Communities with Local Option Taxes
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Municipalities are now able to levy a
new local meals tax of 0.75 percent,
and may levy a maximum hotel /
motel tax of 6 percent (up from a 4
percent cap established in 1985). The
Massachusetts Department of Revenue
estimates that MAPC municipalities
could raise at least $75 million annu-
ally if these options were fully utilized.

In the MAPC region, 27 cities and
towns have chosen to adopt the local
option meals tax (as of mid-November
2009), and are together expected to
raise nearly $20 million. Half of this
will be collected in Boston, which is
projected to raise $11 million in the
next year. The other 26 “early adopters”
may each raise an average of $330,000.
The remaining 74 municipalities that
have not adopted the meals tax are missing
out: they could raise $13 million overall, an
average of $175,000 per community.

Across the MAPC region, 67 cities and towns
had instituted a local option hotel/motel tax
(usually 4 percent) prior to 2009. Since the
legislation was enacted, 29 of those commu-
nities raised the tax to 6 percent. Again, Bos-
ton is likely to gain the most, with additional
revenue of $8 million in Fiscal 2010 as a result
of this increase. The other cities and towns
that have adopted the increased rate are likely
to raise an additional $155,000 per municipal-
ity, on average. While not all communities
will be able to raise this much, every new
revenue source helps to reduce municipal
dependence on the property tax.



