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Downtown office sector: Post-pandemic landscape
Understanding the economics, mindset, pressures

Key to sparking recovery & change in practices

We judge the vitality of cities: on-street activity

But it is upper floor uses & density 
that drives street level & transit activity

High-rise office buildings most dense development
within cities & most job intense

Drive demand for adjacent housing

Two exceptions: San Antonio & Las Vegas
But generally it is upper floor work uses & density 

that drives at least 30% of street level activity
& hold a very large share of jobs
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Industry actors

Developers

Owners:  Individual companies REITs/Pension 
funds:

seeking return on investment

not specifically tied to place

Management: day to day operations
operating maintenance contracts
tenant service & cost management

Commercial tenants: seeking access to talent;
Favorable cost, transportation connectivity;  access to amenities

Brokers: representing ownership & tenants 
Invest in research & trend analysis

What is their motivation to lease ground floor
When 95% of income is coming from upstairs?

Brokers best source of data Basic measures of industry performance

Supply – expressed as square footage; Different brokerage 
firms count different geography & inventory

Rents – expressed as dollars per square foot; includes 
tenant fit-up costs, cost of occupancy + pass through of 
operating & maintenance costs (O&M) & municipal taxes, 
including BID assessments

Asking rent & effective rent (concessions)  
Investor looking for ROI; will improvements return higher ROI?

Occupancy/Vacancy Rates

Absorption - Positive & negative

Midtown Manhattan most dense employment center in US
With 902,306 jobs; 920 jobs per acre

Downtown Chicago: 294 jobs per acre
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LA - Downtown: 285 jobs per acre San Francisco 217 jobs per acre

Center City Philadelphia, 203 jobs/acre Even sprawling 635 square mile Houston 

Job density of 2.9 jobs per acre Has three high density downtowns
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Central Houston: 156,000 jobs at 133 jobs/acre Office has been the setting for collaboration, 
innovation, mentoring and growth

Density has an economic value in-itself

The essence of cities is “the 
absence of physical space 
between people & companies.

[Cities] are proximity, density, 
closeness.  They enable us to 
work & play together, & their 
success depends on the 
demand for physical 
connection.”

Density creates economies of scale & robust labor markets;  
Competitors benefit from proximity; support services/labor 

Dense cities spur on-street activity 
& unintended interaction 

& unexpected conversations on the street
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Empty offices = ground floor & concourse retail vacancy
Lifeless sidewalks

1600 Market: Macy Trout

Economic impact of office sector Typical private sector office sector tenants
NAICS = North American Industrial Classification System

At the 2-digit level, the Office Sector is roughly the following:

• 51:  Information & communications

• 52:  Finance & Insurance

• 54:  Professional, Scientific, & Technical Services

Law, accounting, engineering, architecture

• 53:  Real Estate Rental & Leasing

• 55:  Management of Companies & Enterprises
• Corporate headquarters: Energy in Houston,

Technology in San Francisco,  Amazon in Seattle

Comcast & Aramark in Philadelphia 

Banks in Charlotte

Typical office occupant

Tenant; most buildings multi-tenanted
(some corporate headquarters are owned)

Signed a 10 or 15 year lease; locks in rent; 
fit up allowance; pass-thrus  

May have offices elsewhere in region 
(suburbs) Comparison shoppers

With digital technology the cost of moving
is lower; leave furniture behind & upgrade

Footloose; retention & attraction are key
Economic development activities

“Traded” professional & business services
Businesses that sell outside the region
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Boston’s strength in financial services
Selling outside the region

San Francisco: Traded information services
Import wealth back within the region

Office buildings dense containers of opportunity

500,000 sf + 500,000 sf 
=1,000,000 sf of office 

Based on calculations by the 
Building Owners & Managers 
Association (BOMA) pre-pandemic 

every 1 million sf of occupied office 
space provided 6,700 office jobs at 
all skill levels

2015: Office sector jobs not only high wage
Both highest wage & most diverse

Paying between $20,000 & $59,000

Administrators, Administrative Assistants, Architects, 
Accountants, Collections Business Analysts, 
Clerical/Secretarial/Receptionist, Customer Service 
Representatives, Computer Programmers & 
Technicians, Data Analysts,Facilities Managers, 
Financial Analysts, Law Clerks, Marketing 
professionals, Paralegals, Quality Advisors, Sales 
representatives, Security personnel, 
Telecommunications Analysts

Office jobs support scores of other jobs
Each 1 million sf office space supports

500,000 sf + 500,000 sf 
=1,000,000 sf of office 

36 janitors, 24 security guards
& 10 building engineers.

Employees within buildings generated 
$3.6 million in annual retail sales in 
surrounding shops & restaurants; 
drove demand for transit, taxi & 
ridesharing jobs. 

Business travelers to firms occupying 
each million sf of office space created 
annual demand for 22,000 hotel rooms

Many blue-collar jobs depend on presence of office workers
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Constructing an office building & hotel of comparable size 
will both generate about 1,200 construction jobs

Comparative employment density 

PSFS bank building
600,000 sf=4,000 office jobs

Loews Hotel
Average = 8 jobs for every 
10 hotel rooms in banquet 
or convention hotel

600 rooms =  480 jobs

Local workforce participation

51% 60% 80%

Sectors cross-fertilize: Diversification has
Changed the value proposition

Hotels, theaters & restaurants
create an environment that attracts 
business and residents.

The hospitality industry & eds/meds 
creates work for accounting, architecture 
& law firms.

Office tenants attract both corporate 
meetings and business travelers that fill 
hotel rooms.  

55% of business at convention center, 
eds, meds &  pharma

Diversification is key to success

So not office buildings isolation Offices set in a thriving & mixed-use downtown
Conventions, hotels, restaurants, cultural institutions & housing
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Diverse downtown sectors reinforce each other Pre-pandemic conditions: office building job density 

Formula in 1980s & 1990s              
was 250 sf per employee.

Technological innovation 
(fewer private offices/secretaries) 
“hoteling” & downsizing pressures = 

175-150 sf/ employee

Pre-pandemic office space @ 150 sf/worker Open office plan
Computers eliminated secretaries, filing staff & cabinets

Law firms stopped needing law libraries

Earphone reduce the need for private offices Common areas instead for socializing, 
gathering, small meetings
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Return to “factory” conditions: Facebook Pre-pandemic options 
Intimate scale in coworking spaces

Both locally grown spaces for free-lancers, 
start-ups & entreprenures

National organizations  

Some were open & airy Shared workspace: offices or desks                                           
rented on short-term basis: Industrious
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Pre-pandemic technology enabled viable alternatives Pandemic dramatically accelerated WFH

What is global: what is local & cultural?

Roughly conforms with Placer Ai data
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Irreversible disruption? 
Generalizing about the future after too little time?
What about another disruption? Major recession? 

Type of work major factor Tech dominance in San Francisco:                              
38% of office space  

Tech firms leased 27% of office space                                 
in Downtown Portland

Tech companies leased 21.4% of office 
space in downtown Denver
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Amazon in Seattle accounted                                     
for 20% of downtown office space

Comcast Philadelphia: 5.5% of downtown inventory

Energy sector in Houston: 20% of occupancy
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San Antonio 
Midtown Manhattan

San Jose 
Nashville San Diego 

Memphis Philadelphia
Boston 

Lower Manhattan
Charlotte 

Houston Austin
Fort Worth

Dallas 
Indianapolis

Chicago 
Phoenix Los Angeles

Washington 
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Atlanta Seattle 

Jacksonville San 
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Denver 
Portland

Non-Resident Worker Recovery Rate in Downtown Areas: 
2024 Q4 as a Percent of 2019 Q4

Employee preferences: what is US specific/global
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Amazon workers protest return to office mandate

https://www.cbre.com/press-releases/apac-companies-leading-the-return-to-office-with-plans-to-expand-office-portfolios-cbre-
survey#:~:text=Media%20Contact&text=Asia%20Pacific%20%E2%80%93%20July%203%2C%202023,a%20new%20survey%20by%20CBRE.

Asia Pacific Companies leading RTO with Plans to expand Office Portfolios: 
Hybrid Working continues to be prevalent in Asia Pacific Post-Pandemic

Asia Pacific – July 3, 2023 – Employees in Asia Pacific are leading the way in the 
return to the office, with office utilization rates in the region reaching 65%, compared to 
50% in the U.S. and Europe, according to a new survey by CBRE.

Survey found nearly half (48%) of companies are prioritizing efforts to bring their 
employees back into the office amid economic uncertainty. Although hybrid working 
remains the new normal in Asia Pacific, 44% of companies plan to increase their office 
portfolios over next 3 years, indicating a strong improvement in expansionary appetite. 

This is contrary to the belief that the pandemic and remote work adoption led to 
companies to reduce office space. In fact, 37% of Asia Pacific companies expanded 
their office portfolio over the past three years, while only 25% downsized.

Differences in China? CBRE report July 2023
Employer driven?

Motivation for Return to Office (Employee housing?)
Reasons causing decreased work productivity

When working from home

Oxford Economics Report May 2024
High vacancy: Suggests developer driven over supply

Over past 6 years, China's office markets have experienced notable decline, marked by consecutive years of falling 

rentals, increasing vacancy rates & weakening investor confidence. Decline in market values, ranging from 15% -30% 

off peak levels, has been driven by decreases in net operating incomes & heightened risk premiums. Despite persistent 

downward trends & significant oversupply issue, developers continue to introduce new office projects to market, 

further exacerbating vacancy rate problems that have reached new record highs across many cities.

Office vacancy rates 2024, China vs select global cities
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Employee preferences WFH 2023 Global survey of WFH 2023

European development path
Historic center of Paris; Height controls

Most European city centers historic: Copenhagen

Amsterdam Amsterdam, corporate headquarters in historic bdlg
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Amsterdam: modern office outside the core Office park at Schiphol Airport, outside Amsterdam

Rotterdam, Netherlands
North American style CBD; historic city was blitzed in WW 2 

Rotterdam, Netherlands South side: across river

OMA_De_Rotterdam6.wdp

La Defense  in Paris Dimly visible in the distance
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Canary Wharf in London Canary Wharf East of historic city of London
Historic city center & office district are separate

Office classification Trophy, A & B buildings:
Age, technological sophistication, flexibility of layout

Well tracked by commercial brokerage firms

Flight to quality
From Class B & C to Class A

Class A buildings, more 
recently constructed or 
renovated with higher level of 
amenities, are successfully 
retaining & attracting tenants, 
sustaining rents.

Class B & C buildings less 
amenities, lower rents,  
struggle due to weak demand

“Flight to quality”

As tenants renew leases, they downsize to adjust to hybrid work 
patterns. When not everyone is in the office 5 days/week, not 
everyone needs their own desk. In Philadelphia, most renewals take 
25% less space. 

Tenants exit older buildings in “flight to quality,” adopt desk-sharing 
& occupy less space in more expensive buildings. They trade even in 
occupancy costs but leave in their wake rising vacancy.

Unless a significant number of in-movers or a robust start-up culture

84% of leases signed by Brandywine are internal moves within 
Philadelphia; only 3 leases signed in 2023 & 2024 were firms moving 
into Philadelphia from outside (3.24.25)

RECENT OFFICE CONVERSIONS (SINCE 1997) - LOOKING NW

City Hall

Philadelphia’s 1997 10-year tax abatement converted         
40 major buildings (10 million sf) to residential or hotel

Made Philadelphia a national leader in office conversions
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Everything below the red line is fully taxable Substantially diversified office district with new residential
More on the western edge, west of 19th

Downtown housing increases office occupancy
Philadelphia: within 2 miles 92% return to work; over 10 miles = 55%
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Philadelphia Employee Recovery Rate by Commuting Distance

Less than 2 Miles 2-5 Miles 5-10 Miles 10+ Miles

& 

Rebecca Rockey & Chris Leinberger Reimagining Cities
Applied portfolio investment theory to real estate in 15 urban places 

Percent of land devoted to different uses
Downtowns have over-invested in work-related uses 

Just commercial areas

Recommended shift in Walkable Urban Spaces
(WalkUps) Land-use allocation

105 106

107 108

109 110



19

Most of the easier ones have been converted The problem: 101 commercial office buildings in Center City
43.4 million sf of space; 10.2 million sf (23.5%) are vacant

An historic high during last 2 decades

Location: 14 office buildings, 5.1 million sf account                       
for 50% of total vacancies. s

vacancies

Empty 1701 Market Street: conversion

The 10-year abatement is sufficient 
For Alterra’s renovation of 1701 Market Street (3.3.25)

Office floorplate lays out well for conversion to apartments
https://alterraproperty.com/what-makes-1701-market-st-suitable-for-a-residential-conversion-it-checks-every-box/

Mixed use buildings

Some buildings may have 
floorplates and two sets 
of elevators that allow for 
a portion to be converted 
to residential & a portion 
to remain office where the 
conversion can work with 
the ten-year abatement
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RECENT OFFICE CONVERSIONS (SINCE 1997) - LOOKING NE

City Hall

Rittenhouse
Square

Logan
Circle

Develop strategy that recognizes substantial 
difference between vacant buildings

(a) Some still actively adding tenants; (b) Some can be converted to residential  
(c) Some may work as residential with larger incentives

RECENT OFFICE CONVERSIONS (SINCE 1997) - LOOKING NE

City Hall

Rittenhouse
Square

(d) Some obsolete as office, shedding tenants (29% vacant)    
In financial difficulty & won’t convert efficiently to residential

Even with greater subsidies 

RECENT OFFICE CONVERSIONS (SINCE 1997) - LOOKING NE

Options/strategies

• More potent incentives to convert harder buildings
20-year abatement to convert more challenging structures 
to residential; other cities – state subsidies

rent subsidies for mixed income housing  

• Help viable offices remain offices; low interest loan fund for 
tenant improvements to facilitate more office leasing; grants?

• encourage owners & tenants to focus on employee amenities

• Incentives to improve public environment & ground floor retail 
to make setting more appealing for office leasing?

Far more attention to quality space
Office as a place that people want to come to

A place for interaction; enriched with services

Sharing desks became problematic

Dining rooms with Chefs; adding daycare

Sharing desks became problematic

Employer response: Increasing amenities within offices
Anthropology at the Navy Yard: dogs allowed

Sharing desks became problematic
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Macy Trout 1600 Market: Motivated owner Leasing strategy & message

More public amenities for employees & pedestrians Why business & property owners often ask them to be removed

More plaza amenities open to public
Similar management challenge 

Intermediary organization to manage the spaces?

Programming: exercise classes for employees
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More outdoor events
Summer 2016

San Francisco: Vacant to Vibrant 
https://www.vibrantsf.org/

The role of an intermediary organization

Blank walls of the Dow building Sometimes it takes change in ownership

2006: MSE Goal: Stimulate movement between major 
destinations at either end of the street;                      

1.1 million + 3.5 million

City HallCity Hall

Independence
Mall

Independence
Mall

8 City Blocks          3500 Feet          2/3 of a Mile8 City Blocks          3500 Feet          2/3 of a Mile

Extend convention district eastward
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Historic area westward to City Hall Goal: fill in the gaps & link Convention district to historic area

Draw foot traffic from north & south Draw visitors west from historic district 

2006: Activate corner of Rohm & Haas Take down wall; convert to retail use

2006

Cope Linder Architects
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Add an outdoor café                                                  
But nothing happened

Cope Linder Architects

2013: Ownership changes; Dow downsizes             
Keystone Property needs to reposition & release

Eager to provide worker amenities                                   
& draw tourists across the street

Groundswell: Independence Beer Garden

Week night & weekend destination Stairs get built & La Colombe opens
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Animates the interior; Upper floor leasing improves

)

Still problematic as you proceed west

Unsuccessful effort at Penn Center

Many class A owners have the resources to 
invest in public space amenites
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Improving barren office plazas for B & C buildings Transform the space between Penn Center buildings
2009 CCD retained Studio Bryan Hanes: 

Temporary retail
Temporary art

Pattern for Inspiration
2009 Bryan Hanes
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2009 Bryan Hanes

Green option between Penn Center buildings
b

Transform the space between Penn Center buildings
As part of a park renovation project As part of a park renovation project

Transform the space between Penn Center buildings
As part of a park renovation project

Ground floor building leasing
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Temporary retail? Transform the space between Penn Center buildings
As part of a park renovation project

Transform the space between Penn Center buildings
As part of a park renovation project

Add transparent building on corner
Bryan Hanes

16th & JFK corner Bryan Hanes, 2009: Remove artwork
As part of a park renovation project
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Bicycle parking & repair shop at concourse level

Existing “Leaves” artwork If artwork can’t be moved……

Proper maintenance & relighting Failed to get several grants: project put on hold
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Shifted energy & focus across the street Opened Dilworth Park in 2014

One more effort
2015-2016: Campus for TUCC

Worked with 1515 Market plan for half the plaza

Temple began search for other locations
Project again put on hold
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•  2001-2008 visited over 100 
decision makers whose  leases 
were coming due

• 150 out of 155 major 
commercial leases renewed
17 million square feet of space

• Paying attention
• Fixing little problems
• making firms aware of  various 
public programs –training, low-
interest loans
• tax and regulatory problems
• Public space & infrastructure

Office sector retention strategy
Partnership of Commerce, PIDC & CCD

•   worked with commercial brokers

• 18 leases over 25,000sf expire by 
end of 2022

• Commerce, PIDC, SEPTA & CCD

Tenant retention 2022

It will take more than business as usual
To spark recovery & maximize re-leasing
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