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ABOUT CSPA

Founded in 2020, the Center for State Policy Analysis does
detailed analysis of live legislative issues to:

* Give lawmakers the information they need to improve
their legislation

* Help citizens understand — and productively debate
— the stakes of new laws and ballot initiatives

« Allow advocates to identify the most effective
interventions
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TOPICS FOR TODAY

* Higher Ed.

* Al

* Housing

« State Budget

« Commercial Real Estate
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HIGHER EDUCATION

MA IS SMAHT

“Having no other mines to work, Massachusetts has mined
into the human intellect; and, from its limitless resources, she
has won more sustaining and enduring prosperity and
happiness than if she had been founded on a stratification of
silver and gold, reaching deeper down than geology has yet
penetrated.”

-- Horace Mann, 1846
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HIGHER ED. CENTRAL TO ECONOMY

4.2% Share of total wages from higher education sector
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BROAD REGIONAL BENEFITS

The grounding
benefits of higher
ed. are spread
around the state
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ITRUST IN HIGHER EDUCATION

% of U.S. adults with "a great deal" or "quite a lot"
of confidence in higher education 22%;‘3'
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The ability of
modern Al to write
well and think
creatively calls into
question some core Used Al
principles of higher
ed.
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Al AT CSPA

Before | talk about Al trends in general, let me say that we use
it extensively:

« To create many of the charts in this presentation

 To model the impact of new laws and shifting
circumstances

* For brainstorming and idea generation

* Not to mention: lit. review, grant writing, copy-editing,
and a great deal besides
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UBIQUITY OF Al

% of U.S. adults who say they have
ever used ChatGPT

/ 43
Ages 18-29 33

27
30-49 21 :%:23

We're hardly alone.
People are increasingly
using Al for work,
pleasure, and edification.

U.S. adults 18 17
50-64 13
65+ 4 o= —0
Jul'23 Feb '24
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Al AND GROWTH

GS GDP growth scenarios: US
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Previous Baseline [} Minus Slowing Research Productivity ([JlJ Plus Al Boost
New Baseline

Source: Goldman Sachs Research
New baseline shows Al boost minus slowing research productivity, net of gOIdman
prior technology trend. All aggregates computed using FX country weights. aChS
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HOUSING MARKET CHALLENGES

Number of factors plaguing the housing market--and affected
our ability to attract and keep talent:

* High interest rates
* Rate lock
« Limited supply, limited construction

* Elevated prices
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RATE LOCK

Share of existing mortgages with rates below Percentage point difference fom  SELOW ASOvE
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HOUSING POLICY

THE ST
GOVERMIMNT |

5 HE E2E
E HOUSING

LS

The fight for the future of
MA housing is largely
about the balance of
power between towns
and the state

AFFORDABL
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STATE BUDGET

PUZZLING FY24 REVENUE

Millionaires Tax
$2.2b

State GDP Growth
~6%

Jonathan M. Tisch
College of Civic Life

Tufts

UNIVERSITY

FY24 vs FY24 vs

FY24 Actual FY23§ FY23 %
Collections Fav/(Unfav) Fav/(Unfav)

Income
Income Withholding 17,967 1,320 +7.9%
Income Est. Payments 3,919 160 +4.3%
Income Returns/Bills 5,005 1,074 +27.3%
Income Refunds Net (outflow) (2,775) (218) -8.5%
Subtotal Non-withheld Income 6,150 1,016 +19.8%
Subtotal Income 24,117 2,336 +10.7%
Subtotal Sales & Use 9,323 (73) -0.8%
Corporate & Business - Total 4,833 (232) -4.6%
All Other 2,528 (395) -13.5%
Total Tax Collections 40,800 1,636 +4.2%
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AMPLE RESERVES
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DUBIOUS PRACTICES

Behind the general stability are some concerning practices:

* Profound lack of understanding about how risks of
millionaires tax would materialize

« Substantial use of one-time funds in the FY25 budget

« Unrealistic accounting assumptions, like this in the
latest Ul report: “The unemployment rate is now
expected to stabilize at a rate higher than the previous
projection from 2025 onward: up to 3.75% from 3.4%."
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COMMERCIAL
REAL ESTATE

COMMERCIAL PROPERTY TAXES

Reliance on Commercial Property Taxes, 2022
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Tufts

UNIVERSITY

* Remote work + higher interest rates

Falling office values (25%+)

Updated tax assessments

Declining tax revenues
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FUTURE SHORTFALL

Tufts

UNIVERSITY

Boston Faces a Five-Year Tax Shortfall of 1.4 Billion
Gap between long-term trend and expected commercial property tax collections, FY2025-29
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CRE TAKEAWAYS

* Taxes work best when they target healthy
industries

« Commercial is not healthy, and can't absorb new
tax obligations w/o significant effects on prices,
defaults

* Even if the commercial sector were performing
better, transfer tax would remain an inefficient
approach to raising revenue

Jonathan M. Tisch II THE CENTER FOR
'\I'ufts ‘ College of Civic Life I I I I iLAI;l'LEYgIOSLICY

Comments and Questions
Welcome

Evan Horowitz, evan.horowitz@tufts.edu

September 2024
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