development. These factors influence construction 
costs, potential operational revenues (for rental 
housing) and sale values (for ownership housing).
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Financial Assu m p tion s – The financial 
assumptions include factors relating to debt and 
equity requirements, the cost of development 
financing (i.e., mortgage rates), inflation and 
appreciation rates (for operational costs and 
revenues), and project return expectations. 

Affo rd ab ility Assum ptio ns – The affordability 
assumptions include the market performance data 
such as market rent rates, target income thresholds 
for the IDP units, assumptions about the size of the 
inclusionary units, and the percent requirement of 
IDP units of the total development.



RENTAL  
FEASIBILITY  
ANALYSIS
BOSTON INCLUSIONARY DEVELOPMENT POLICY

R
E

N
T

A
L

 F
E

A
S

I
B

I
L

I
T

Y
 A

N
A

L
Y

S
I

S
49



TESTING COC  
FOR  CHANGES  IN  
INCLUSIONARY  
DEVELOPMENT  
POLICY

ANALYSIS OF SMALL TO LARGE SIZED 

PROJECTS IN INNER CORE AND OUTER AREA 

SITES
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A N A L Y S I S  O F  E X I S T I N G  I D P  P R O J E C T S

The financial feasibility analysis conducted by RKG 
provides key insights regarding the relative impact on 
development finance resulting from abiding by the 
exiting IDP policy. 

To that end, RKG modeled multiple prototypical 
development scenarios by calibrating the model with 
market-tested assumptions and tested the findings 
against real world examples. 

The financial model calculates the basic go/ no-go 
decision a developer must make about a potential 
project. The decision to pursue a project comes 
down to overall financial return and risk exposure.

The model tests Internal Rate of Return (IRR), Return 
on Cost (ROC), and Cash on Cash (COC) metrics.  
The rental analysis focuses on the COC metric, as it 
was proven to be the most difficult to reach market 
return expectations (noted through feedback to 
currently be 5.00% preferred, 4.50% minimum).
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The market scenario analysis provides an 
assessment of how a project would perform 
(financially) based on market averages for 
acquisition, construction, operation, and reversion. 

The analysis presents the performance of projects 
when using varying inclusionary percentages and 
AMI thresholds. 

Across all subareas of the city, the results of the 
analysis hold true, as both the percentage 
requirement of IDP units increases as well as 
affordability, project profitability decreases. 



SMA L L E R  PR O JE CT SCE NA R IO

 10% premium in rent above existing newer units

 Stick built construction

 Land values adjusted for project size and neighborhood

 Parking type varies by neighborhood

 Parking ratio varies by neighborhood

 Contribution for partial unit to IDP Fund

 Existing Zone determines contribution value

LA R G E R  PR O JE CT SCE NA R IO

 10% premium in rent above existing newer units

 Construction varies by neighborhood

 Land values adjusted for project size and neighborhood

 Parking type varies by neighborhood

 Parking ratio varies by neighborhood

 Contribution for partial unit to IDP Fund

 Existing Zone determines contribution value
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E X I S T I N G  I D P  P R O J E C T  A N A L Y S I S
ASSUMPTIONS USED

Th e ‘Fine Prin t’
 The model was built on market averages

 Citywide – construction costs, financing
 Neighborhood – land values, revenues

 Each project is unique, there is no way for a model to be able to predict every contingency of development
 The IDP model offers the user substantial latitude to change assumptions to understand the sensitivity of each variable on 

financial performance
 That said, the model is very capable of showing the relative impact of assumption changes on the performance of a project
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S M A L L  P R O J E C T   
2 5  U N I T S

Inner Core
Allston/Brighton

COC
Target Income AMI (Average)

70% AMI 60% AMI 50% AMI 40% AMI 30% AMI

Sh
ar

e 
of

 A
ll 

Un
its

13% 5.37% 5.18% 4.99% 4.79% 4.60%

17% 4.61% 4.35% 4.09% 3.83% 3.58%

20% 3.95% 3.64% 3.33% 3.01% 2.70%

25% 2.89% 2.51% 2.12% 1.73% 1.35%

30% 2.13% 1.68% 1.22% 0.77% 0.32%

IRR
Target Income AMI (Average)

70% AMI 60% AMI 50% AMI 40% AMI 30% AMI

Sh
ar

e 
of

 A
ll 

Un
its

13% 17.34% 17.00% 16.66% 16.31% 15.96%

17% 15.97% 15.50% 15.03% 14.55% 14.06%

20% 15.09% 14.49% 13.89% 13.28% 12.65%

25% 12.75% 11.98% 11.20% 10.40% 9.58%

30% 10.94% 10.02% 9.07% 8.09% 7.06%

RKG tested the existing IDP requirement of 
13% of the units to be priced at 70% of AMI 
for a small project in Allston/Brighton. 
U n d er the cu rren t po licy, 3.25 of the 
25 new  un its wou ld  be requ ired  to 
be affo rd ab le. 

The financial return both from a COC and 
IRR perspective are above a developer's 
expected return and therefore the project 
would be pursued. As indicated in the table, 
as affordability and inclusionary 
requirements increase, project viability 
decrease.

Ultimately, a straight 20% of units at 60% of 
AMI would yield a 3.64% COC, making the 
project infeasible to a potential investor 
without some cost offsets.  These results 
are similar throughout the city.
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L A R G E  P R O J E C T   
2 0 0  U N I T S

Outer Area
East Boston (non-waterfront)

COC
Target Income AMI (Average)

70% AMI 60% AMI 50% AMI 40% AMI 30% AMI

Sh
ar

e 
of

 A
ll 

Un
its

13% 3.85% 3.65% 3.44% 3.23% 3.02%

17% 3.15% 2.88% 2.61% 2.34% 2.06%

20% 2.54% 2.22% 1.89% 1.57% 1.24%

25% 1.64% 1.24% 0.83% 0.43% 0.02%

30% 0.79% 0.30% -0.18% -0.66% -1.14%

IRR
Target Income AMI (Average)

70% AMI 60% AMI 50% AMI 40% AMI 30% AMI

Sh
ar

e 
of

 A
ll 

Un
its

13% 14.90% 14.51% 14.11% 13.70% 13.30%

17% 13.55% 13.01% 12.47% 11.92% 11.36%

20% 12.34% 11.67% 11.00% 10.31% 9.61%

25% 10.47% 9.60% 8.70% 7.77% 6.80%

30% 8.59% 7.48% 6.32% 5.10% 3.82%

RKG tested the existing IDP requirement of 
13% of the units to be priced at 70% of AMI 
for a small project in East Boston. U n der 
the cu rren t po licy, 26 of the 200 new  
un its wou ld  be requ ired  to be 
affo rd ab le. 

Under this scenario the project is borderline 
viable depending on the metrics used by 
the developer. From a COC perspective the 
project is not viable, while under an IRR 
perspective it could potentially be viable. 

If there were ch an ges to  the ID P 
po licy th is pro ject wou ld  beco m e 
infeasib le as affo rd ab ility 
requ irem en ts increase.



TESTING COC  
FOR  PREFERRED 
APPROACH

• ANALYSIS OF SMALL TO LARGE SIZED 

PROJECTS IN INNER CORE AND OUTER AREA 

SITES

• FINE TUNED FINANCIAL AND COSTS 

ASSUMPTIONS BASED ON LOCATION AND 

PROJECT SIZE
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ANALYSIS  OF  PREFERRED 
APPROACH
Based on the results of the analysis of the existing 
IDP program, RKG and the MOH have engaged on 
how the IDP policy can be modified to enhance the 
city’s efforts to promote housing diversity. To that 
end, a new and emerging concept has begun to take 
shape which integrates the current IDP approach with 
BHA Tenant-Based Vouchers, which serve extremely 
low-income households while paying 120% to 165% 
of AMI.

Using BHA vouchers, offers an alternative that meets 
the need of households requiring deeply affordable 
units, while at the same time ensuring developers 
can make projects work. 
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To test the results of this approach, RKG calibrated 
the financial model to allow for 20% of the units to be 
affordable, under a scenario where 17% of units are 
at 60% of AMI and 3% of the units are part of the BHA 
program.

The hybrid approach improves the financial feasibility 
of a prototypical project and results in being able to 
serve lower-income households.

Across all subareas of the city, the analysis indicate 
that financial feasibility can be achieved through this 
method.  That said, the results are not strong in all 
subareas and will require development or financial 
adjustments to reach financial feasibility in some 
areas of the city (assuming market averages for 
costs and revenues hold consistent). 
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Construction  Assum ption

Construction Type Wood Frame

Parking Ratio (Spaces per Unit) 0.375

Land Price per Door $75,000

R evenue Assum ptions

Percentage Set-Aside at 60% AMI 17%

Percentage Set-Aside at 121% AMI 3%

Market R ate R ents

Studio $6.96

1-Bedroom $6.05

2-Bedroom $5.16

3-Bedroom $7.48

Inner Core
Back Bay/Beacon Hill/Chinatown/ Downtown/North 
End/South Boston/ South Boston Waterfront/South 

End/West End

Financial R etu rn

Cash on  Cash  (COC) 5.45%

S M A L L  P R O J E C T  
2 5  U N I T S

Under the hybrid approach towards IDP, RKG tested 
an IDP requirement of 20% of the units being 
affordable, with 17% of the units at 60% of AMI and 
3% of the units using BHA vouchers. Under this 
scenario, 5 of the 25 new units would be required to 
be affordable. 

Based on a COC (5.45%) approach the pro ject 
w ou ld  be finan cially viab le to a potential 
develo p er. 



S M A L L  P R O J E C T  
2 5  U N I T S
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Construction  Assum ption

Construction Type Wood Frame

Parking Ratio (Spaces per Unit) 0.375

Land Price per Door $50,000

R evenue Assum ptions

Percentage Set-Aside at 60% AMI 17%

Percentage Set-Aside at 121% AMI 3%

Market R ate R ents

Studio $5.43

1-Bedroom $4.64

2-Bedroom $4.46

3-Bedroom $3.92

Outer Area
Roxbury/Mattapan/Dorchester

Financial R etu rn

Cash on  Cash  (COC) 4.41%

Under the hybrid approach towards IDP, RKG tested 
an IDP requirement of 20% of the units being 
affordable, with 17% of the units at 60% of AMI and 
3% of the units using BHA vouchers. Under this 
scenario, 5 of the 25 new units would be required to 
be affordable. 

Based on a COC (4.41%) approach, the pro ject is 
below  retu rn  expectatio ns and  wo u ld  be 
requ ire a develop er to  seek so m e co st 
relief through mitigating other expenses (e.g., 
community benefit contributions).



M I D - S I Z E D  P R O J E C T  
1 2 5  U N I T S
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Construction  Assum ption

Construction Type Stick-on-Podium

Parking Ratio (Spaces per Unit) 0.375

Land Price per Door $45,000

R evenue Assum ptions

Percentage Set-Aside at 60% AMI 17%

Percentage Set-Aside at 121% AMI 3%

Market R ate R ents

Studio $6.45

1-Bedroom $5.36

2-Bedroom $5.16

3-Bedroom $5.78

Inner Core
Allston/Brighton

Financial R etu rn

Cash on  Cash  (COC) 4.89%

Under the hybrid approach towards IDP, RKG tested 
an IDP requirement of 20% of the units being 
affordable, with 17% of the units at 60% of AMI and 
3% of the units using BHA vouchers. Under this 
scenario, 25 of the 125 new units would be required 
to be affordable. 

Based on a COC (4.89%) approach, the pro ject 
falls  with in  the ran ge of cu rren t market 
viab ility bu t m ay no t be financially viab le to  
all investors . However, the difference between 
achieving the preferred rate of return versus the 
actual return is relatively small.
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Construction  Assum ption

Construction Type Wood Frame

Parking Ratio (Spaces per Unit) 0.375

Land Price per Door $40,000

R evenue Assum ptions

Percentage Set-Aside at 60% AMI 17%

Percentage Set-Aside at 121% AMI 3%

Market R ate R ents

Studio $5.22

1-Bedroom $4.78

2-Bedroom $4.32

3-Bedroom $4.62

Outer Area
Jamaica Plain/Hyde 

Park/Roslindale/West Roxbury

Financial R etu rn

Cash on  Cash  (COC) 4.83%

M I D - S I Z E D  P R O J E C T  
1 2 5  U N I T S

Under the hybrid approach towards IDP, RKG tested 
an IDP requirement of 20% of the units being 
affordable, with 17% of the units at 60% of AMI and 
3% of the units using BHA vouchers. Under this 
scenario, 25 of the 125 new units would be 
required to be affordable. 

Based on a COC (4.83%) approach, the pro ject 
falls  with in  the ran ge of cu rren t market 
viab ility bu t m ay no t be financially viab le to  
all investors . However, the difference between 
achieving the preferred rate of return versus the 
actual return is relatively small.
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Construction  Assum ption

Construction Type Stick-on-Podium

Parking Ratio (Spaces per Unit) .375

Land Price per Door $45,000

R evenue Assum ptions

Percentage Set-Aside at 60% AMI 17%

Percentage Set-Aside at 121% AMI 3%

Market R ate R ents

Studio $6.90

1-Bedroom $6.05

2-Bedroom $5.16

3-Bedroom $5.78

Inner Core
Back Bay/Beacon Hill/Chinatown/ Downtown/North 
End/South Boston/ South Boston Waterfront/South 

End/West End

Financial R etu rn

Cash on  Cash  (COC) 4.57%

L A R G E  P R O J E C T  
2 0 0  U N I T S

Under the hybrid approach towards IDP, RKG 
tested an IDP requirement of 20% of the units 
being affordable, with 17% of the units at 60% of 
AMI and 3% of the units using BHA vouchers. 
Under this scenario, 40 of the 200 new units would 
be required to be affordable. 

Based on a COC (4.57%) approach, the pro ject 
falls  with in  the ran ge of cu rren t market 
viab ility bu t m ay no t be financially viab le 
to  all investo rs . This scenario is close to the 
noted minimum rate of return currently sought in 
the marketplace. Finding a reduction in 
development costs may be needed to attract 
investors.
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Construction  Assum ption

Construction Type Wood Frame

Parking Ratio (Spaces per Unit) .375

Land Price per Door $30,000

R evenue Assum ptions

Percentage Set-Aside at 60% AMI 17%

Percentage Set-Aside at 121% AMI 3%

Market R ate R ents

Studio $6.16

1-Bedroom $5.09

2-Bedroom $4.34

3-Bedroom $3.98

Outer Area
East Boston (non-waterfront)

Financial R etu rn

Cash on  Cash  (COC) 4.50%

L A R G E  P R O J E C T  
2 0 0  U N I T S

Under the hybrid approach towards IDP, RKG 
tested an IDP requirement of 20% of the units 
being affordable, with 17% of the units at 60% 
of AMI and 3% of the units using BHA 
vouchers. Under this scenario, 40 of the 200 
new units would be required to be affordable. 

Based on a COC (4.50%) approach, the 
pro ject falls  w ith in  the ran ge of cu rren t 
m arket viab ility bu t may no t be 
financially viab le to  all investo rs . This 
scenario is close to the noted minimum rate of 
return currently sought in the marketplace. 
Finding a reduction in development costs may 
be needed to attract investors.



I M P L I C A T I O N S
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THE  HYB R ID  APPR O A CH U S ING  B HA 
VO U CHE R S  HE L PS  TO  SO LVE  THE  ISS U E  O F 
B U IL D ING  D E E PLY AFFO R D A L B E  U NITS .
The combination of BHA vouchers and 60% AMI units assists in bridging 
the gap between deeper affordability and project viability. Households in 
the low- to middle- income category will potentially have greater housing 
choice to meets their needs.

G R E ATE R  NU MB E R S  O F B HA VO U CHE R S  AND  
G R E ATE R  SU B S ID Y AMO U NT WILL  B E  
R E QU IR E D  TO  IMPL E ME NT THE  HYB R ID  
APPR O A CH.
To enact the Hybrid IDP approach, the city will be required to commit 
several housing vouchers to these market-rate projects, potentially 
creating competition with subsidized projects (e.g., LIHTC projects) 
and/or commit greater funds toward subsidizing units. Currently, long 
waitlists exist for housing vouchers as demand outstrips supply. If the 
policy change is enacted, then voucher demand will further increase. 



OWNERSHIP  
FEASIBILITY  
ANALYSIS
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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TESTING IRR  FOR  
CHANGES  IN  
INCLUSIONARY  
DEVELOPMENT  
POLICY

ANALYSIS OF MID-SIZED PROJECTS IN INNER 

CORE AND OUTER AREA SITES
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ANALYSIS  OF  EXISTING IDP  
OWNERSHIP  UNIT  POLICY
The current IDP program for ownership units requires 
a developer to set aside 13% of the units with 50% of 
the units priced at 80% of AMI and 50% of the units 
priced at 100% of AMI. This results in a blended rate 
of 90% AMI units. The IDP also allows for off-site 
units which must be built within one-half mile from 
the proposed project site. And requires that in Zones 
A and B 18% of the units must be set aside, while 
only 15% are required to be set aside in Zone C

Recent projects indicate the program has an 
effective set aside rate of 17%. This rate is higher 
than the 13% outlined in the ordinance and is a result 
of the negotiation process during permitting between 
the developer and the city.
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As part of the analysis, RKG modeled increases in the 
minimum set aside across all eight subareas. RKG 
tested a mid-size 50-unit ownership development in 
various locations of the city with differing 
construction types and associated finishes. The 
analysis investigated the impact on development 
feasibility by looking specifically at the Internal Rate 
of Return (IRR). The IRR is a standard metric 
developers use to assess financial feasibility on for-
sale product. An IR R  of 20% typ ically ind icates 
a pro ject is financially feasib le. 
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Project Assum ptions

Construction Type Wood Frame

Construction Finishes Standard

Parking Type Surface

Average Market Price (PSF) $735 

Average Land Cost (Per Unit) $59,000 

Outer Area
Jamaica Plain/Hyde 

Park/Roslindale/West Roxbury

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) -100% -100% -100% -100%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the outer areas of the city (JP/Hyde 
Park/Roslindale/West Roxbury) is not 
financially feasible. Even with a relatively low 
land cost per unit, the average market sales 
price of a unit is not sufficient to generate the 
required financial return on investment. 

Given that the project is currently financially 
infeasible, increas in g the requ ired  set 
as id e wou ld  furth er decrease the 
financial perfo rm an ce of the pro ject. 



O
W

N
E

R
S

H
I

P
 F

E
A

S
I

B
I

L
I

T
Y

 A
N

A
L

Y
S

I
S

68

Project Assum ptions

Construction Type Wood Frame

Construction Finishes Standard

Parking Type Surface

Average Market Price (PSF) $693

Average Land Cost (Per Unit) $59,000 

Outer Area
Roxbury/Mattapan/Dorchester

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) -100% -100% -100% -100%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the outer areas of the city 
(Roxbury/Mattapan/Dorchester) is not 
financially feasible. Even with a relatively low 
land cost per unit, the average market sales 
price of a unit is not sufficient to generate the 
required financial return on investment. 

Given that the project is currently financially 
infeasible, increas in g the requ ired  set 
as id e wou ld  furth er decrease the 
financial perfo rm an ce of the pro ject. 
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Project Assum ptions

Construction Type Stick-on-Podium

Construction Finishes Higher-End

Parking Type Aboveground

Average Market Price (PSF) $1,359 

Average Land Cost (Per Unit) $337,000 

Inner Core
Longwood Medical Area/Mission Hill

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) 28.0% 22.9% 22.1% 16.0%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the inner core of the city 
(LMA/Mission Hill) is financially feasible. Even 
with a high land cost per unit, the average 
market sales price of a unit is more than 
sufficient to generate the required financial 
return on investment. A prototypical project 
yields an IRR of 28%.

Given that the project is currently financially 
feasible, increasin g the requ ired  set 
as id e to  20% wou ld  decrease the 
financial perfo rm an ce of the pro ject 
an d  pu sh  the IR R  below  the 20% 
th resho ld. 



O
W

N
E

R
S

H
I

P
 F

E
A

S
I

B
I

L
I

T
Y

 A
N

A
L

Y
S

I
S

70

Project Assum ptions

Construction Type Wood Frame

Construction Finishes Above Average

Parking Type Aboveground

Average Market Price (PSF) $931 

Average Land Cost (Per Unit) $82,000 

Inner Core
Allston/Brighton

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) 32.4% 26.9% 25.3% 20.9%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the inner core of the city 
(Allston/Brighton) is financially feasible. Even 
with a moderately high land cost per unit, the 
average market sales price of a unit is more 
than sufficient to generate the required 
financial return on investment. A prototypical 
project yields an IRR of 32.4%.

The analysis indicates that increasing the 
requ ired  set aside to  20% wo u ld  resu lt 
in  an  IR R  of 20.9%, sligh tly ab ove the 
target finan cial perform an ce th resh old  
of 20%. 
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Project Assum ptions

Construction Type Stick-on-Podium

Construction Finishes Premium

Parking Type Aboveground

Average Market Price (PSF) $1,580 

Average Land Cost (Per Unit) $337,000 

Inner Core
Bay Village/Fenway

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) 43.0% 39.2% 36.4% 34.1%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the inner core of the city (Bay 
Village/Fenway) is financially feasible. Even 
with a very high land cost per unit, the average 
market sales price of a unit is more than 
sufficient to generate the required financial 
return on investment. A prototypical project 
yields an IRR of 43.0%.

Because recent condominium development in 
the Bay Village/Fenway area has a high price 
point, the project remains viable at 20% of the 
units.
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Project Assum ptions

Construction Type Stick-on-Podium

Construction Finishes Premium

Parking Type Aboveground

Average Market Price (PSF) $1,166 

Average Land Cost (Per Unit) $337,000 

Inner Core
Back Bay/Beacon Hill/Chinatown/ Downtown/North 
End/South Boston/ South Boston Waterfront/South 

End/ West End

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) 32.3% 27.2% 25.5% 20.6%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the inner core of the city (Back 
Bay/Beacon Hill/etc.,) is financially feasible. 
Even with a very high land cost per unit, the 
average market sales price of a unit is more 
than sufficient to generate the required 
financial return on investment. A prototypical 
project yields an IRR of 32.3%.

The analysis indicates that increasing the 
requ ired  set aside to  20% wo u ld  resu lt 
in  an  IR R  of 20.6%, sligh tly ab ove the 
target finan cial perform an ce th resh old  
of 20%. 
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Project Assum ptions

Construction Type Wood Frame

Construction Finishes Standard

Parking Type Surface

Average Market Price (PSF) $908 

Average Land Cost (Per Unit) $59,000 

Outer Area
Charlestown

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) 24.0% 18.5% 17.4% 13.3%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the outer areas of the city 
(Charlestown) is not financially feasible. Even 
with a relatively low land cost per unit, the 
average market sales price of a unit is not 
sufficient to generate the required financial 
return on investment. 

Given that the project is currently financially 
infeasible, increasin g the requ ired  set 
as id e wou ld  furth er decrease the 
financial perfo rm an ce of the pro ject. 
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Project Assum ptions

Construction Type Wood Frame

Construction Finishes Above Average

Parking Type Surface

Average Market Price (PSF) $829 

Average Land Cost (Per Unit) $82,000 

Outer Area
East Boston (non-waterfront)

Unit Set Aside R ate (at 90% B lended AMI)

17% 18% 19% 20%
Internal Rate of 
Return (IRR) 32.5% 27.9% 26.5% 21.9%

M I D - S I Z E  P R O J E C T  
5 0  U N I T S

Under the current effective rate of 17% of the 
units set aside at 90% of AMI on a 50-unit 
project in the inner core of the city (East 
Boston) is financially feasible. Even with a 
moderately high land cost per unit, the average 
market sales price of a unit is more than 
sufficient to generate the required financial 
return on investment. A prototypical project 
yields an IRR of 32.5%.

The analysis indicates that increasing the 
requ ired  set aside to  20% wo u ld  resu lt 
in  an  IR R  of 21.0%, sligh tly ab ove the 
target finan cial perform an ce th resh old  
of 20%. 
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O WNE R S HIP D E VE L O PME NTS  IN THE  O U TE R  
AR E A O F THE  CITY AR E  G E NE R A L LY NO T 
FE A S IB L E .
Based on the feasibility analysis of the existing IDP policy, the financial 
outcome of constructing ownership units in the outer areas of the city is 
mixed. Financial viability is highly dependent on location, construction 
type, and sales prices, indicating that special circumstance projects may 
be developed, but the average project continues to have difficulty. 

THE R E  IS  AN O PPO R TU NITY TO  INCR E A S E  THE  
ID P PE R CE NTA G E  SE T AS ID E  FO R  O WNE R S HIP 
U NITS  IN THE  U R B A N CO R E .
Even with very high land prices in the urban core, ownership projects are 
shown to have IRR’s exceeding the 20% expected return. As such, an 
opportunity exists to increase the set aside percentage in certain areas 
(Zone A and B) to 20%.   That said, efforts to increase the set aside above 
20% or lower the average AMI below 90% further reduces the financial 
analysis results, reducing the areas where projects can be supported 
(under current market climate metrics).



OTHER  POLICY  
IMPLICATIONS
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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U N I T  T H R E S H O L D

The city is considering modifying the minimum 
threshold for when a development project must adhere 
to the IDP policy. The current threshold is 10 units. 
RKG tested the financial impact of reducing the 
threshold downward from 10 to 6 units across the city, 
the results within Allston/Brighton and 
Roxbury/Mattapan/Dorchester are presented here.

Data indicate that reduction in the threshold adversely 
impacts projects, with smaller projects being more 
sensitive to IDP changes. The reason for the greater 
impact is that smaller projects do not generate enough 
financial return on a dollar basis, to offset the cost of 
building and delivering a unit. These find ings are 
co n sisten t throu gho u t all the sub areas.

To avoid ‘downsizing’ projects, or having development 
remain one unit below the minimum threshold, the city 
would need to set the threshold to two units. O
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COC
Allston/Brighton Roxbury/Mattapan/ 

Dorchester
With IDP 

(Preferred 
Approach)

Without IDP
With IDP 

(Preferred 
Approach)

Without IDP

10 Units 4.95% 8.66% 4.71% 7.95%

9 Units 6.68% 8.58% 6.32% 7.94%

8 Units 5.76% 8.08% 5.49% 7.47%

7 Units 6.17% 8.54% 5.85% 7.88%

6 Units 5.70% 8.44% 5.50% 7.84%
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Blended 
Average 

Value Gap

Existing IDP 
Units Rental Units Ownership Units

Payment in-
Lieu Fee

Per Unit 
Value Gap 

Differential

Per Square 
Foot Value 

Gap 
Differential

Per Unit 
Value Gap 

Differential

Per Square 
Foot Value 

Gap 
Differential

Zone A $380,000 $629,000 $674.39 $1,031,000 $850.45

Zone B $300,000 $428,000 $458.88 $599,000 $494.10

Zone C $200,000 $340,000 $364.53 $366,000 $301.91

The existing IDP policy offers a developer the 
opportunity to make a payment in-lieu of delivering 
units on-site. Typically, this option is exercised by 
developers of ownership units. 

The existing payment in-lieu is based on Zone, with 
Zone A having the highest payment amount of 
$380,000 and Zone C having the lowest at 
$200,000. These values were codified into the 
zoning ordinance and have not been updated since 
2015.

Payment in-lieu values are typically based on the 
value differential between delivering an affordable 
and market rate unit. The value differential is based 
on the expected net operating income and 
capitalization rate/sales value. RKG quantified the 
value differential for both owner and renter units for 
various unit types. The differen tial ran ges 
betw een  1.5x an d  3x the existin g paym en t 
in-lieu  fee, wh ich  ind icates the city has the 
potential to  raise the fee.
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R E D U CING  THE  U NIT THR E S HO L D  MAY R E S U LT 
IN SMA L L E R  PR O JE CTS  WHICH FAL L  U ND E R  
THE  ID P R E QU IR E ME NT.
If the city reduces the 10-unit threshold, the immediate impact would be 
project proposals falling under the new threshold. The reason for the 
reduction in units is that on smaller projects the cost of building and 
delivering an affordable unit is significant in comparison to the financial 
return and initial capital outlay. As such, developer may try to avoid 
projects which triggers IDP. 

INCR E A S ING  THE  PAYME NT IN-LIE U  
THR E S HO L D  WILL  AD JU S T THE  PAYME NT 
LE VE L TO  B E  CO MME NS U R ATE  WITH CU R R E NT 
MA R K E T CO ND ITIO NS .
Developers are currently accustomed to the existing IDP payment in-lieu 
policy. Updating the fee, to a value gap approach will mitigate the ‘jump’ 
in return levels for staying one unit under the requirement to deliver the 
next on-site unit.



COMPREHENSIVE  
HOUSING ISSUES
BOSTON INCLUSIONARY DEVELOPMENT POLICY
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COMPREHENSIVE  
HOUSING ISSUES
As mentioned in the Introduction  section, the ID P is one of many 
considerations for the city when trying to address the city residents’ 
housing needs.  Focusing changes on  a singe too l in the too lbox is 
ineffic ient and min im izes effectiveness. 

The purpose of this  section  is to outline som e of the other market, 
regu latory, and financial factors that can  influence the prov ision and 
sustainm ent of housing price divers ity—often  several tim es greater 
than  the inclusionary developm ent po licy incom e and unit 
threshold .
Th e follow in g are a lis t of som e of these key variab les:

 Zoning
 Approval Process
 Financial Incentives
 Cross-Subsidization
 Linkage
 Construction Costs
 Phasing
 Public Land
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ZO NING
Zoning is an extremely powerful tool for setting up 
predictable yet flexible land use policies in the city. There are 
several ways Boston could use zoning to create a more 
simplified and streamlined process, as well as incentivize 
development where desired.

Enacting zoning where specific uses and projects of a certain 
size are allowed by-right can help reduce the time it takes to 
get an approval and therefore the cost associated with that 
approval process. It can also help make development 
outcomes more predictable in the eyes of the neighborhood.  

Zoning that clearly defines density, land use, and design can 
also save time and reduce costs, but can also create value if 
incentives are in place to capture value for public good as a 
trade-off for deeper levels of affordable housing.

The use of zoning tools like density bonuses can be a way to 
help increase affordability within a project.

APPR O VA L PR O CE S S
The development approval and permitting process in the City of 
Boston can be long and expensive depending on where a project 
is located, the size and complexity of the project, and if there is 
any neighborhood opposition to the project. Speaking with 
developers across Boston, it was noted that soft costs for 
construction can constitute 20% of hard costs (between $70 and 
$100 PSF) for a project. This is a sizable percentage of total 
construction costs on a per square foot basis and is one of the 
few cost metrics the City can influence.

Finding ways to reduce those costs through predictable and 
flexible zoning, streamlined approval processes, and 
neighborhood planning that sets expectations for residents 
about future development can have a substantial impact on 
development costs, and therefore financial feasibility.
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FINA NCIA L  INCE NTIVE S
The use of financial incentives already exist in Massachusetts 
and the City of Boston. Both the city and state provide financial 
support for certain housing projects (e.g., LIHTC Projects), and 
are making direct and indirect contributions (e.g., reduced cost 
of publicly-owned land) to increase the production of price-
diverse housing.

However, the city’s financial tools have been exclusively used to 
augment other state and federal grant funds, and not invested 
into private-sector IDP projects. The feasibility analysis reveals 
that achieving greater set-asides or lower income thresholds are 
not financially feasibility without some form of financial 
assistance.  The city can use existing programs, or even 
consider tax abatements, to increase the reach of the IDP 
without greater risk of market disruption.

CR O S S -SU B S ID IZATIO N
The IDP model measures residential-only developments.  Mixed-use 
projects, particularly those that have included a life science/lab 
component, offer a substantially different financial reality. Recently 
developed and approved projects that include a substantial 
commercial/lab component have offered higher percentages of 
affordable units because the revenue from life science uses is great 
enough to offset the revenue losses of the additional affordable 
units.

There are numerous examples of these mixed-use projects in 
Boston, Cambridge, and Somerville where cross-subsidization has 
been a successful model for deeper residential affordability. 
However, those projects are likely to occur in specific locations that 
are conducive to the life science market. These projects also require 
larger land area, higher floor to floor heights, and more intensive 
infrastructure. These projects are not appropriate for all 
neighborhoods in Boston and should not be considered a “typical” 
example of how residential development happens in Boston.
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L INK A G E
In addition to analyzing the financial feasibility of changes to 
IDP, the City is also undertaking a study of the current 
linkage fee program that applies to commercial 
development. The current linkage fee program applies a fee 
of $15.39 per square foot to commercial projects over 
100,000 SF in size. Linkage is important to advancing 
affordable housing in Boston because $13.00 of the $15.39 
is dedicated to affordable housing. The linkage fee program 
generates millions of dollars of flexible funds the City can 
direct toward affordable housing projects.

The interplay between linkage fees and IDP is important to 
understand because setting the linkage fees too high could 
impact commercial feasibility in Boston which would in turn 
reduce linkage fees for affordable housing. Setting the fee 
too low could encourage more commercial development at 
the expense of residential or mixed-use projects. This is why 
these two policies should be considered in parallel.

CO NS TR U CTIO N CO S TS
Construction costs (specifically hard costs) in Boston are twice 
as high as most other markets across the United States. Some 
of this is related to the complexities of building in an urban 
environment with existing infrastructure, but the impact of high 
construction costs creates the need to generate offsetting 
revenue from residential rents or sale prices. The pandemic 
created dramatic shifts in labor and material costs which in turn 
placed pressure on raising market rents and sale prices. This 
cycle creates less price diversity in the city and leads to greater 
levels of gentrification and displacement of existing residents.

The higher construction costs also erode the developer’s ability 
to provide more affordable housing or lower AMIs. Through our 
modeling efforts we noted a 5% reduction in hard costs (about 
$19 PSF) for the sample project we tested would have supported 
5% more affordable units at 70% of AMI (6 more units) without 
impacting the financial feasibility of the project.
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PHA S ING
Substantial and immediate changes to any policy or 
program that impacts development in the city can have a 
cooling effect on the market and could result in a 
slowdown of development in the near-term. To moderate 
these potential shocks to the market, changes to the IDP 
could be phased in over time with the goal of increasing 
the affordable housing percentage as well as lowering the 
AMI targets. 

Creating a strategy that increases requirements over a set 
period can add a level of predictability for both developers 
and property owners and allow the market to absorb and 
plan for future changes along the way.

PU B L IC LA ND
In addition to regulatory changes and financial incentives, the 
City of Boston also has control over publicly owned land. 
Given that land costs are a substantial factor in financial 
modeling, using low- or no-cost land leases of public land in 
return for greater levels of residential affordability could be 
another effective tool. 

The City has already begun to explore opportunities for 
leveraging public land for public good through the Mayor’s 
recent study of city-owned parcels. To date, Boston identified 
9.5 million SF of vacant or underutilized land across 1,238 
individual parcels. While this land may be used for a variety 
of public purposes, affordable housing is a top priority for the 
administration.
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