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State of Center City 2019: opportunities & challenges

Let’s start with the good news
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Philadelphia: 9 straight years of growth + 71,100 jobs
Longest winning streak since early 1950s

2018 was a really good year!
Lifted us above suburbs, national & large city average: 2.3%
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42.2% of all jobs concentrated in Center City 

In last three decades Center City has emerged
Dense, mixed-use, live-work downtown:  

40% jobs in office sector; 20% eds & meds; 11.6%  leisure & hospitality



4

Start of 2019: 61 major projects; 21.5 million sf,
$7.1 billion in new development completed/in progress

University City 10.5% of all jobs in Philadelphia
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University City campuses dramatically expanding
Attracting almost $3 billion in research funding

Penn making major investments in innovation
Huge opportunities with commercialization of research



6

Emerging leader in the new bio-tech economy

Drexel is going through significant expansion
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Drexel/Brandywine Innovation District

Park opened last week
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One of many new investments on both side of Schuylkill River 

Closing gap between Center City & University City

Strong growth at the Navy Yard: 1% of city jobs
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Temple’s campuses continue to grow= 1% city jobs

Center City (42.2%) + University City (10.5%)           
8% of land-area = 53% of all jobs in Philadelphia
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Center City = 315,000 jobs  
305,500 salaried jobs + 9,500 freelance & partners

All jobs concentrated at center of regional transit system 
that brings 300,000 passengers downtown each day



11

33% jobs require only HS diploma; 
30% require an Associates degree 

37% BA degree or higher

Diverse job offerings + SEPTA = 25% of working residents 
from every neighborhood earn their livelihood downtown

Outside Center City, just 10% work in neighborhood in which they live 
Another 5% work in University City
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Center City is the transit accessible alternative for
126,000 neighborhood + 34,000 Center City residents

160,000 downtown jobs for Philadelphia residents

But 40% of neighborhood residents outside downtown
Reverse commute to suburbs each day
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Office sector: 40% of employment, 121,300 jobs  

Office buildings: densest containers of our most diverse jobs
High wage/skill; moderately skilled; service jobs  

New record high inventory: 43.5 million sf (Comcast)

Rents in nearly all submarket above $30/sf
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During recent growth from 2002-2018
Philadelphia added 4.7 million sf of occupied space 

From 33.1m occupied to 37.8 occupied sf in CBD  

But during same period, 2002-2018, Boston’s CBD
Added 16 million sf; from 44.9m to 60.9m occupied sf    
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Philadelphia Philadelphia Philadelphia Philadelphia ---- Office JobsOffice JobsOffice JobsOffice Jobs 176.7 154.2 -22.5 -13%

InformationInformationInformationInformation 19.1 12.1 -7.0 -37%

Financial ActivitiesFinancial ActivitiesFinancial ActivitiesFinancial Activities 71.5 42.5 -29.0 -41%

Professional and Business ServicesProfessional and Business ServicesProfessional and Business ServicesProfessional and Business Services 86.1 99.6 13.5 16%

Philadelphia Metro Area Philadelphia Metro Area Philadelphia Metro Area Philadelphia Metro Area ---- Office JobsOffice JobsOffice JobsOffice Jobs 572.3 732.0 159.7 28%
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Modest office sector growth explains why our rents 
are well below peer cities

Boston - $62.14

$32.35

Further, only 3 of 28 major 2018 lease transactions                                  
were firms moving in from outside (1 was non-profit)
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Rents below many other regional locations
University City, Radnor, Conshohocken & Bala  Cynwyd

Result of local tax policy

Philadelphia’s CBD rent premium over suburban rents
Is just 16% compared to 27% for national average of CBD’s
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But comparatively low rents also make us ripe for                                   
a well-funded strategy for business attraction

An opportunity understood by the outside investors 
purchasing Center City office buildings

To reposition them for growth
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Potential for much stronger growth suggested by
number of national & suburban firms testing waters 

Occupying 773,000 sf of co-working space

20% of downtown employment = 61,000 jobs
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Center City holds 14 colleges & universities, 
5 hospitals & medical schools

Add University City & Temple = 112,254 students    
in & adjacent to Center City

Large source of retail & apartment demand
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Higher education institutions conferred                       
29,059 degrees in 2018

28% in health care
21% STEM (science, technology, engineering, math)

18% in business 

Provide a huge pool of skilled labor
Attractive to employers: talent advantage
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Leisure & Hospitality = 35,400, 11.6% downtown jobs

1993: Made major public investment in hospitality
Pennsylvania Convention Center 
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Subsequently expanded to a 1 million sf facility

Marketed by PHLCVB 
enjoyed a steady stream of meetings
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Including recent 16,000 person
Bio International Convention

Substantial investment in tourism attractions
Marketed by Visit Philly
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All categories of hotel demand:
Convention, group, business & leisure are all rising 

Generating 3.5 million room nights in 2018

Includes steady growth in international travel
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Hotel occupancy & room rates at all time high
Adding & absorbing new supply

354 arts & cultural institutions across Center City
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Third  largest number downtown nationally,           
behind Midtown NY & Washington DC

World-renown The Barnes Foundation
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Our most positive story 

Greater Center City
8 zip codes: Girard Avenue to Tasker Street    
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Fastest growing residential section of the city
Population up 22% since 2000 to 193,187

vv

Since 2000: 26,195 new housing units; 
25% who moved to PHL between 2000-2018, moved downtown

12% moved into University City
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Broad diversity of product being built
Apartments, townhouses & condos

vv

Very different from the condo boom of the 2000s
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81% of units built in 2018 apartments
66% of all supply in extended neighborhoods

12% of units single family with strong clusters:
Point Breeze, Francisville, Northern Liberties; Pennsport
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Averaged 400 new single-family homes/year since 2013

Indexed pricing shows a slowing of growth in market 
But still an appreciation in pricing of 4.4%

Demand remains strong
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Another 3,017 units under construction start 2019
71% apartments; single family up to 18%

Single family pattern in 2019 similar to 2018; 
more apartments in the core
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81% of new supply built in just 17% of city’s geography
Clustered around centers of job growth; transit connectively

Filled with young professionals & empty nesters
45% of residents in the core, ages 20-34, 79% - BA degree
61% of residents in Greater Center City have a BA degree 
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A growing number of families with children

75% of children living in Greater Center City
Attend one of 19 elementary public schools between Girard & Tasker  

67% attend their catchment area 

(neighborhood) school
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4 elementary schools: demand exceeds capacity
Queen Village, Society Hill, Passyunk Square, Fishtown

Development expanding beyond Greater Center City
Facilitated by SEPTA connections
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In Zipcodes just north of Girard  (19121, 19122, 19125)
2,912 units in progress compared to 1,210 just below Girard 

in 19123 & 19130

2,912

1,210

Since 2001: 78% increase in boarding                          
on Market Frankford line in Fishtown & Kensington
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While there is a lot attention focused on a handful 
of luxury condominiums in Center City

While there is a lot attention focused on a handful 
of luxury condominiums in Center City
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Home sales of $1 million or more  
Just 1% of 158,863 citywide transactions from 2010-2018  

78% of houses sold last year priced under $250,000

Of 91 global metro regions Philadelphia = 15th most affordable
Much less expensive than Washington, Boston, New York or San Francisco



39

On national scale, less expensive than 79 of 100 counties 

Affordability is why we are 
attracting young professionals 
& immigrants & why so many 
working class families own 
their own homes

Are supply and demand in balance?

• 10,000 net new households since 2010 (ACS) 
(mirroring job growth)

• 14,500 new units since 2010
(not counting deteriorated  or obsolete units that may have

been withdrawn from market  or demolished to make way
for new units)

• Maximum 4,500 unit surplus out of 100,000 housing 
units in Greater Center City  = 4.5% max surplus
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Rent growth slowed, flattened or edged downward
Free rent being offered in all new buildings

Demand remains strong

Housing Development in Perspective : 2019

Highest rents remain in the core
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One caution flag: Millennials are not forever
There are less 17 year olds than 27 year olds

Expanding job growth will be key

Residential density increased in Core to 60 persons/acre

Compared to 39/acre PHL; 15/acre in suburbs
Center City = 4 x suburban population density
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Density = 63% of residents in core; 57% in extended
Get to work without a car; 39% in core walk to work 

Citywide = 41%
Region   =  19% 

Density drives demand for retail: new supermarkets
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Return of corner stores 
in surrounding neighborhoods 

Revived retail corridors: Fairmount & Queen Village
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Passyunk Avenue & South Street West

Frankford Avenue in Fishtown
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Surging pedestrian volumes in the retail core:
Market, Chestnut, & Walnut Streets

Workers + residents + visitors = 
>$1 billion in retail demand concentrated downtown
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Multiple sources of demand mean that ped volumes rise       
at lunchtime & are sustained well into the evening hours

Density supports a thriving retail scene
743 local proprietors; 243 national chains 
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In retail, we are attracting many national, out-of-town brands

Part of a broader effort to support retail attraction
Philadelphia Retail Marketing Alliance
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Continuous growth in fine dining restaurants

468

2005                                     2010                    2019

400

350

300

65 in 1992

468 full-service restaurants
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Largest retail promotion: 2 x year: 
Restaurant Week

Flourishing of sidewalk cafes
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1995 = zero

2018: 433 outdoor cafes
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Promote after work amenities
Bars & outdoor cafes: SIPs

Multiple mixed-use projects on Market East
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Changing the retail landscape: September 2019
PREIT’s Fashion District will open 

The challenge: 
Growth in Center City & University City isn’t broad enough      

to replace all the lost jobs from the manufacturing age
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There is wealth of good news & business opportunity
But pull the camera back………….

Bad news: 
Highest poverty rate of 10 largest cities: 25.7%
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Huge income disparities in the city: poverty

Disparities in education levels  

26% Citywide with BA
Many not completing HS
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Disparities in labor participation rates: 
While 90% Center City’s adults are engaged in the workforce

Drops to 49% in North Philadelphia & 59% in Lower Northeast  

Major challenges in housing affordability that stem 
from low incomes not high costs

223,000 cost-burdened households making less than $50,000/year           
Paying more than 30% of income on housing
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These disparities strongly impact public policy thinking
Produce local legislation that impacts the marketplace

But we should reject the analogy of two cities  

Because it  leads to misguided legislative cures
We need to construct a new narrative
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Recall that 2/3 of jobs in Center City 
Don’t require a college degree; accessible by SEPTA

Nationally, since 2009 we’ve been living through     
an urban led economic recovery

National economy 
+1.7% per year
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Since 2009, Philadelphia averaged only 1.5%/year

National economy +1.7% per year

Philadelphia   1.5%/year

Last 3 years have been strong enough +2.1%
To lift us above Memphis & Chicago; 24th out of 26 
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But this pattern of late cycle growth….

Documented in June Cushman report on employment

Over-achievers, Middle of Roaders & Late Bloomers
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Report focused on MSA’s; we’ve isolated just cities
Compared job growth 2009-2014; 2014-2018

Philadelphia 
as late bloomer

Problem #1: Philadelphia as late bloomer
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Problem #2: Digging out of really deep hole
23% below 1970 job levels; 22,300 jobs below 1990

Boston & NYC also lost 85-90% of 1970 manufacturing jobs

Boston up +28% & New York +16%                       
above their 1970 job levels

Philadelphia is down 23% 
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Tale of one city that has not grown fast enough
We need to equal & sustain rate for 26 largest cities 

From 1.5% to 2.3%
More jobs= less poverty

What needs to be done?
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#1: Education & job training to prepare workforce
We can debate funding source, but not the need

Elevate high-school & college graduate rates
Invest in job training
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#2: Need our elected leaders to understand 
“Equitable growth” is not just about redistribution
It’s about creating a tax & regulatory environment                                                        

that encourages job growth

Proposals at national level to raise marginal tax rates

To fund health care, education & housing

You can agree or disagree

Tax rates: 1913-2019
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In absence of federal action, this has led to city legislation 

that seeks to carry out redistribution at the local level

Median Household Income
San Francisco $111,000
Washington DC $82,000
Boston              $67,000
NYC                   $61,000
Chicago            $55,000
Philadelphia     $39,759

We have limited wealth to redistribute locally
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Despite a small handful of neighborhoods,               
wealth is NOT concentrated in the city

Higher income 
zip codes in PHL

PHL’s wealthiest Zipcode = 51st in region
Only 3 in top 150 out of 342 zips

Wealth is concentrated in the suburbs

$39,759
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#3: City-wide Alliance for Growth
Raise incomes, reduce unemployment & poverty

By growing jobs: expand the pie - not just re-slice it

81% of new housing built in just 17% of city’s geography
Clustered around centers of job growth; transit connectively
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But in 14 (30%) of zip codes,                                                   
Philadelphia is still losing population 

Despite success downtown, since 2010, 
63,000 more residents of city 
neighborhoods left for homes in suburbs 
than moved from suburbs into city

Tide may be coming in young downtown
But in many areas old trends (1970s) persist

In both black & white neighborhoods 
outside downtown more individuals from 
households making over $100,000/year are 
moving out of the city than moving in

81% of households that left Philadelphia 
2010-2017 do not have children 

Likely explanation can be found
221,000 Philadelphia residents (40% of workforce)        

Reverse commute to suburbs each day
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Find a home near your suburban job & get a raise!
Philadelphia’s 3.8% wage tax drops to 0% or 1% 

This may be the most potent                 
tax incentive that Philadelphia offers
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Unusual mix of local taxes
61% Municipal tax revenue from wage & business taxes

19.7% comes from Real Estate tax

51%

We hold to manufacturing era 
tax structure when nearly all 
businesses are hypermobile

19.7%  PHL  RE TAX

92% Boston
42%  NYC
32%  Washington DC

Tax Policy is not just about revenue generation
It is about creating a climate that facilitates 

investment & job growth

• Philadelphia wage tax is 
almost 4 x regional median. 

• BIRT has no counterpart & 
adds 20% to 50% premium

• Depresses office rents

• Property tax is 66% of 
suburban PA median
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19.7% 29.7% 

Both 2003 & 2009 Tax Commissions: 
Shift burden from taxing what moves (wages & business revenues)                                 

to taxing what is fixed & stable: land & improvements

2019 2029

Both RE tax

After robust tax reduction from 1996-2008
Rate of reduction significantly slowed after Recession

Current plan: 3.88% to 3.87%
$5 year reduction on $50,000 income
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BIRT + U&O + wage tax puts damper of office rents
Limiting all our competitive advantages

No reductions in BIRT; increases in U&0

In this cycle of growth, Philadelphia spending nearly 
all the increased tax revenues that come in the door
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City budget up by 29% since 2014 (4%/year; 1.4% cpi)

Additional expenditures for schools & pension liabilities

We can achieve greater competitiveness if we invest some   
of proceeds of growth in accelerated wage & BIRT reduction

Job growth will expand the real estate tax base
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Had Philadelphia grown jobs since 2009 at the average rate 
of America’s largest cities (2.3%/year) we would have added 

117,000 new jobs, not 71,100….

Without expensive subsidies

City-wide Alliance for Growth
Raise incomes, reduce unemployment & poverty

Grow jobs: expand the pie - not just re-slice it
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Job growth will also generate more funding locally               
to fund public services & schools 

T
E

A
E

We have a dense, walkable downtown
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A city with great historical attractions

Rich with cultural amenities
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GGG

A growing realm of high-quality public spaces
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Transit & highways give employers access to…            

A very diverse 360 degree labor market
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Growing pool of talented & skilled                  
young professionals living downtown

Well-positioned for success



80

To realize our full potential we need                          
a city-wide alliance committed to job growth

State of Center City 2019


