
Comparison with Other Cities 1970-2013: Indexed Employment
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Comparison with Other Cities 1970-2013

CHANGING THE TRAJECTORY
PUTTING PHILADELPHIA BACK TO WORK

A JOB GROWTH PROGRAM

Philadelphia has been losing jobs for decades
People want to live & work here, but there are not enough jobs to retain them
We lost 284,344 (29.0%) jobs in the last four decades

THE CONSEQUENCES  
OF DECLINE
Philadelphia’s unemployment rate 
increased from 6.3% in 1990 to 
10% in 2013, while the national 
rate only rose from 5.6% to 7.4%.

Philadelphia has one of the highest 
poverty rates (26.3%) among major 
cities and one of the worst rates for 
deep poverty (12.3%).

37% of city residents outside of 
Center City need to commute to the 
suburbs to find work.

If Philadelphia continues on the 
same path we have followed since 
1990, there will be 35,000 to 40,000 
fewer jobs in the city by 2025. 

Small and minority-owned  
businesses struggle to grow in  
a contracting market.

93% of Philadelphia’s General 
Fund Revenues are generated 
locally; only 7% comes from state 
or federal sources. As long as 
jobs decline, we will never have 
sufficient revenues for services  
and schools.

Philadelphia Wage and Salary Jobs, 1970-2013

The rate of decline has slowed, but Philadelphia has 10.6% (82,698) fewer wage and salary jobs 
than in 1990, while the nation added 22%. Peer cities rebounded from recession, Philadelphia 
still has 4% fewer wage and salary jobs than in 2000.

Job decline is no longer the fate of old cities: Peer cities lost the same percent of manufacturing jobs 
but added many more new jobs. Employment levels in Boston, New York and Washington, D.C. are 
well above 1970 levels; Philadelphia’s pattern looks more like Detroit’s.
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GOALS FOR GROWTH

• Make Philadelphia a “Top Ten” job generator among American cities.

• End 40 years of job decline and put Philadelphia on a path to add 50,000 to 
100,000 jobs in the next decade.

• Reduce poverty and unemployment.

• Add jobs so residents don’t have to go to the suburbs to find work.

• Create a climate of expanding opportunity in which minority-owned and small 
businesses can take on employees and grow market share, while medium and 
large firms can concentrate more growth in the city where jobs are transit 
accessible to neighborhood residents.

• Increase demand for office, warehouse and retail space, sustainable construction 
jobs and generate new tax revenues to support schools and services.
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to the suburbs to
find a job.

Source:  OnTheMap - 2011, Local 
Employment Dynamics Partnership, 
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Industrial Development Corporation
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WHERE THE JOBS ARE: 2014

OUT-OF-DATE TAX SYSTEM 

Many things caused job loss, but Philadelphia’s unique tax structure looms large 
in limiting growth.

Philadelphia’s economy once was built around fixed assets like factories and 
manufacturing equipment that created products that moved by rail; today’s 
businesses use laptops and cell phones to move information digitally; highly 
mobile, they are sensitive to the costs of place.

68% of Philadelphia’s tax revenue 
comes from taxing what easily 
moves: wages and business income.

Philadelphia has the highest  
wage tax of the 50 largest US  
cities for individuals making  
less than $100,000.

Philadelphia is bursting with 
entrepreneurial energy, among 
college-educated younger workers, 
as well as those with no more than a 
high-school education. Philadelphia 
is outpacing many peer cities with 
a growing cadre of self-employed individuals. But because they are trying to sell 
services into a no-growth or contracting economy, the number of sole proprietors 
who have succeeded enough to take on employees lags far behind other cities.

Small and large businesses are deterred by a 20%-30% tax premium  
over the suburbs.

For more than 40 years, all job growth has been in the suburbs.

Instead of fixing what’s wrong, we have jerry-rigged a system of special 
exemptions, tax credits and tax-free zones that is neither uniform nor equitable.

FY15 General Fund Tax RevenuesFY15 General Fund Tac Revenues

Business Income 
& Receipts
15%

Other Taxes
1%

Parking Taxes
2%

Real Property
18%

Real Property
Transfer  6%

Sales Tax  5%

Wage, Earnings, 
Net, Profits 
and PICA Tax

53%

Philadelphia’s job centers are 
transit accessible and offer 
employment at all skill levels. But 
they are not growing fast enough 
to compensate for the absence of 
significant job growth elsewhere 
in the city. As a result, 188,000 
Philadelphia residents (37% of 
workforce) reverse-commute to 
suburbs each day; this is twice the 
rate of reverse commuting from 
New York City.
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AVI is challenging, 
but a necessary first step
in shifting the burden from taxing 
what can move to taxing land & 
improvements.

XX AVI is needed because we could not rely 
on the property tax because values varied 
so widely.  

XX The transition is painful for some & 
various protections are needed for those 
most dramatically impacted.

XX As the City works to repair & align 
assessments, it can lessen the impact & 
total tax burden by accelerating wage & 
business tax reductions. 

XX A new mix can reduce the total tax 
burden on many homeowners as it 
creates jobs.

Recommended  
Next Steps
XX Stick with AVI but implement annual 

reassessments so change is more 
predictable & less abrupt.

XX Implement a program to buffer long-term & 
low-income homeowners from increases.

XX Set a rate for the Use and Occupancy Tax 
that produces a revenue-neutral result 
between 2013 and 2014 tax years; don’t 
add more to tenant occupancy costs a 
second year in a row.

XX Lowering the wage tax below 3% in the 
next decade will reduce the burden on 
residents, help offset increases for many 
families in their property tax, and attract 
new jobs to the City. 

XX Substantially reducing the net income 
portion of the Business Income and 
Receipts tax is a powerful motivator for  
the growth of small and minority owned 
firms and for expansion & attraction of  
new firms to the City.

XX Job growth means construction jobs.

The Impact of 25,000 
Office Jobs by 2023
XX 25,000 office jobs (18% increase  

in existing office job base).

XX 150 per square feet/employee generates 
need for 3.7 million square feet of new 
office development; that’s 4 Mellon Bank 
Centers or 5 Cira Centres.

XX Direct benefits to the City:

X� Additional Wage Tax revenue/
expanded tax base;

X� Dramatic increase in sustainable 
construction employment;

X� Increased growth opportunities 
for minority and small business 
contractors;

X� Multiplier effect on housing, 
restaurants, hotels, and retail due to 
expanded employee population.

It’s time for Philadelphia to send a powerful message to 
start-ups, minority, and all firms making location and 
expansion decisions: Philadelphia is committed to job 
growth now!

XX Economic, demographic, lifestyle and energy-cost trends are all tilted now in Philadelphia’s favor.

XX Now is the time for municipal government to shift how it taxes to create a more competitive 
business environment.

XX More business formation and retention will, in turn, give the City more resources to  
support services.

XX Failure to act risks Philadelphia losing its emerging momentum as private sector decision-
making accelerates in the economic recovery.

Theory of Reform
Taxing salaries and profits 
depresses rents, discourages 
business formation, weakens 
demand for business properties  
and reduces the share of real estate 
taxes that government derives 
from commercial and industrial 
properties across the City.

As the burden of wage and BIRT 
(the cost of working and doing 
business in the City) goes down, 
the demand for real estate here will 
go up, increasing the share of real 
estate taxes that can be derived 
from business properties.

It’s time for Philadelphia to send a powerful message 
to start-ups, small businesses, minority and all 
firms making location and expansion decisions: 
Philadelphia is committed to job growth now!

Economic, demographic, lifestyle and energy-trends 
are all tilted in Philadelphia’s favor.

Now is the time for Philadelphia to commit to a plan to shift how it taxes and create a more competitive business environment.

Since more than 90% of municipal revenues are generated locally, Philadelphia cannot fund quality services in the 
absence of growth.

More business growth, expansion and retention will generate more demand for housing and retail services, more 
construction jobs and will provide the City more resources to support services and public education.

THEORY OF REFORM

Taxing salaries and profits 
depresses rents, discourages 
business formation, weakens 
demand for business 
properties and reduces the 
share of real estate taxes 
that government derives from 
commercial and industrial 
properties across the City.

As the burden of wage and BIRT 
(the cost of working and doing 
business in the City) goes down, 
the demand for real estate 
here will go up, increasing the 
share of real estate taxes that 
can be derived from business 
properties.

THE PLAN

Two tax commissions (2003 and 2009) portrayed Philadelphia’s failure to grow jobs 
in part as self-inflicted. Both urged local government not to pick winner and loser 
industries through special exemptions, but rather expand the playing field for all with 
a 10-year strategy to shift the burden from wage and business taxes to broad-based 
real estate taxes on assets not readily moved: land and improvements.

Tax reform will produce job growth, but efforts have been stymied by the concern about 
the lag time between wage and business tax (BIRT) reductions and the job and business 
growth that will result in an expanding real estate tax base. How to fund the gap? 

Solution: Commercial and industrial property owners pay more in real estate taxes 
to cover costs of reducing wage tax & BIRT. 

Wage tax is reduced below 3% over the next decade. 

Net-income portion of BIRT is cut in half over next decade.

A more competitive Philadelphia generates new jobs.

An up-front increase in commercial real estate taxes in the first two years of plan 
means no gap opens in City’s budget. 

Modifying Uniformity at State Level: To achieve this proposal, the Commonwealth 
would approve a plan that allows commercial and industrial property owners in 
Philadelphia to pay 15% more than residents (1.34% residential; 1.54% commercial). 

Revenues generated from differential are dedicated by state law to reducing wage and 
business taxes. 

15% differential is permanently established by state law; Philadelphia can choose in 
the future to modify real estate tax rates, but 15% differential is required by state law. 
This legal process will take at least two years, but the schedule at top of page 4 is an 
example of how it would look.

IMPROVE REGIONAL 
COMPETITIVENESS

Philadelphia’s wage tax is almost  
4 times the regional median. 
BIRT has no suburban counterpart 
and adds 20% to 30% premium. 
Property tax is 66% of suburban 
Pennsylvania median.

• Reduce wage tax by 25%  
   to below 3%.

• Cut net income portion
   of BIRT in half.



Fiscal Year RE Residential RE Commercial Wage Resident Wage Non-Resident NPT Resident NPT Non-Resident BIRT Gross BIRT Net

2015 1.3400% 1.3400% 3.9200% 3.4915% 3.9200% 3.4915% 0.1415% 6.4100%

2016 1.3400% 1.4500% 3.8280% 3.3924% 3.8280% 3.3924% 0.1415% 6.0690%

2017 1.3400% 1.5400% 3.7360% 3.2932% 3.7360% 3.2932% 0.1415% 5.7280%

2018 1.3400% 1.5400% 3.6440% 3.1941% 3.6440% 3.1941% 0.1415% 5.3870%

2019 1.3400% 1.5400% 3.5520% 3.0949% 3.5520% 3.0949% 0.1415% 5.0460%

2020 1.3400% 1.5400% 3.4600% 2.9958% 3.4600% 2.9958% 0.1415% 4.7050%

2021 1.3400% 1.5400% 3.3680% 2.8966% 3.3680% 2.8966% 0.1415% 4.3640%

2022 1.3400% 1.5400% 3.2760% 2.7975% 3.2760% 2.7975% 0.1415% 4.0230%

2023 1.3400% 1.5400% 3.1840% 2.6983% 3.1840% 2.6983% 0.1415% 3.6820%

2024 1.3400% 1.5400% 3.0920% 2.5992% 3.0920% 2.5992% 0.1415% 3.3410%

2025 1.3400% 1.5400% 3.0000% 2.5000% 3.0000% 2.5000% 0.1415% 3.0000%

POSITIVE FOR RESIDENTS & FOR JOB GROWTH

• Business community leads with investment in growth.

• All working residents & small businesses see their wage tax & BIRT go down.

• Positive impact on tenants as the taxes on their revenues and employee wages go 
down more than RE tax pass-through increases; creates incentives for existing 
business to grow in the city.

• Whole city benefits from job growth: Analysis suggests an additional 50,000 to 
100,000 new jobs over next decade.

• Adding 25,000 office jobs at 150 sf/job creates demand for 3.7 million sf of new office 
development; that’s four Mellon Bank Centers or five Cira Centres  
- a dramatic increase in sustainable construction and building maintenance jobs.

• Every 500,000 square feet of new office space adds 3,333 jobs, including high-
skilled, high-wage positions, technical, support and clerical positions, as well as five 
building engineers, 12 security personnel and 18 janitorial jobs. 

• Every time tenants turn over, construction trades renovate space. The same building 
fills 11,000 hotel room nights with business travelers, generates $2.8 million in 
annual retail sales and puts 2,333 daily riders on SEPTA. With 41 million square feet 
of offices downtown, the cumulative impact is compelling.

• Innovation spurred by medical, education and technology firms increase growth 
opportunities for minority and small business contractors and service providers.

• Start-up firms generate demand for co-working space and new business activity in 
older office, loft and industrial buildings throughout the city.

• Increased commercial RE taxes make 
proposal revenue-neutral to the City in 
first two years.

• Proposal is strongly revenue positive 
to City in years 3-10 as new jobs create 
new revenues for services and capital 
investment.

• The growth of jobs and the expansion 
of the real estate tax base across the 
city means that $42 million more in 
real estate taxes will flow directly to 
the school district in the plan’s first five 
years. After that, the plan will generate 
$40 million to $60 million more each 
year in stable, new real estate tax 
revenues for the District.

• More business growth citywide generates 
more real estate taxes from commercial 
and industrial property. Job growth 
means rising commercial office rents. 
Increasing average Class A rents just $1 
per square foot — from $27 to $28 per 
square foot for occupied space — would 
equal $8.2 million more each year in real 
estate taxes from the CBD.

• An increase in rent to Cira or Chicago 
levels— $37 to $38 per square foot — 
would equal $87 million more each year 
in real estate taxes from the CBD. 

• Join us in the effort to add 50,000  
to 100,000 jobs

TEN-YEAR PLAN FOR TAX COMPETITIVENESS

SUPPORTERS

POSITIVES FOR THE CITY’S AND 
SCHOOL DISTRICT’S BUDGETS

African American Chamber of Commerce
Brandywine Realty Trust
Central Philadelphia Development 

Corporation
Committee of 70
General Building Contractors Association
Greater Philadelphia Chamber of Commerce

Greater Philadelphia Hispanic 
Chamber of Commerce

International Brotherhood of Electrical 
Workers, Local 98

Northeast Chamber of Commerce
Parkway Corporation 
PRWT Services
SEIU 32bj


