2 State of Center City

By the end of the first quarter of 2022, recovery in Philadelphia was
well underway. Employment approached pre-pandemic levels; workers
were returning to the office; transit ridership and hotel occupancy
were rebounding; arts and cultural institutions were again welcoming
audiences. While previous cycles of recovery in the last two years were
disrupted by new variants, high levels of vaccination and immunity now
provide more basis for optimism. Still, full recovery is not guaranteed.
Philadelphia’s leaders must continue to promote vaccination, address
neglected quality of life and public safety challenges and long-
standing barriers to the city’s competitiveness that were exacerbated
by the pandemic.

Philadelphia lost 126,500 jobs in the initial two months of the
pandemic, but then steadily rebounded during 2020 and 2021, restoring
88,100 jobs (70%) by February 2022. But with 714,700 jobs, 95%

of pre-pandemic levels, Philadelphia was still below regional and
national rates of recovery. The most significant losses were in hotels,
restaurants, performing arts institutions and museums, all sectors
that depend on face-to-face interaction. Jobs in the office, health care
and educational sectors were impacted less seriously, but thousands
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of downtown employees shifted to working from home throughout
much of the pandemic, withdrawing their purchasing power and
economic impact from the center of the city.

By the start of the second quarter of 2022, pedestrian counts on West
Market Street and mobile phone location data showed a substantial
increase in non-resident workers in Center City. The return of
conventions, leisure travel and arts and cultural events, increased
hotel occupancy and hospitality employment. The number of open
restaurants and retailers reached 80% of downtown storefronts, with
many new tenants scheduled to open during the balance of this year.
Transit ridership and off-street parking volumes rebounded and new
housing production surged to historic highs.

Despite abundant predictions, it is simply too soon to tell whether
the new normal will be a hybrid model with fewer workers in Center
City each day, full return to the five-day week, or some unforeseen
adaptation to changed conditions. But history suggests that those
cities that are proactive, seizing opportunities created by crises,
tend to thrive. Those that are complacent, failing to respond to new
circumstances, often decline.
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The Center City District significantly expanded its basic clean and
safe services, added programming to its parks and promoted
restaurants and retail. The Philadelphia Police Department
restructured deployment with new targeted beats to support the
return to work. The Chamber of Commerce for Greater Philadelphia,
SEPTA, Visit Philadelphia, the Philadelphia Convention and Visitors
Bureau and many others have funded marketing initiatives such as
transit discounts and Ready. Set. Philly! (readysetphilly.com). CCD is
using social media to support the return to work and has launched
a business attraction effort called Philly Works (phillyworks.com)
seeking to position Philadelphia as an affordable alternative with
shorter commute times and a better live-work balance.

But this is also a moment when Philadelphia must lower long-
term barriers that have limited its growth. In the decade before the
pandemic, total employment in the city increased for the first time
in decades. Yet due to faster national growth and more impressive
gains in other major cities, Philadelphia continued to lose its share
of national employment. The local rate of job growth, especially for
family-sustaining jobs, was far below that of New York, Washington
and Boston. Even with the expansion from 2010 to 2019, the city had
a far lower regional share of businesses and jobs than these cities.
Philadelphia residents are thus less likely to be employed full time,
household incomes are lower, the poverty rate higher and the housing
affordability challenge greater.

Philadelphia remains overly dependent on wage and business taxes
that create disincentives for firms and workers to locate or expand in
the city. As a result, far too much of the City’s budget must be devoted
to problems related to our high rates of poverty and unemployment
and not enough is invested in economic development, parks, libraries
and other public amenities. A diminished real estate tax base has also
meant that the City has had to support increased expenditures for K-12
education and early childhood programs from the General Fund. The
reliance on taxes that dropped precipitously during the pandemic also
meant that Philadelphia used a far larger share of American Rescue
Plan funds to close budget gaps than cities supported by the more
stable real estate tax.

The best way for Philadelphia to achieve progressive goals is by
enhancing prosperity and creating more jobs. We have the highest
poverty rate because we have the slowest job growth and the lowest
density of businesses. The historical evidence is clear. Philadelphia’s
poverty rate was comparable to northeast peers in 1970, but then
steadily rose as manufacturing jobs declined and as we failed to
replace them with post-industrial jobs at the same pace as Boston,
New York or Washington. All three of those cities have more jobs than
they did in 1970. Philadelphia has 22% fewer jobs than five decades
ago. Our poverty rate is therefore the highest.

In the decade prior to the pandemic, when city jobs increased for the
first time in decades, the number of city residents employed full-time
went up and poverty declined. A growing tax base meant that the City
was able to devote more resources to services, housing and public
education. But our tax structure limited that growth to lower-wage
jobs and the density of businesses in the city was significantly lower
than our peers and our suburbs. Still, we see in the life sciences the
potential to capture the next wave of growth.
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As Philadelphia looks forward to a new administration and a post-
pandemic future, we need a citywide return to basics: clean and safe;
a focus on quality of life and the amenities that make neighborhoods
attractive, including quality schools. But the overriding goal of the
next mayor should be more robust and inclusive growth, achieved
through competitive tax policies that support entrepreneurial activity
and business expansion, supported by investments in infrastructure,
education and job training to prepare our city and its residents to
benefit in a new era of unprecedented and expansive opportunity.

Average Rate of Annual Private Sector Employment
Growth in Urban Counties, 2010-2019
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Average Annual Private Sector Employment Growth by Industry:
Philadelphia vs. Median Urban County, 2010-2019
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Philadelphia Non-Farm Payroll Employment, Seasonally Adjusted, 2020-2022
(in Thousands)
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Philadelphia Non-Farm Payroll Employment, Annual Average
(in Thousands)
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Source: Bureau of Labor Statistics, Current Employment Statistics
Note: Numbers are annual averages of non-seasonally adjusted monthly employment.

By February 2022, Philadelphia had restored of the
126,500 jobs lost in the initial two months of the pandemic.
Total employment in the city was at of the pre-pandemic
level, compared to 98% in the region, and 99% nationally.
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Monthly Employment Trends in Major Cities
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By the end of the first

quarter of 2022, recovery

in Philadelphia was well
underway, with increasing
employment, workers
returning to the office, transit
ridership and hotel occupancy
increasing, and arts and
cultural institutions again

welcoming audiences.

Matt Stanley
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Work Experience in Previous Year, Population Age 16 and Over

[ Worked full time, year-round [l Worked part time or part year Did not work
Washington
53.7% 20.1%
Boston
48.8% 25.5%
New York
43.9% 21.4%

Philadelphia

41.3% 22.3%

Source: U.S. Census Bureau, American Community Survey 2020, five-year estimates

Philadelphia’s poverty rate was comparable to
northeast peers in 1970, but then steadily rose
as manufacturing jobs declined without being
replaced by post-industrial jobs at the same
pace as Boston, New York or Washington.

Poverty Rates in Northeastern Cities, 1970-2019
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