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EXECUTIVE SUMMARY 

EVER SINCE THE ARRIVAL OF THE COVID-19 PANDEMIC in the US in 2020 led to a surge 

in people working from home (WFH), cities across the country have been forced to reckon 

with the possibility of a “Doom Loop” scenario of vacant offices, depleted central business 

districts, declining economic competitiveness, and fiscal stress. However, given the right 

set of policies, cities can reverse their fortunes and embark upon a path to a “Boom Loop” of 

greater productivity and economic growth. 

In this paper we examine the possible paths ahead for New York and four other large, 

geographically, and economically diverse cities: Chicago, Miami, Philadelphia, and San Fran-

cisco. The WFH share of the workforce in New York, the nation’s most populous city, jumped 

from 4.8 percent in 2019, the year before the arrival of the pandemic in the US, to 16.2 percent 

in 2022 as COVID was subsiding. This increase reshaped the economic landscape of New 

York and resulted in declining in-person business activities that affected sectors including 

housing, commercial real estate, labor, and transportation. 

As activities in the urban core have shrunk, so might returns from urban agglomera-

tion— the geographical colocation of employees and companies that generate productivity 

benefits for these firms. If New York were to be affected by such a Doom Loop, the esti-

mated direct loss in economic returns from urban agglomeration could amount to $17.2 

billion annually. While such a loss would not itself be that large relative to the city’s 2022 

gross domestic product (GDP) of $1.2 trillion, the additional indirect fiscal losses could be 

significant if people and firms continue to choose lower-cost locations outside New York’s 

tax boundaries in response to the declining urban productivity advantages. Agglomeration 

declines can spur responses in which budget shortfalls lead to shrinking public services and 

higher taxes, which in turn lead to cycles of decline like those that occurred in the 1960s 

and 1970s in many US cities. 

By contrast, remote work presents opportunities for New York and other cities to enter 

a Boom Loop. As the pace of technological change accelerates, cities like New York could 

realize significant gains by leveraging the lower costs of WFH for some tasks, intensifying 

the innovation of in-person work, and increasing spheres of influence via both WFH and 

modernized transportation networks that enable easier physical access. This opportunity is 

only likely to grow with the explosion in generative artificial intelligence. 

This analysis concludes with specific policy recommendations for avoiding Doom Loop 
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outcomes in New York, along with analyses of the impact of WFH in the four other cities 

listed above.

We argue that New York City should consider the following policies to navigate chal-

lenges and opportunities associated with WFH. Many of these recommendations apply to 

other cities as well. The policies include:

•   Promoting the city as the home of innovation-generating sectors that traditionally 

benefit from in-person interaction; 

•   Leveraging the employment of remote workers for tasks that do not require physical 

presence or agglomeration, thus optimizing operational efficiency and lowering both 

commuting and real estate costs;

•   Ensuring that the municipal tax system encourages in-person work;

•   Adapting public and private infrastructure, including mass transit, to thrive in an 

environment that increasingly requires flexibility;

•   Building more amenities to attract residents; and  

•   Lowering the price of housing by increasing allowable density under zoning regula-

tions and reducing production costs (including construction and regulatory costs) 

and the time required for permits and land-use reviews.
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INTRODUCTION

THE FISCAL FORTUNES OF CITIES are inextricably linked to their economic performance. 

After the COVID-19 pandemic partially shuttered the US economy in 2020 and forced millions 

to flee their urban offices and work from home, the persistence of remote employment has 

challenged the competitive position of city economies and threatened tax and fee revenues 

from previously reliable sources. To avoid a Doom Loop1 scenario of continued decline and 

set themselves on a path toward a Boom Loop recovery, cities need to sustain competitive 

advantages. To do so, they need to adopt economic and fiscal policies to address the evolving 

changes in the workplace involving the decoupling of work and residential locations. Fac-

tors affecting the productivity of in-person work and the quality of life in communities large 

and small will be crucial determinants of the city’s success. Big cities—such as New York, 

the nation’s largest—are particularly vulnerable to remote work as they suffer the longest 

commutes. But these cities have benefited from job growth in the technology and financial 

services sectors in the past—and they can again.

WFH dramatically increased the use of remote work technologies like Microsoft Teams 

and Zoom. This shift is likely to be a lasting outcome of the pandemic, which fostered the 

acceptance of remote jobs and flexible hours while propelling the advancement of platforms 

and services supporting new patterns of work. WFH Research’s monthly online US Survey of 

Working Arrangements and Attitudes shows that before the pandemic, employees on aver-

age worked less than 5 percent of their annual workdays from home. By May 2020, however, 

fully paid WFH days had risen to a high of 61.5 percent.2 While the percentage of fully paid 

working days had fallen to 37.0 percent by December 2020 as the pandemic ebbed, subsequent 

declines have been less dramatic: WFH reached 33 percent by December 2021, 29.3 percent by 

December 2022, and 28.6 percent by November 2023.3 Hybrid work has played an important 

role in this societal change: as of 2023, 12.7 percent of full-time workers were fully remote, 

while 28.2 percent worked on a hybrid schedule.4

The slow decline in the proportion of days worked remotely suggests that WFH, either 

fully remote or hybrid, will endure as a significant feature of the American workplace. This 

presents challenges for cities. Fewer workers and businesses in city centers mean higher 

vacancy rates across lower-tier office buildings, less retail activity—especially among smaller 

businesses serving neighborhood workers—and a shrunken tax base. Fewer riders on mass 

transit may undermine public funding support for transit systems and force agencies to defer 



DOOM LOOP OR BOOM LOOP • Issue Paper

 8 

needed maintenance and cancel capital investments. And as WFH becomes more common-

place, residents may increasingly move away from urban centers to more affordable areas, 

and firms may follow. Firms that adopt the new technologies may be less reliant on agglom-

erations and they may relocate to more affordable areas to avoid the high costs of living and 

of real estate associated with large agglomerations. 

Collectively, WFH’s potential impacts could undermine what are known as urban 

agglomeration economies: the forces that lead to the colocation in densely populated cities 

of employees and companies across various industries. The benefits of urban agglomeration 

economies include greater opportunities for exchange of ideas and knowledge sharing, flex-

ible labor markets, and more efficient supply chains.5 A reduction in these benefits erodes 

the economic and fiscal health of cities. 

WFH also offers advantages, however. Because WFH will mean jobholders travel to 

company offices less frequently, they may find a longer commute more tolerable, potentially 

increasing the geographical area from which cities draw workers. Firms can concentrate on 

jobs benefiting from in-person interaction where urban agglomeration economies are robust 

and use remote workers in less expensive locations—domestically and abroad—in positions 

well suited to WFH, thereby lowering their labor costs and increasing their productivity. 

Remote work may also help address housing affordability, as residents move to less densely 

populated areas and free up homes in city centers. Finally, WFH could alleviate congestion 

during peak commuting times, relieving some public infrastructure constraints. Cities can 

respond strategically to these challenges and opportunities.

Though cities face economic and fiscal hurdles in the near term, they have had only a 

short time to adapt to WFH. We should therefore be cautious in drawing conclusions from 

current conditions and recent trends, which reflect the beginning of an adjustment period 

rather than a stable state. Indeed, many predictions have been made in the past about the 

decline of cities. Such predictions have proved true in some cities, while others that were 

forecast to fail have instead flourished. New York City is a prime example of this resilience. 

After its fiscal crisis and near-bankruptcy in 1975, the city faced a significant financial short-

fall, a sharp decline in public services, rising crime rates, and deteriorating infrastructure. 

Despite these seemingly insurmountable challenges, the city adapted and entered a dynamic 

era of prosperity. 

Ultimately, cities’ fiscal health depends on their economic activity and the tax revenue it 

generates. This paper examines the challenges of WFH and potential adaptation strategies for 
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New York, Chicago, Miami, Philadelphia, 

and San Francisco in real estate, labor, trans-

portation, industry structure, and the geo-

graphic distribution of economic activity. 

The long-term fiscal implications of 

WFH are explored in three possible sce-

narios in which cities reach a stable state: 

Doom Loop Prevails (cities’ competitive-

ness is permanently lower); Recovery (cities 

fully return to prepandemic levels of eco-

nomic activity); and Virtuous Boom Loop 

Arises (cities prosper over the long run as economic activity increases). 

As figure 1 illustrates, there are significant differences in WFH levels across the five cit-

ies considered in this paper. New York experienced a major increase—nearly 12 percentage 

points—between 2019 and 2022. San Francisco had the highest WFH percentage among the 

five cities in 2022—it rose 20 points from 2019—and Miami had the lowest. 

FIGURE 1  Working from Home Percentages in Five 
Select Metropolitan Areas, 2022

SOURCE  US Census, American Community Survey.

PERCENTAGE 
WORKING 
FROM HOME, 
2022

TOTAL 
WORKERS, 
2022

PERCENTAGE 
WORKING 
FROM HOME, 
2019

New York 16.3% 9,585,291 4.8%

Philadelphia 18.6% 3,127,438 5.9%

Miami 14.9% 3,030,208 6.3%

San 
Francisco 27.0% 2,354,568 7.2%

Chicago 17.4% 4,750,545 5.7%
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THE AGGLOMERATION GAP

THE DIFFERENCE BETWEEN ACTUAL AGGLOMERATIONS under current WFH condi-

tions and the agglomerations that could materialize if cities achieve activity densities that 

prevailed before WFH can be defined as an agglomeration gap. The technological innovations 

that enabled WFH are unlikely to adversely affect the productivity resulting from in-person 

interaction, so if density returns to prepandemic levels, agglomeration benefits would do 

the same. In addition, productivity in areas outside cities may have increased with the rise 

of WFH and associated technologies, making cities less competitive even if they returned to 

their prepandemic productivity levels.6  

Some cities may have a small or no agglomeration gap, meaning their economies are 

well structured to adapt to WFH. A small agglomeration gap may occur if commuting costs 

are low, reducing the incentive to work from home and thus supporting in-person work. 

Additionally, cities with economies that rely on industries requiring in-person interaction, 

such as health care, hospitality, and manufacturing, may also have a small agglomeration gap 

due to the necessity of physical presence in these sectors. 

Cities with agglomeration gaps are often large, with substantial premiums for residential 

and commercial real estate, higher wages, and long and expensive commutes. In these cities, 

the newly available choice of WFH may result in private savings but lower the productiv-

ity of in-person work by reducing agglomeration economies. That people may not bear the 

full cost of their decision to work from home makes this market outcome inefficient. This 

so-called externality results in an undersupply of in-person workers that will shrink a city’s 

productivity and competitiveness. 

Sustained over a long period, large agglomeration gaps will undermine the economic 

base of cities. Public and private infrastructure designed to support high-density activities 

will be underused and, effectively, need to be recreated in other areas as economic activity 

moves to different locations. Moreover, failing to fill the agglomeration gap could result in 

significant economic and fiscal losses to cities, regions, and the country if more decentralized 

work patterns are insufficiently productive. 

In the following section, we explore how agglomeration gaps may vary across cities 

according to their size and other characteristics. Cities with small or near-zero agglomeration 

gaps are well suited to prosper from WFH, which will add to potential employment oppor-

tunities. Cities with low agglomeration gaps do not need to adopt policies to either support 
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or reduce WFH. Rather, they need to remain attractive to households and offer low costs for 

businesses that are not highly dependent on innovation generated by in-person interaction.

Theoretical basis and empirical findings
The gap in cities’ agglomeration economies is the result of the profound change in the rela-

tionship between where people live and where they work—a change driven initially by the 

lockdowns during the COVID-19 pandemic. These lockdowns drove commuting levels to 

nearly zero and forced businesses and workers to adapt to remote work conditions over-

night.7 As restrictions eased and public confidence rebounded, workers began trickling back 

to offices—at least part time—in large and small cities. Eventually, many employees in small 

cities returned to their workplaces. That was not the case in large cities.8 

The reason for this difference in return-to-work patterns is due to varying incentives 

for workers. Smaller cities have fewer commuters, shorter commutes, and less clustering of 

economic activities. In these communities, the cost of commuting to the workplace is low 

compared with the benefits of working with colleagues in person. 

In larger cities, longer commutes, congested roadways, and crowded transit lines create 

disincentives to return to offices, while the higher cost of living creates an incentive to move 

farther from the city or out of the region entirely. There are many other compelling reasons 

people choose to work from home. They include flexible hours; extra time for family, friends, 

and leisure activities; and a more comfortable work environment. 

Because fewer people are commuting to the central business districts of large cities 

five days a week, the negative impacts of WFH are compounded. Downtown areas are less 

vibrant because there is lighter foot traffic, and the value of going into the office depreciates 

because fewer coworkers are there. Less collaboration occurs, fewer ideas are exchanged, and 

productivity stagnates. This is known as the coordination problem of WFH. Workers may be 

better off over the long term working in the office if everyone else is. Instead, all too often, 

workers go to the office only to have meetings with colleagues online.

Quantifying the Agglomeration Gap
We develop a simple model to calculate the agglomeration gap.9 Quantifying this gap is impor-

tant, particularly because the relationship between city employment and wages significantly 

influences larger cities, such as New York. The model incorporates key metrics regarding 

agglomeration economies, commuting, and the impact of WFH to show the gains and losses 
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to in-person and WFH workers. It also evaluates the aggregate impacts on the net benefits 

or losses from WFH for the five cities in our study.10 

Several key methodological assumptions underly our framework:

1.   If agglomerations are equivalent to what they were before the pandemic, then economic 

productivity postpandemic will at least match, and possibly exceed, prepandemic 

economic productivity;

2.   In-person interaction is key to agglomeration economies, and WFH reduces scale 

agglomeration just as a job elimination would;

3.   Agglomeration losses are based on midterm impacts (-0.8 percent), which are reached 

after eight years;11 

4.   People choosing WFH do so rationally on a forward-looking basis in that they choose 

remote jobs if the prospective benefits of WFH outweigh the direct costs of going to 

the office;

5.   Wages of WFH workers eventually fall because of a loss in agglomeration-related 

productivity;

6.   The framework is calibrated to ensure that after the full decline in WFH wages, the 

marginal WFH worker is equally well off with in-person or WFH work;12

7.   Prior to the full realization of wage decline related to reduced agglomeration, WFH 

workers are unambiguously better off; and 

8.   Commuting costs are estimated as the sum of time costs, which are a function of 

wages, and the out-of-pocket cost of commuting by public transit via monthly passes.  

Results for New York City
As shown below, figures 2 and 3 provide insight into the size of the agglomeration gap for cit-

ies and its implications for the fiscal challenges that they face. In addition, figure 2 displays 

the potential aggregate loss in productivity for both in-person and WFH workers. Focusing 

initially on New York, we discuss these issues in depth.

As the largest metropolitan area in the US, New York has historically generated the 

largest positive agglomeration impact. We estimate that the high rate of WFH in New York 

City reduces the benefits of agglomeration and could cost in-person workers about $7.9 

billion annually.13 

The high rate of WFH has been driven in part by high commuting costs. High wages drive 

up the time cost of commuting, and the sheer size of the metropolitan area, combined with 
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elevated housing prices near Manhattan, means people have to live further from job centers 

and spend more time commuting. 

While the losses in estimated in-person wages are significant, the fiscal losses of jobs 

leaving the city because of WFH are much greater. In the long run, many WFH jobs are likely 

to be filled by people moving to lower-cost locations outside the fiscal reach of the New 

York City tax system. In conjunction with the agglomeration losses, the shift to WFH would 

generate a total reduction in earnings of in-person and WFH workers of over $17.2 billion 

annually.14 The ultimate fiscal impact of these loses will depend on the share of remote work 

FIGURE 2  Net Gains and Losses of WFH in the New 
York Metropolitan Area

* Change in city productivity for in-person workers is determined 
by multiplying the agglomeration elasticity (0.08) with the 
negative value of the WFH percentage.

** Change in productivity for WFH workers is determined 
by multiplying the agglomeration elasticity (0.08) with the 
reduction in density value (-0.99). Note that WFH workers are 
going from the densest employment environment to the least 
dense—the assumption is all agglomeration benefits are forfeited.

SOURCE  Bureau of Labor Statistics; Gilles Duranton and Diego 
Puga, Urban Growth and its Aggregate Implications; Econsult 
Solutions, Inc.

WFH percentage 16.3%

Total labor earnings prepandemic (billions) $721.6 

Average wage (2022) $78,560 

Total number of workers (2022) 9,185,300

In-person workers postpandemic (2022) 7,688,096

WFH workers (2022) 1,497,204

Change in productivity for in-person 
workers due to WFH* –0.0130

Change in productivity for WFH workers** –0.0792

Average wage for in-person workers after 
WFH $77,536 

Average wage for WFH workers $72,338 

Change in average wage per in-person 
worker ($1,024)

Change in average wage per WFH worker ($6,222)

Agglomeration wage bill change from WFH 
for in-person workers (billions) ($7.9)

Agglomeration wage bill change from WFH 
for WFH workers (billions) ($9.3)

Total agglomeration losses (billions) ($17.2)

FIGURE 3  Net Gains and Losses to WFH workers in the 
New York Metropolitan Area

SOURCE  Bureau of Labor Statistics; Gilles Duranton and Diego 
Puga, Urban Growth and its Aggregate Implications; Econsult 
Solutions Inc.

Annual commute cost $7,989 

Annual agglomeration loss per WFH worker ($6,222)

Net gain per WFH worker $1,767 

FIGURE 4  Monthly Pass Costs for City Transit in New 
York City

* Amount includes Metropolitan Transportation Authority (MTA) 
Long Island Rail Road (LIRR) monthly cost to Rockaway of $243 
and the MTA monthly subway fare of $126.

SOURCE  Transitrecovery.com.

TRANSIT AGENCY 
MONTHLY 
PASS 

New York City MTA $369*

San Francisco MUNI, BART $209 

Philadelphia SEPTA $159 

Miami Miami-Dade Transit $155 

Chicago CTA, Pace $130 
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done outside the city, but it is reasonable to expect a good portion of employees to migrate 

to lower-cost municipalities. 

Workers who leave New York City because of WFH will necessarily be moving to lower-

agglomeration places, which will result in lower wages in the long term. We estimate that 

over time, wages for those working from home will be almost 7 percent lower than fully 

agglomerated in-person wages. Wages will fall by about $6,200 per WFH worker, for an 

aggregate decline in earnings of $9.3 billion annually. While wage losses will be roughly offset 

by savings in commuting costs,15 the total lost economic value resulting from WFH is a little 

less than $9.1 billion annually, with a net present value over a thirty-year horizon (with a 3 

percent discount rate) of $102 billion. New York will bear much larger fiscal losses because 

of the significant shift in employment to outside the city. 

Results for Other Cities 
Figure 5 demonstrates similar patterns in four other cities to those found in New York. None 

of these cities, however, matches New York for the magnitude of the WFH challenge. The 

FIGURE 5  Net Gains and Losses to In-person and WFH Workers

* Change in city productivity for in-person workers is determined by multiplying the agglomeration elasticity (0.08) with the negative value of 
the WFH percentage.

** Change in productivity for WFH workers is determined by multiplying the agglomeration elasticity (0.08) with the reduction in density value 
(–0.99). Note that WFH workers are going from the densest employment environment to the least dense—the assumption is all agglomeration 
benefits are forfeited.

SOURCE  Bureau of Labor Statistics; Gilles Duranton and Diego Puga, Urban Growth and its Aggregate Implications.

SAN FRANCISCO PHILADELPHIA MIAMI CHICAGO

WFH percentage 27.0% 18.6% 14.9% 17.4%

Total labor earnings prepandemic (billions) $225.8 $178.7 $154.7 $292.2 

Total number of workers (2022) 2,392,790 2,770,020 2,623,770 4,416,280

In-person workers postpandemic (2022) 1,746,737 2,254,796 2,232,828 3,647,847

WFH workers (2022) 646,053 515,224 390,942 768,433

Average wage (2022) $94,370 $64,500 $58,980 $66,170 

Change in productivity for in-person workers due  
to WFH* –0.0216 –0.0149 –0.0119 –0.0139

Change in productivity for WFH workers** –0.0640 –0.0640 –0.0640 –0.0640

Agglomeration wage bill change from WFH for  
in-person workers (billions)   ($3.6) ($2.1) ($1.6) ($3.4)

Agglomeration wage bill change from WFH for  
WFH workers (billions)   ($3.9) ($2.2) ($1.5) ($3.3)

Total agglomeration losses (billions) ($7.5) ($4.3) ($3.0) ($6.6)
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total economic loss for the other four, in absolute terms and considering their economic size, 

is estimated to be lower than that of New York. Save for San Francisco, the estimated change 

in productivity for remote workers in these four cities is expected to be lower than that of 

New York, taking density into account. As in New York, fiscal losses for these cities will be 

significant because of the drop in wages, both for in-person and WFH workers, as a result of 

agglomeration losses and larger fiscal losses from the exodus of taxable economic activity. 

Long term, the total agglomeration losses for the four cities will range from $3.0 billion to 

$7.5 billion. San Francisco is estimated to be at the high end of that range, largely because its 

lofty rate of remote work has led to a larger productivity decline. It has also experienced a loss 

in agglomeration valued at $6.6 billion, reflecting the size of its economy and labor market. 

Philadelphia and Miami are next, with losses of $4.3 billion and $3.0 billion, respectively.
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CITIES AND MARGINS OF ADJUSTMENT

THE IMPACT OF WFH ON CITIES IS SHAPED by the decisions made by households, firms, 

and governments, which are reflected across various markets, including housing, commer-

cial real estate, labor, and transportation. In turn, these changes in the market influence the 

decisions of households and firms. 

In this section, we describe how the behaviors and choices of households and firms may 

be influenced by incremental changes in market conditions caused by WFH. We refer to these 

changes as margins of adjustment.

To illustrate, we use the market for commercial office space. An immediate result of 

the ability of people to work from home is less demand for traditional office space and more 

demand for residential workspace. Several market responses follow:

•   Office rents and building prices will fall;

•   The supply of new office space will decline;

•   Buildings will be taken off the commercial market or converted to other uses; 

•   Fewer people will use public transportation infrastructure; and

•   Residential real estate prices will rise along with the demand for space because of 

people’s need for a home office.16

As this demonstrates, a change in the market conditions for commercial office space 

affects supply and demand across multiple markets. While it is difficult to predict how house-

hold and firm behavior will change in this uncertain time, it is important for policymakers 

to understand how market conditions could evolve, how households and businesses may 

respond to these changes, and how those responses will affect long-term outcomes for a city. 

Adopting the right policies can help direct the city’s economy toward a smooth Recovery or 

Virtuous Boom Loop scenario; adopting the wrong ones may lead to Doom Loop Prevails.

Household and Firm Choices 
For most of modern urban history, the location decisions of households and firms have been 

predictable. People traditionally favor living in cities for economic opportunities, access to 

amenities, and social engagement. For most people, the choice of where to live in a city is 

influenced by conditions for commuting to work five days a week. 

With employees able to get to work relatively easily, many firms were able to occupy 

office spaces large enough to accommodate their entire workforce in or near urban cores. 
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Since the onset of the pandemic, these conventions have been upended.17

With the ability to work from home and improvements in supporting technology that 

have expanded in recent years, households are no longer bound by the need to live in cities for 

economic opportunities and social interaction. This shift allows households greater flexibility 

in choosing where to live, leading to significant benefits, such as savings on commuting and 

more spacious and affordable housing. 

Similarly, firms have incentives to move toward remote and hybrid work. The arrange-

ment means companies need less office space, saving significant expenses on real estate. 

Firms are no longer compelled to locate offices in expensive urban centers but can put roots 

in places with probusiness environments and lower or no corporate income taxes. This trend 

is evident in cities like Miami, which firms are moving to from cities in higher-cost states 

like New York and California. 

These changing incentives have prompted shifts in decisions, made by both households 

and firms, that have consequently impacted housing, commercial real estate, labor, and trans-

portation markets. 

Markets
When prices reflect the full cost of a choice, markets produce socially desirable outcomes. 

In the presence of market externalities, however, the market alone will not necessarily lead 

to a good outcome. 

If, for example, conditions do not warrant firms maintaining sufficient in-person employ-

ment to sustain agglomeration economies, commercial rents and wages will fall. Ultimately, 

it will not be profitable for some space to remain on the market. Productivity declines will 

reduce employment, although any declines will be partially offset by lower wages. This will 

result in excessive fiscal losses for the city, as well as aggregate losses in productive capacity. 

As such, government investment and policies may be needed to align private incentives as 

closely as possible with outcomes that reinforce the city’s agglomeration economies. 

Government
Governments must craft policies that enhance the attractiveness of cities and maximize fis-

cal returns in the new environment of flexibility in where people can work. By implementing 

such policies and making strategic investments, governments can help shape market out-

comes. The goal should be aligning the incentives for households and firms with increasing 
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agglomeration benefits while reducing traffic congestion and pollution. Doing so can boost 

economic productivity and improve the quality of life for city residents and workers.

Major policy areas that ultimately affect WFH choices include transit and transporta-

tion, housing supply and affordability, public safety, and quality of life. For example, public 

transit agencies will need to adjust service patterns to meet changing demands associated 

with greater workplace flexibility. Cities will also need to figure out how to increase housing 

construction to reduce commuting time and costs to be competitive with WFH in suburbs. 

Providing public services and amenities that ensure a high quality of life may influence the 

incentives for households and firms to decentralize. 

For a discussion of market outcomes since the pandemic, see Appendix B.
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STRENGTHENING CITY ECONOMIES

CITY LEADERS AND DECISION MAKERS SHOULD ADOPT policies that address the chal-

lenges and leverage the opportunities created by WFH. Smaller cities with limited or no 

loss in agglomerations due to WFH should orient policies toward attracting more remote 

workers. Larger cities, like New York, that have experienced a loss in agglomerations due to 

WFH should adopt policies to attract industries and employees that benefit from or require 

in-person work. Policies designed to narrow the aggregation gap should include: 

Promoting the city to industries that benefit most from agglomeration economies, especially 

knowledge-based employers. Firms should consider using remote workers for tasks that do 

not require physical presence or agglomeration, thus optimizing operational efficiency 

and enhancing profits.

Enhancing the flexibility and quality of public transit services, with a focus on improving 

services for off-peak commuters. This should include implementing congestion pricing 

measures to alleviate traffic, encourage the use of public transit, and generate revenue 

for transit services. 

Reducing the cost and increasing the pace of housing production. This is crucial to maintaining 

the competitiveness of the city as a place to live and work and increasingly important in 

light of WFH. To increase the supply of housing, the repurposing of vacant office space to 

residential units should be encouraged via regulatory reforms to streamline construction 

along with, changes in zoning regulations and fiscal incentives such as tax abatements. 

Building amenities to attract residents. While this may require comprehensive planning, 

empirical evidence suggests that amenities play a crucial role in supporting high-density 

living and are outsize factors influencing residential choices.18 

Ensuring that the municipal tax system supports in-person work. Municipalities can offer 

tax incentives for businesses to encourage in-person work. For example, cities might 

offer a break on occupancy taxes that are tied to the number of hours employees work 

from the office. 
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APPENDIX A
WFH Tool Kit: Three Paths Forward For New York City 

WFH-INDUCED SHIFTS OF TAXABLE ACTIVITY outside cities have implications for cit-

ies’ fiscal health that depend on the structure of each municipality’s revenue sources. In the 

short term, cities had lower revenues from all major revenue sources, including property, 

sales, and income taxes, fees, and charges due to the 2020 lockdowns and recession sparked 

by COVID-19. Longer term, some predict a revenue shortfall of 5.5–9.0 percent, with varia-

tions across cities depending on differences in revenue structures and the fiscal condition of 

states going into the recession.19

In this section, we examine the fiscal implications of WFH for each of the five cities 

studied, in the short and long term. We examine what the fiscal implications of WFH have 

been so far and what is expected under three alternative scenarios:

Doom Loop Prevails  Cities’ competitiveness is permanently lower, and potential agglomera-

tion economies are not realized in equilibrium. This scenario can also result in a vicious cycle 

of decline as fiscal constraints result in deteriorating services, fostering further decline.

Recovery  Cities fully regain their prepandemic levels of agglomeration economies.

Virtuous Boom Loop Arises  Cities prosper as increasing concentrations of in-person 

workers benefiting from agglomeration generate higher productivity, while tasks not 

requiring in-person activities are reduced by WFH. 

Figure 6 provides an overview of major revenue sources for New York and the four com-

parison cities. There is a considerable variation in the tax bases of the five cities. New York’s 

FIGURE 6  Distribution of tax revenue collected by five cities

* This number only includes personal income tax, excluding other income taxes.

** The non-tax revenue includes program revenues as well as unrestricted grants and contributions.

*** Chicago’s nontax revenue includes program revenues, such as licenses, permits, fines and charges for services ($1.156 billion) and operating 
grants and contributions (0.924 billion).

SOURCE  Annual comprehensive financial reports.

PROPERTY 
TAX  
($M)

SALES TAX 
($M)

INCOME 
TAX  
($M)

TAX 
REVENUE 
($M)

NON-TAX 
REVENUE 
($M)

TOTAL 
REVENUE 
($B) 

New York (FY2023) $31,644 $10,585 $14,829* $73,437 $34,343 $107.8

Philadelphia (FY2022) $703 $278 $2,233 $4,946 $3,976** $8.9

Chicago (2022) $1,323 $485 — $7,087 $2,207*** $9.8

Miami (FY2022) $530.3 $49.1 — $706.4 $521.4 $1.2

San Francisco (FY2023) $3,167 $309 — $5,722 $3,015 $8.7
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revenues, along with those of Miami and San Francisco, are diversified across property, sales, 

and income taxes, but property taxes are still significant sources of cash. Chicago and Phila-

delphia are the least dependent on property taxes. Philadelphia is fueled by income taxes on 

residents and commuters, while Chicago counts heavily on property taxes and nontax revenue 

such as program revenues. Miami and San Francisco have no income tax and only modest 

dependence on sales taxes. Cities with a broad tax base may benefit from less variation in 

tax revenues, but in the long term, cities’ fiscal capabilities are related to the equilibrium size 

of their economies.

Scenarios and Assumptions 
These scenarios build on the “Urban Doom Loop” hypotheses developed by Stijn Van Nieu-

werburgh, a professor at the Columbia Business School, which serve as the basis of the first 

scenario, Doom Loop Prevails.20 Van Nieuwerburgh argues that if employees continue to work 

remotely and avoid commercial districts, the resulting decline in billions of dollars from real 

estate, transportation, and other government revenues could require reductions in critical 

services. This might fuel social problems like increased homelessness and worsened com-

muting conditions—creating a cycle in which more workers would opt to stay away. There 

may be longer-term forces that have not yet been felt, as we discuss below. 

The Recovery scenario follows a return-to-normal situation in which cities adjust to the 

impacts of the initial shock of WFH. Remote work remains a vital part of the economy and 

some residents may leave the city, but the number of people working in the city returns to 

prepandemic levels and the city’s population continues to grow. Worker productivity remains 

the same as before the pandemic, and the city’s fiscal situation reverts to the historical mean. 

The Virtuous Boom Loop Arises scenario contains the same elements as Recovery, with 

two exceptions. First, firms will allow employees who benefit less from working in person to 

work from home and will use the office space they formerly occupied to hire and house addi-

tional employees who benefit more from working on-site. Bringing together more workers who 

benefit from the agglomerations of the city will increase firms’ overall productivity. 

Second, firms will get larger, drawing on a larger and less expensive labor pool. They will 

rent equal or more amounts of office space to accommodate their more productive, in-person 

workers and rents will increase. Revenues from income, sales, and property taxes will rise. 

Demand for housing in the city will climb, boosting residential property values while also affect-

ing affordability.
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The assumptions of these scenarios include: 

•   For the long-term, we assume an eight-year time horizon across all three scenarios.

•   In the Doom Loop Prevails, we hypothesize cities’ competitiveness is permanently 

lower and potential agglomeration economies are not realized. 

º   We assume that all workers working from home leave the region in search 

of areas of lower cost of living while maintaining higher wages. 

º   The population of working households falls by the same percentage of WFH 

workers.21 

º   Productivity (wages) declines as described in the section above on the 

agglomeration gap. 

º   Real estate values fall. A 39 percent decline in office property values in New 

York City is assumed.22

º   For fiscal implications, we apply a per-resident rate for income and sales 

tax revenues, based on the total tax revenue collections reported by the city 

governments in fiscal 2019. For business taxes, a 10 percent decrease in over-

all productivity is assumed. We assume a loss of business tax revenues by 

10 percent, but cities will raise tax rates to offset half of those losses. We 

apply the same rate of reduction (39 percent) to the values of commercial 

real estate tax levies on office properties.

º   As discussed in the previous section, we assume the government raises prop-

erty tax rates to make up 50 percent of the total loss (for New York City, this 

makes up 20 percent of the total loss in tax revenue).

º   This analysis assumes that the equilibrium outcome is reached after eight 

years but does not quantify the very real potential for a disequilibrium cycle 

of decline associated with fiscal constraints and declining services. This is 

like what occurred in many US cities in the 1960s and 1970s. 

•   In the Recovery scenario, we hypothesize cities fully regain their prepandemic levels 

of agglomeration economies.

º   Population and employment growth return to prepandemic levels. Projec-

tions for population and employment in 2030 by the New York Metropolitan 

Transportation Council (NYMTC) have been used for this scenario.23 

º   Productivity remains steady and wages remain constant as cities regain their 

prepandemic agglomeration economies.
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º   Office real estate prices recover to prepandemic levels. 

º   For tax revenues, the same per capita approach is applied. We use the rate 

based on the total tax revenue collections reported by the city governments in 

fiscal 2019 and apply that rate to the projected population and employment. 

•   In Virtuous Boom Loop Arises, cities prosper as an increased concentration of in-

person workers benefiting from agglomeration generates higher productivity, and the 

volume of other tasks not requiring in-person activities is reduced by WFH. 

º   Similar to the Recovery scenario, population and employment growth return 

to prepandemic levels. NYMTC’s projections for population and employ-

ment in 2030 have been used for this scenario.

º   Wages increase as potential agglomeration economies grow; through the 

mechanics of margins of adjustments, the economy readjusts for better pro-

ductivity. We assume that firms will become 10 percent more productive 

and that cities will lower corporate tax rates to retain a 5 percent increase 

in revenues. 

º   Office real estate prices recover to prepandemic levels. 

º   The same per capita approach is applied for fiscal implications (see assump-

tions for the Recovery scenario). 

FIGURE 7  Summary of Key Assumptions for the Scenarios

DOOM LOOP RECOVERY BOOM LOOP

Employment Falls by percentage of WFH Returns to prepandemic trend Returns to prepandemic trend

Population Working households fall by 
percentage of WFH

Returns to prepandemic trend Returns to prepandemic trend

Productivity/
wages

Declines by loss in agglomerations Returns to prepandemic 
agglomeration

Exceeds prepandemic 
agglomerations

Office real 
estate value

Declines permanently Returns to prepandemic values Returns to prepandemic values

Income taxes Revenues decline by percentage 
loss in productivity; cities raise 
taxes to make up half of loss

Revenues return to prepandemic 
levels

Revenues increase by percentage 
gain in productivity over recovery 
scenario

Business taxes Revenues decline by 10% due to 
loss in firm productivity; cities 
raise taxes to make up 5% of those 
revenues

Return to prepandemic levels Revenues increase by 10% due 
to increased productivity; cities 
lower taxes to gain only 5% more 
revenues.

Sales taxes Falls by expected loss of 
population.

Revenues return to prepandemic 
levels

Returns to prepandemic levels

Office property 
values

Falls by significant margin (39% 
for NYC)

Revenues return to prepandemic 
levels, adjusted for expected gains 
in employment

Revenues return to prepandemic 
levels, adjusted for expected gains 
in employment



DOOM LOOP OR BOOM LOOP • Issue Paper

 24 

New York
Economic Impacts of WFH Driving Fiscal Outcomes
Among the five cities, New York had the second most substantial increase (after San 

Francisco) in the percentage of WFH from 2019 to 2022, leaping from 4.8 percent to 16.3 

percent. The city is the largest US labor market, supporting about 9.6 million employees; in 

2022, approximately 1.6 million people worked full time from home. This high rate of WFH 

is partly due to the commuting expenses, which make WFH relatively more attractive. At the 

same time, potential agglomeration losses are the highest in New York City.

COVID-19 significantly disrupted the economic landscape in New York City during the 

initial phases of the pandemic. What followed were widespread business closures, declines 

in consumer spending and corresponding losses in retail sales, a falloff in the tourism and 

hospitality industries, a sharp reduction in demand for office space, and a slide in transit 

ridership.24 

Some of these negative trends have improved since the pandemic. New York City’s retail, 

dining, and hospitality sectors are recovering, with over 56 million visitors traveled to the city 

in 2022 and 61 million visitors projected for 2023, compared to 67 million in 2019, according 

to NYC Tourism & Conventions. Public transit ridership is also moving toward prepandemic 

levels; as of March 2023, Metropolitan Transportation Authority (MTA) subway ridership 

was at 75 percent of prepandemic levels, with more than 4 million people returning to the 

rails on a weekday. 

One key risk to New York’s economic outlook, as identified by the city comptroller’s 

office, involves the adjustment of commercial real estate—particularly the office sector—to 

lower demand for space, higher interest rates, and tighter lending standards. Approaching the 

fourth quarter of 2023, a supply-demand imbalance persisted in the office market. Demand 

for space remained weak, which resulted in office utilization well below prepandemic lev-

els, as indicated by card-swipe data from Kastle Systems. Office availability rate remained 

elevated, at 16 percent, compared with 11 percent observed before COVID-19 arrived in early 

2020. The decline of in-office work since the onset of the pandemic continues to adversely 

affect leasing activity in the city, which has led to lower valuations for office buildings. This 

uncertainty, coupled with interest rates at their highest level in over a decade, has resulted 

in value declines of 30 percent in some office building deals, such as the sale of One Liberty 

Plaza in early 2023.

In contrast to the glut of office space, the city’s apartment market remains robust and 
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characterized by high demand from renters competing for a limited number of units. Indeed, 

the short-term fiscal impact of WFH has been somewhat muted because many people who 

work from home have remained in the city and continue to generate tax revenue. The vacancy 

rate stands at 2.5 percent, making New York City the tightest among US markets. Despite 

the city being the second-most-expensive market, after San Francisco, positive absorption 

levels and private sector job growth since the start of 2021 indicate a continued influx of 

renters. Contrary to initial concerns about the apartment market being affected by a drop in 

office utilization, New York’s dining, culture, and art scene are proving to be more important 

drivers of demand for renters than a physical office location. According to data compiled 

by CoStar, a provider of information on commercial real estate, demand is expected to lag 

supply in the near term, with approximately 65,000 housing units (4.2 percent of existing 

inventory) under construction.25

Fiscal Implications: Short Term
In fiscal 2023, New York City’s revenues surpassed budgeted amounts, aligning with 

historical trends. Although to a lesser extent than in recent years, it still exceeded the pre-

pandemic levels. The path of aggregate city tax revenues from 2010 through 2023 is shown 

in figure 8.

Tax revenue from commercial real estate will most likely continue to weaken over the 

next few years as a result of weak demand and declining building values. Real estate taxes 

accounted for 53 percent of New York City’s budget in 2020; 24 percent of that came from office 

FIGURE 8  New York City Tax Revenues 2010 through 2023 (in Billions)

SOURCE  City of New York Annual Comprehensive Financial Reports.
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and retail property taxes. So, the decline in office values and the surrounding central business 

district retail properties may lead to increasing tax rates or cutting government spending.26 

Fiscal Implications: Long Term 
Longer term, the city has significant challenges as well as significant opportunities. 

Figure 9 displays fiscal projections for the three scenarios for New York. 

Doom Loop Prevails  In this scenario, New York City faces a stark transformation driven by 

the widespread adoption of WFH. This scenario models an extreme shift, with the assumption 

that all employees working remotely will leave the city permanently. This exodus leads to the 

workforce shrinking to 3.9 million and the population dropping to 7.2 million by 2030—declines 

of 16.3 percent and 13.0, respectively. The wage bill falls by about $17.2 billion because of the 

diminished size of the agglomeration economy. In terms of real estate, the scenario predicts 

a 39 percent decline in the value of office space, for a total market value of $82.7 billion. 

Property, income, sales, and corporate tax revenues are expected to decline under Doom 

Loop Prevails. Office building property tax revenues are expected to fall to $4.5 billion. Income 

tax revenues will decrease to $11.4 billion from $13.4 billion in 2019. Similarly, sales and use 

tax revenues are projected at $7.9 billion, down from $9.1 billion in 2019.

Doom Loop Prevails paints a difficult, if unlikely, picture for New York and highlights the 

potential risks of cities’ not adapting to WFH. It underscores the need for policymakers to 

consider strategies that can mitigate these risks and focus on ways to keep the city appealing 

to both residents and businesses. 

Recovery  In the Recovery scenario, New York gradually overcomes the challenges of 

WFH and marks a period of change and evolution rather than a simple return to prepandemic 

FIGURE 9  Long-term Projections for Doom Loop Prevails, Recovery, and Boom Loop Scenarios in New York

* Increase in real estate prices has not been estimated and hence this is conservative.

SOURCE  City of New York 2019 Annual Comprehensive Financial Report; American Community Survey; US Census, OnTheMap.

2019 BASE
 DOOM LOOP 
(2030) 

 RECOVERY  
(2030)

 BOOM LOOP 
(2030)

Employment 4,603,106 3,852,800 5,395,000 5,395,100

Population 8,298,645 7,441,700 9,063,000 9,063,000

Wage loss/gains from the agglomeration gap (billions) ($17.2) $57.7 $86.6

Office real estate prices (billions) $137.8 $82.7 $159.9 $159.9*

FISCAL PROJECTIONS 

Office building property tax revenue (billions) $5.6 $4.5 $6.5 $6.5

Income tax revenue (billions) $13.4 $11.4 $15.7 $16.3

Sales and use tax revenue (billions) $9.9 $7.9 $9.9 $9.9
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norms. This scenario is characterized by a transformation in the composition of the workforce 

within the city as firms adapt to adjustments in real estate prices, with some downsizing and 

others moving into more affordable spaces. Employment and population levels stabilize to 

prepandemic trends, indicating the city’s continued appeal.

Recovery is not without limitations, however. The city’s competitive advantage is some-

what compromised because of the increasing attractiveness of other locations, which ben-

efit from lower investment requirements and housing costs. The wage bill sees a comeback 

(though not to the extent in Virtuous Boom Loop Arises) with a smaller increase that reflects 

the city’s somewhat confined economic dynamism. Office real estate values partially recover, 

reflecting a steady demand for office space but not at the prepandemic peak. This leads to 

a moderate increase in property tax revenues, to $6.5 billion. Income tax revenues rebound 

but do not reach the heights of Virtuous Boom Loop Arises, settling at around $14.5 billion. 

Sales and use tax revenues also improve, but the growth is limited, with collections reaching 

about $8.5 billion.

The Recovery scenario highlights the resilience of New York City but also underscores 

the city’s unaddressed challenges. Fundamental issues such as the high costs of housing 

production and expensive commutes continue to pose barriers to the city’s full economic 

potential. For policymakers, this scenario suggests the need for targeted strategies to enhance 

the city’s competitive advantages while addressing its longstanding problems. Investments in 

infrastructure and quality-of-life improvements are important, not only to attract residents 

and businesses back to the city but to lay the groundwork for continued growth.

Virtuous Boom Loop Arises  In Virtuous Boom Loop Arises, New York leverages the changes 

of WFH to achieve an economic upswing. This optimistic view is underpinned by the city 

repeatedly capitalizing on the strength of its agglomerations by adapting to new work pat-

terns and shifting economies. In this scenario, employment and population grow at the same 

rate as in Recovery, highlighting the city’s ability to remain attractive to both residents and 

businesses despite the allure of WFH.

The key feature of this scenario is workers’ higher productivity due to firms’ success-

fully integrating WFH into the economy, resulting in a wage premium of $86.6 billion, a net 

difference of about $100 billion with Doom Loop Prevails. 

Virtuous Boom Loop Arises presents a promising fiscal picture for New York. Like in the 

Recovery scenario, office real estate values and related property tax revenue return to pre-

pandemic levels. Sales taxes also recover to those conditions. Income tax revenue increases 
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to $16.3 billion, higher than in the Recovery model because of workers’ greater productivity. 

Virtuous Boom Loop Arises emphasizes the dynamism and adaptability of New York. For 

policymakers, the scenario shows how the challenges of WFH can translate to a restructuring 

of its economy in a way that allows the city to leverage its agglomeration to support economic 

diversification, encourage innovation, and foster an environment conducive to business growth 

and urban livability. Policymakers should invest in the necessary infrastructure and quality 

of life amenities that encourage more people and businesses to move to New York City. 

Conclusion
Each of the scenarios presented above—Doom Loop Prevails, Recovery, and Virtuous Boom 

Loop Arises—is plausible, with economic reasons supporting the potential for each to occur. 

Factors beyond the control of policymakers and civic leaders, such as the preferences of con-

sumers, global markets, and other external economic conditions, may play a significant role 

in shaping the outcomes for cities. However, cities can influence their trajectory by adopting 

policies that encourage more in-person work, address the costs and duration of commuting, 

and increase the affordability of housing, among others. Nonetheless, these policies are no 

guarantee of a prosperous future. The most important component in the economic equation 

of cities’ futures is the value of in-person work and its implications for agglomerations. Has 

in-person work been devalued permanently, or will a higher premium be placed on in-person 

work, strengthening agglomerations in the future? if in-person work retains its value and 

cities can adapt effectively, as suggested by the Virtuous Boom Loop Arises scenario, they 

can foster a resurgence of economic activity and urban prosperity.
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APPENDIX B 
WFH Tool Kit: How Other Big Cities Are Adapting

THIS APPENDIX PROVIDES A SHORT SUMMARY of the market adjustments in the other 

four cities caused by COVID-19. Figure 10 presents key metrics to show adjustments in hous-

ing, commercial real estate, labor, and transportation markets in New York and the other 

four cities studied. 

Chicago
Chicago had 4.4 million workers in 2022 and a WFH percentage increase of nearly 12 percent-

age points, from 5.7 percent in 2019 to 17.4 percent. But its real estate market is anticipated 

to continue slowing, CoStar reports. The office commercial real estate market in Chicago is 

FIGURE 10  Adjustments in Housing, Commercial Real Estate, Labor, and Transportation Markets

SOURCE  American Community Survey; Zillow.com; Lightcast; CoStar; Transitrecovery.com.

CHICAGO MIAMI NEW YORK PHILADELPHIA SAN FRANCISCO

WFH % 2022 17.4% 14.9% 16.3% 18.6% 27.0%

Job loss during Covid-19
January 2020–April 2020

–10,000 –13,000 –124,000 –8,000 –40,000

Job gain
April 2020–October 2023

18,000 93,000 163,000 35,000 23,000

Office vacancy rates
Q4 2020
Q4 2023
Q4 2028 (projected)

13.1%
16.3%

20.3%

9.7%
9.0%
9.8%

9.9%
13.6%
18.8%

12.9%
15.2%
12.8%

10.3%
21.3%

38.7%

Office market rent/SF
Q4 2020
Q4 2023
Growth rate

$29.22
$29.81

2.0%

$39.34
$48.58

23.5%

$57.29
$56.24

–1.8%

$26.69
$27.47

2.9%

$66.35
$55.6

–16.2%

Change in home prices across 
metro (2020-2023), adjusted for 
inflation27

17.1% 11.0% 20.0% 10.7% 10.7%

GDP (2022) $757.2 $440.2 $1,949.4 $479.0 $667.6

Top three industries by GDP Information, 
professional, 
scientific, 
and technical 
services, 
finance and 
insurance

Finance and 
insurance, 
professional, 
scientific, 
and technical 
services, 
wholesale trade

Finance and 
insurance, 
professional, 
scientific, 
and technical 
services, 
information

Finance and 
insurance, 
professional, 
scientific, 
and technical 
services, health 
care and social 
assistance

Manufacturing, 
finance and 
insurance, 
professional, 
scientific, 
and technical 
services

Population change
(2019-2022)

–28,895
(–1.1%)

–18,484
(–4.0%)

–920
(0.0%)

–16,806
(–1.1%)

–73,112
(–8.3%)

Public transit use recovery 
(urban transit, as of March 2023)

62% 88% 75% 79% 65%
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not expected to rebound in the near term, which has potential implications for the city’s tax 

base. “The city’s outyear budgetary flexibility has diminished meaningfully given mounting 

cost pressures that are not offset by new revenue growth,” S&P Global Ratings commented 

in February 2024 as the firm lowered its outlook on the city’s general obligation bonds to 

“stable” from “positive.”28

Entering the third quarter of 2023, the office vacancy rate reached its highest point of 

the last two decades: 16.3 percent. Move-outs continued to exceed move-ins, resulting in 

a negative absorption of 5.6 million square feet between November 2022 and October 2023. 

Meanwhile, the pipelines of new office deliveries and those under construction was at, or lower, 

than their ten-year supply averages. Amid the glut, asking rents are expected to decrease, 

with landlords offering tenants generous concessions to secure a leasing contract amid intense 

competition from a bloated sublet market and distressed properties purchased at reduced 

prices. But as is the case with New York, multifamily housing demand in Chicago has a stable 

and positive outlook into the near future. As of January 2024, the vacancy rate for the mul-

tifamily housing market was 5.6 percent, and about 7,200 units were additionally occupied 

over the preceding twelve months29—well over the region’s all-time annual net absorption 

average of 4,200 units. 

Miami 
Since the onset of the pandemic, Miami’s WFH percentage nearly doubled—from 6.3 percent 

in 2019 to 14.9 percent in 2022. The population of downtown Miami has dropped in recent 

years—a trend contrary to increases in surrounding suburbs. The WFH movement led to office 

vacancies in central areas as businesses downsized or adopted hybrid work models. This 

trend also led to increased demand for residential real estate in suburban and outlying areas. 

Miami’s labor market supported approximately 3 million employees and an annual gross 

domestic product of $440.2 billion as of 2022. The Miami metro area gained the highest 

number of private sector jobs among Florida metro areas in the year ended October 2023.30 

In that period, it added 38,600 private sector positions, marking a 3.4 percent increase. The 

unemployment rate in the Miami metro area was 1.6 percent in October 2023, down 0.8 per-

centage point from 2.4 percent a year earlier.

Despite the rise in WFH, Miami is one of the few US office markets to witness healthy 

postpandemic demand due to sustained levels of robust immigration, proximity to a skilled 

workforce, and a probusiness atmosphere. The region continues to attract new business with 
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average office asking rents 60 percent below those of New York and San Francisco, along with 

a low corporate income tax and no personal income tax.31 These factors remain appealing to 

people and firms moving from higher-cost states such as New York and California. As of 2023, 

office rents in Miami were rising at a 5 percent annual rate, well above national gains of 0.7 

percent. But despite continued rent growth, a slowing economic environment—particularly 

for the finance and tech industries—is resulting in a near-term slowdown in gains from peaks 

of 10.6 percent in the second half of 2022.

Miami’s rent growth is expected to keep slowing amid a rise in inventory. Despite this, 

the market’s heightened attractiveness, coupled with the limited availability of high-quality 

space, should result in continued outperformance in rent gains against the national average. 

This relative strength in fundamentals is expected to help buoy office market values across 

South Florida, with Miami representing just a handful of markets with forecast office value 

gains through 2024 relative to 2019 levels. 

Miami office values are expected to rise over 10 percent from prepandemic levels, com-

pared with an average decline of more than 10 percent for the 54 largest US markets. Although 

office values should outperform relative to 2019 levels, higher interest rates have resulted 

in an expansion of average annual transaction capitalization rates (defined as a property’s 

net operating income divided by its asset value) from lows around 5 percent in 2022 to the  

mid-6 percent range in 2023. This has led to a near-term pricing correction relative to peak 

pricing levels in 2022. Transaction activity has also cooled, with volume totaling $859 million 

over the twelve months ended in November 2023, down from $2.5 billion through the second 

quarter of 2022.32 Despite this slowdown, institutional players remain active and make up 26 

percent of market volume over the same period.

In the fiscal 2024 budget, Miami’s property tax was the main source of general fund 

revenue (50.8 percent), followed by charges for services (12.7 percent), and franchise fees and 

other taxes (12.6 percent).33 As the economy expanded, the city’s property tax rate had been 

cut to the lowest in 59 years. The move followed a $39.14 million increase in property tax rev-

enues from fiscal 2022, with property tax rolls growing 14.5 percent amid new construction.34

Philadelphia
The Philadelphia metro area has experienced a tripling in the percentage of people working 

from home—from 5.7 percent in 2019 to 17.4 percent in 2022. While the sixth-largest city in 

the US shows signs of a strong recovery in the downtown area, a relatively weak office mar-
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ket predating the pandemic and the fiscal strain of COVID-19 elevate the significance of the 

potential impacts of WFH trends.

The city’s labor market is one of the ten largest in the nation, supporting 3.1 million 

employees and an annual GDP of $479 million. The population fell a slight 1 percent between 

2019 and 2022, but the housing market has remained strong: Home values rose by 11 percent 

between 2020 and 2023 after adjusting for inflation.

Similarly, Philadelphia’s downtown has had a vigorous recovery from COVID-19.35 

Between April and June 2023, daily foot traffic in Center City (downtown Philadelphia) reached 

84 percent of 2019 prepandemic levels. According to Center City District, a business improve-

ment district created in 1991, about 30 percent of people who work downtown Philadelphia 

live within two miles of their workplace—the highest rate in the nation. The robust popula-

tion of residents and workers in Center City played a crucial role in its rebound. About 84 

percent of these workers have returned to their offices.

Additionally, public transit ridership for urban lines had recovered to 79 percent of pre-

pandemic levels by October 2023; a regional rail ridership recovery was more modest, reaching 

only 56 percent.36 While public transit costs in Philadelphia are among the most affordable 

of the cities we studied, the slow comeback of regional rail suggests that people commuting 

from the suburbs to the city may be using other modes of transportation. 

The outlook for Philadelphia’s office market is mixed, as it is both buoyed and hampered 

by prepandemic trends. The office availability rate remains slightly below the national index 

of 16.6 percent, largely because largely because it does not have a critical mass of information 

or technology companies that have embraced WFH. Instead, Philadelphia’s employment base 

is significantly driven by health care and education, both of which typically require in-person 

work. In the long term, the city’s office demand growth is expected to remain low, partly 

because of a city wage tax levied on both city residents and people who work there. A quick 

and easy recovery is not likely, especially if renewing office tenants continue to shrink their 

footprint by 20 percent or more. Until interest rates stabilize, businesses will likely continue 

to delay long-term leasing decisions, stalling any significant momentum in office leasing. 

Any long-term effects of WFH would occur in a city already impacted by the costs of 

the pandemic. Philadelphia has made major reductions in response to the initial financial 

impact of the COVID-19 shutdown, exhausting a substantial portion of its $290 million cash 

balance. The city’s spending continues to exceed prepandemic levels, and it has used federal 

relief funding from the American Rescue Plan Act of 2021 to address budget shortfalls for 
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three years. Over this time, the city has used $976 million of this $1.4 billion funding source. 

While a short-term solution, this is not a long-term revenue stream. 

San Francisco
San Francisco may be one of the cities most impacted by the pandemic and remote work. In 

2022, the WFH percentage there was 27 percent—the highest rate among the cities we studied 

and a 20 percentage points higher than the 2019 level. In 2022, its population fell 6.3 percent, 

the biggest decline in the past decade.

A report by the offices of the city controller and treasurer, released in July 2023, found 

that the mass onset of WFH had led to an estimated $484 million shortfall in the city’s tax 

revenues. If low utilization of downtown offices continues, the municipal tax base may con-

tinue to decrease. As of 2023, the cumulative impact of three years of weakened operating 

performance and eighteen months of elevated interest rates was having a severe effect on the 

valuation of San Francisco offices. Property owners—particularly those that financed with 

debt in the past ten years—are seeing substantial reductions in equity value, according to 

CoStar data. This has led several defaults on office building mortgage loans, and local all-cash 

buyers are stepping in to acquire properties at deeply discounted prices. 

As of 2023, office vacancy in the metro area had increased from about 6 percent in 2019 

to 20 percent, while office vacancy in the city’s financial district now exceeds 25 percent. 

Rents have also fallen in downtown San Francisco, where top-quality, Class A sublease space 

is available for less than $35 per square foot—about half the asking rate for space rented 

directly from landlords.  

Vacancies are expected to increase over the long term, as tenants with expiring leases 

adjust their space needs. According to CoStar data, rents are expected to continue moving 

down with no strong indications of a return to demand growth. 

WFH is also reflected in transit ridership. On the Bay Area Rapid Transit District (BART) 

regional rail system, downtown San Francisco station exits have registered 50,000 or fewer 

riders per day, down from 100,000 one month before the pandemic.37 Some large Bay Area 

employers are urging more staff to return to the office, but the general trend is to switch from 

fully remote to a hybrid work pattern rather than return to the office full time.
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