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Overview
The COVID-19 pandemic called into question the economic vitality of U.S. cities. The rise of remote work meant 
employees experienced zero-minute commutes and a greater ability to balance their work and home lives.  
Cities, however, confronted the possibility that fewer people would choose to live and work in urban areas. For 
cities, this economic risk has also posed a budget risk: Cities’ primary revenue sources—property taxes, sales 
taxes, and income taxes—are typically influenced by the value of office buildings and the wages and spending of 
office workers.

In the September 2022 paper “Work From Home and the Office Real Estate Apocalypse,” three business school 
professors from New York raised the frightening possibility that the economic and fiscal problems of cities could 
be self-reinforcing, a vicious cycle they dubbed a “doom loop.” They argued that the declining value of office 
buildings would reduce local tax revenue; less tax revenue would force cities to cut services or raise taxes; and, as 
a result of these budget-balancing measures, cities would be even less appealing places to live and work, leading 
to even less economic activity and revenue.1

City officials, municipal analysts, researchers, and journalists have spent the intervening years determining how 
serious the threat really is—and which places are most vulnerable. During the pandemic, much of the immediate 
focus centered on a small group of cities. New York and San Francisco were of particular interest because of their 
obvious vulnerabilities, including large office sectors, some of the most expensive commercial real estate in the 
country, and rapid population loss early in the pandemic.2

In recent years, however, researchers have recognized the need for a broader perspective of how cities are faring. 
New York and San Francisco may not be the cities most at risk: New York’s office recovery has been particularly 
robust, while the artificial intelligence boom has spurred renewed optimism for San Francisco’s tech-focused 
economy.3 Looking beyond these cities is helpful to understand the full scope of the problem and determine 
whether the risks from remote work are concentrated in a few atypical cities or endanger the fiscal health of a far 
greater range of places. 

Since 2024, the Urban-Brookings Tax Policy Center, Moody’s Ratings, and the Lincoln Institute of Land Policy 
have each projected the possible effects of remote work and office vacancies on revenue collections in dozens of 
cities.4 This report seeks to complement these quantitative analyses with a qualitative look at five cities: Atlanta, 
Boston, Dallas, Denver, and Milwaukee. 

In each city, researchers from The Pew Charitable Trusts interviewed budget and economic development officials, 
local experts, and civic and business groups about the pandemic’s impact on the local economy, the effects of 
remote work and office vacancies on the municipal budget, and how leaders are adapting.

Each city was selected because at least some data points suggested it might be vulnerable to economic and fiscal 
challenges from remote work. For example, Boston and Dallas are unusually dependent on commercial property 
taxes (which could drop as office values decline), while Atlanta has some of the longest commute times in the 
country (which could discourage workers from returning to the office).5 

Although these five cities are not necessarily representative of the country as a whole, their experiences help 
to illustrate the breadth of the impact of remote work, showing how its rise has played out in places with varied 
economies and tax structures, and what it could mean for the future. Researchers also interviewed national 
experts on office vacancies, city finances, and urban development to provide additional context. 

The effects of remote work on cities have been manageable so far, but city leaders should be concerned that 
they are not happening in isolation: Cities are also struggling with rising costs, reduced state and federal support, 
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and fragile economies, among other challenges.6 Even if remote work on its own is not sufficient to cause cities 
lasting harm, it could result in harm in combination with these other factors. Encouragingly, city leaders are not 
complacent—they are trying to adapt to remote work and renew downtown vitality. The outlook for cities will 
depend in large measure on the success of these efforts and the degree of support they receive from state and 
federal policymakers.

This report provides an overview of the situation nationally and then shares research findings from each of the 
five cities individually. Key findings show that:

	• Although these cities have been affected meaningfully by remote work, none has truly entered a doom 
loop—at least not yet. Tax revenues have proved resilient, in part because of strength in tax streams 
unaffected by remote work. For example, high housing prices have boosted residential property taxes.

	• Despite the modest effects on the budgets of the five cities so far, risk remains. Because reduced office 
values only gradually affect commercial property tax revenue, cities do not know the full impact yet.

	• Downtowns are struggling with increased office vacancies and reduced foot traffic. According to multiple 
interviewees, the loss of office workers made downtowns feel less safe and vibrant, making them less 
attractive for retailers, residents, and visitors. 

	• Office-to-residential conversions are a key part of cities’ efforts to transform depressed downtowns into 
more complete neighborhoods. Leaders are focused on increasing the supply of housing downtown and 
creating places that will attract visitors, accessing federal programs, creating local incentives, and even 
buying underutilized buildings to spur conversions. 

	• Decisions at the state level directly affect how easily cities can adapt to post-pandemic realities. States 
provide funding to cities, determine which taxes they can levy and at what rates, and create programs to 
encourage downtown redevelopment. 

The national picture
The debate over the doom loop
To date, the worst fears of urban doom loop theorists have not been realized. Revenue collections have remained 
surprisingly unremarkable: After the initial fiscal shock of the pandemic, city tax revenue grew in 2022 and 
2023, per a National League of Cities survey.7 Although revenue collections have weakened more recently, this 
weakness is more reflective of the challenges common to state and local governments generally—especially 
weaker economic growth and the expiration of temporary federal COVID aid—and less an obvious consequence 
of remote work and office vacancies.8

Other measures of city vitality have bounced back from pandemic lows. Many big cities lost population initially, 
but almost all were growing again by 2024 (though restrictive immigration policies put further growth in doubt).9 
Urban crime rates have fallen after a pandemic-era spike.10 Cities have benefited from the recovery of domestic 
business and leisure travel (though they face new challenges from a decline in international visitors).11 Taken as a 
whole, cities face fiscal and economic pressure, but there is little indication of a significant downward spiral. 

“Nobody’s calling it a doom loop anymore,” Sarah Sullivant, a managing director with S&P Global Ratings who 
assesses cities’ creditworthiness, told Pew.12

But as Stijn Van Nieuwerburgh, a Columbia Business School professor and one of the authors of the “Office 
Real Estate Apocalypse” paper, pointed out: Many of the steps in the doom loop process have played out as 
predicted.13 Office vacancies surged to record levels and continued to reach new highs into 2025, even as some 
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public and private sector employers require a higher number of workers to return to the office more days a week 
(see Figure 1).14 As a result, sale prices of office buildings across the country have plummeted. The owners of 
these buildings are often in financial distress, struggling to pay back loans or qualify for new ones that they  
can afford.15

Figure 1

Atlanta Region Has the Highest Office Vacancy Rate, Denver  
the Lowest
Office vacancy rate, second quarter 2025

Source: Colliers 2025 Q2 office market report

© 2026 The Pew Charitable Trusts
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What is surprising, Nieuwerburgh told Pew, is that the office market’s problems have not had a more obvious 
impact on city finances.16 There are a few possible explanations for that. 

One of the most benign is that the taxes directly affected by office values—especially commercial property 
taxes—simply make up too small a share of overall revenue to fundamentally alter a city’s fiscal direction. 
Property taxes are the largest source of revenue for most cities, but many major cities also raise a substantial 
share of their revenue from sales taxes, income taxes, or other levies.17 These other taxes are not generally 
thought to be as vulnerable to the effects of remote work, although in some instances they might be—
Philadelphia, for example, applies its income tax to commuters and has seen a substantial drop in wage tax 
revenue from nonresidents.18 Just as importantly, commercial property tax revenue is only part of overall property 
tax revenue and not the biggest part—in most cities, residential property tax revenues raise more.19 

Not all commercial properties are office buildings, so taxes on them are a fraction of commercial property tax 
revenue, which is a fraction of overall property tax revenue, which is a fraction of total revenue. This increasingly 
smaller fraction may not be big enough to make a large difference for city budgets, especially because residential 
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property tax revenue has surged—a byproduct of the stubbornly high home prices that have created a housing 
affordability crisis throughout the country.

In many cities, weakness in property tax is also at least somewhat self-correcting. If property values go down, city 
officials have the power to raise tax rates to compensate—and potentially collect the same amount of revenue 
as if values were stable. This power may be constrained by laws (state property tax limits sometimes prevent 
rate hikes), politics (property owners may advocate against higher rates), and economics (higher taxes can force 
office building owners deeper into distress). But, despite those constraints, cities adjust property tax rates more 
routinely than, for example, states raise income or sales tax rates.20

Several efforts to quantify the effects of office vacancies on city revenue have shown meaningful but manageable 
effects. A 2024 Tax Policy Center study examined 47 cities and found that in only five—Boston; Dallas; Knoxville, 
Tennessee; Madison, Wisconsin; and Manchester, New Hampshire—did commercial property tax revenue 
represent more than 20% of total revenue.21 Nonetheless, the authors concluded that, “Budget challenges related 
to declining commercial property tax collections will affect many local governments over the next few years.”22 
A 2024 Moody’s Ratings analysis found that “most cities showed less than a 2% loss in total revenue from a 
sharp decline in commercial or office values” and also “have significant revenue diversity from other sources 
which can help them make budget adjustments over the next few years to the extent that commercial assessed 
values decline.”23 Similarly, a 2025 Lincoln Institute of Land Policy working paper studied 135 cities and concluded 
that thanks to revenue sources other than the property tax, the “overall negative impact of remote work on the 
revenue-raising capacity of cities averaged only 2.9%” and “that few, if any … will face a ‘doom loop.’”24 

There is, however, a less benign explanation of the muted effects of remote work on city budgets: Simply not 
enough time has passed yet. There are several reasons why weakness in the office market would not immediately 
translate into weakness in municipal revenue.

First, property tax revenue will fall only after the assessed value of the properties declines, but assessments take 
place on varied schedules, with about half of states requiring annual assessments and others conducting them 
less frequently.25 Even when local officials conduct new assessments, they generally do not affect property tax 
bills until the following year, creating a further lag between changes in market values and what property owners 
pay.26 Furthermore, property tax assessments are generally based on how much income the properties generate, 
which may not fall immediately. For example, tenants often sign long-term leases for office space; the buildings 
generate less income only when the leases expire and owners are unable to lease the space for the same price.27

Finally, the biggest problems for owners occur when they are unable to pay off their mortgages or refinance. 
That situation would normally result in distressed sales or foreclosures, actions that would reveal—to local 
tax assessors and everyone else—how far the true values of the buildings have fallen. But lenders have largely 
been as eager as owners to avoid this outcome because they do not want to take possession of the buildings 
and assume the problems of owning a distressed asset. Instead, many lenders have allowed owners to delay 
payments or have extended loans under existing terms, a strategy known as “extend and pretend.”28 

Taken together, these factors suggest it may still be too early to confidently declare the extent of the challenges 
for city budgets. Nieuwerburgh sees the situation differently than optimists such as Sullivant: “I’ve always 
thought this was going to be a slow-moving train wreck.”29
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Struggling downtowns
Although local budget and revenue officials are generally downplaying the fiscal effects of office vacancies, 
leaders who are specifically focused on downtowns are less sanguine. When Pew spoke with staff from 
downtown civic groups and business improvement districts, they generally viewed remote work as having sapped 
the vitality of the neighborhoods they serve. They said that a significant course correction was necessary—even 
in cities such as Atlanta and Boston where budget officials hadn’t seen dramatic fiscal effects.30 Local leaders also 
made the case that downtowns still matter for cities’ economies (even with remote work, a large share of workers 
are located downtown), budgets (downtowns produce a significant share of city revenue), and image  
and culture (tourists and other visitors often congregate at museums, stadiums, theaters, and restaurants in 
these neighborhoods). 

One thing that was clear from these interviews is that not every neighborhood with a collection of office buildings 
is struggling to the same degree. Instead, traditional downtowns with older office buildings constructed in the 
1980s or earlier generally have higher vacancy rates, greater declines in office building values, and less foot traffic 
compared to newer office-centric neighborhoods—resulting in greater struggles not just for the office building 
owners themselves, but also for restaurants and retailers that depend on their tenants.

These neighborhoods are struggling for at least three reasons. First, as demand for office space has decreased, 
tenants have gravitated to newer buildings with more amenities in what observers describe as a “flight to 
quality.”31 Second, older downtowns were built before mixed-use development came into vogue. As a result, they 
often have fewer residents and therefore less alternative sources of foot traffic and business activity to fall back 
on as offices stop being reliable economic engines. Third, downtowns were often the epicenter of pandemic-era 
challenges such as increased crime and homelessness, in part because downtowns often house social service 
providers and public facilities such as jails and homeless shelters. “Most downtowns have those because, once 
they were established, nobody wanted one in their neighborhood,” A.J. Robinson, the president of Central Atlanta 
Progress, a nonprofit that seeks to improve the city’s downtown, told Pew.32

Multiple sources shared similar stories of traditional central business districts—which have a larger share of 
older, single-use office buildings—struggling relative to other local commercial neighborhoods. In Atlanta, 
downtown is doing worse than Midtown or Buckhead; Denver’s upper downtown is struggling compared to 
lower downtown; downtown Dallas is in more distress than uptown.33 Although this pattern generally predated 
the pandemic, the loss of office workers accentuated the struggles of older downtown areas. In Denver, the loss 
of office workers made streets in upper downtown feel more deserted and homelessness more visible, which 
led to even more reluctance for workers and visitors to return downtown, creating—on a micro scale—what 
the mayor described as a doom loop.34 Out of the five cities Pew studied, only Milwaukee’s leaders view their 
downtown as performing well, with sources citing the Milwaukee region’s short commute times (see Figure 2) 
and downtown residential population as factors encouraging employees to continue to work downtown and shop 
at neighborhood businesses.35
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Source: U.S. Census Bureau, American Community Survey
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Figure 2

Atlanta Region Has the Longest Commutes, Milwaukee the Shortest
Mean travel time to work by metropolitan area, 2024 (in minutes)

Almost universally, city officials think the best way to solve these problems of obsolete downtowns is to 
transform them from 9-to-5 business districts to more complete neighborhoods, building parks, event venues, 
and other public spaces that will attract visitors. That means nurturing retailers and restaurants. But most of all, it 
means making sure far more people can live downtown.

In this regard, office buildings are both the source of the problem and a potential solution, if underused offices 
are converted to housing. Recognizing this opportunity, most major cities have adopted financial incentives such 
as property tax abatements to encourage conversions.36 Cities and developers have also found creative ways to 
tap state and federal incentive programs such as tax increment financing, enterprise zone programs, and historic 
rehabilitation tax credits. For example, Dallas is considering expanding its downtown historic district, a move that 
would allow conversion projects to receive federal historic rehabilitation credits even if the buildings are not at 
least 50 years old, the typical standard.37 And, beyond spending money on the problem, some cities are thinking 
creatively about how they can offer technical help and regulatory relief to help facilitate conversions. For example, 
New York City has established an Office Conversion Accelerator program to help projects assess feasibility and 
qualify for permits, with input from multiple city agencies.38 

These efforts have faced substantial economic headwinds because high interest rates and high costs for building 
materials have raised price tags for the projects. Nonetheless, national experts such as Nieuwerburgh and Tracy 
Hadden Loh, a fellow at Brookings Metro, have become more optimistic that many underutilized offices will 
ultimately prove suitable for conversions.39

As offices remained empty during the pandemic, much of the initial discourse focused on the practical challenges 
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to turning an office into an apartment—such as how to fit in all the necessary kitchens, bathrooms, windows, 
and elevators.40 But interviewees told Pew researchers that maintaining a mix of uses in buildings—apartments, 
offices, hotels, and retail—can help solve some of these problems.41 Furthermore, the further office buildings 
fall into distress, the more conversion projects that previously seemed cost-prohibitive begin to look appealing. 
“There used to be the sense that there are all these office buildings that you can’t really convert,” Nieuwerburgh 
told Pew. “It’s too complicated. They’re too big. The floor plates are too deep. It’s too hard to bring light and air 
into the interior.” But, he said, “I’ve completely changed my mind on this. My new view is every office building can 
be converted. The only question is: How much does it cost?”42

Office-to-Dorm Conversions Present an Opportunity

Though office-to-residential conversions are often expensive, office-to-dorm conversions can cost less 
because they involve fewer kitchens and bathrooms, smaller units, and less plumbing work. In some 
cities—such as Hartford, Connecticut, and Washington, D.C.—universities have purchased vacant 
office buildings to convert them into traditional student dorms. Pew’s housing policy initiative and the 
architectural firm Gensler published research showing that office buildings could be converted into 
dorm-style housing available to the general public. They have estimated the conversion costs per square 
foot to be 25% to 35% lower than traditional office-to-residential conversions, while the number of units 
produced is roughly triple.43

The state role
As city governments have sought to reinvent their downtowns, state governments have mostly stayed in the 
background. Conversions have caught some state officials’ interest. Some have enacted their own financial 
incentives—California, for instance, committed $400 million in 2022, while Washington created a sales tax break 
for conversion construction costs in 2024.44 Others have sought to address regulatory obstacles to conversions, 
with state efforts ranging from allowing commercial properties to be converted into housing without going 
through a rezoning, to removing parking mandates that increase costs.45 However, experts who work with state 
economic development officials nationwide say, beyond the narrow topic of conversions, the new problems faced 
by downtowns are not really on officials’ radar.46

Where states do invariably have a huge role is setting the rules for city finances. States decide what taxes 
localities may levy and their maximum rates. Often, they dictate what services cities are responsible for 
providing. As a result, when cities succeed or fail financially, states almost always deserve a substantial share of 
the credit or blame.

No city illustrates that point better than Milwaukee. Of the five cities Pew studied, Milwaukee appears to have 
been least affected by office vacancies. Yet of the five, Milwaukee faced the most severe financial crisis in the 
post-pandemic period. Starting decades ago, the state of Wisconsin contributed to this crisis by cutting inflation-
adjusted state aid to cities, limiting property tax growth, and forbidding cities to enact other broad-based taxes.47 
But the state also helped solve the crisis—at least for the time being—in a 2023 deal that allowed Milwaukee to 
levy a sales tax, while also moving city workers into the state’s better-funded retirement system and establishing 
new requirements for public safety staffing.48

Elsewhere in the country, city officials have sought state help addressing the effects of office vacancies, with 
mixed results. For example, in 2024, state lawmakers refused to give Boston Mayor Michelle Wu permission 
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to tax commercial properties at higher rates—her preferred response to weakening commercial revenue that is 
forcing homeowners to pay more to compensate.49 Furthermore, to the extent cities’ requests for help require 
additional state dollars, the asks may be ill timed—many states face emerging budget deficits and long-term 
fiscal pressures.50

History shows, however, that despite those pressures, states should take the fiscal and economic health of their 
cities seriously. The theory that remote work and office vacancies will cause urban doom loops remains unproven 
—but the idea that cities can fall into downward spirals in which fiscal and economic stress builds off itself is an 
established fact.51

For example, the loss of factories starting in the 1950s spurred a decades-long decline in much of the industrial 
Midwest: From 1950 to 2020, Buffalo, Cleveland, Detroit, Pittsburgh, and St. Louis all lost at least half of their 
populations.52 Cities in long-term decline not only provide fewer services and opportunities to residents, but also 
weaken state and regional economies and prove hugely expensive to state governments—which face depressed 
tax revenue and expensive turnaround efforts.53

Even many cities that have remained fiscally resilient despite the rise of remote work are beginning to face a 
bleaker outlook for unrelated reasons: weaknesses in the national economy; rising costs of workers, goods, and 
services; and reduced federal aid to cities themselves and to anchor institutions such as universities. A 2025 Pew 
analysis found that 20 of the 25 most populous cities in the U.S., including Dallas and Denver, have faced budget 
deficits recently or project them for the future.54 Several cities such as Houston and San Diego that produce 
long-term projections expect deficits throughout the multiyear forecast period, but for the many cities that do 
not produce these analyses, it’s hard to know what is ahead.55 Widespread budget challenges raise the possibility 
that office vacancies will not on their own tip otherwise fiscally healthy cities into long-term decline, but rather 
that they will be one factor among many that contribute to ongoing distress.

Many experts remain optimistic. Loh, of Brookings, generally views the risk of doom loops as “overblown”—but 
she also said state governments are key to avoiding the feared outcomes.56 “What’s going on with commercial 
property just means that cities need to be able to tailor their revenue strategy to be flexible and adapt to match 
it to the changing economy,” Loh told Pew. “[I]f states don’t give municipalities that flexibility, then they will just 
run out of money instead, and that would be a manufactured doom loop.”57 

The experiences of five cities
To understand how remote work and office vacancies are affecting the budgets and economies of five cities—
Atlanta, Boston, Dallas, Denver, and Milwaukee—Pew interviewed city officials and other leaders and experts. 
While these cities’ experiences have much in common—most are struggling with elevated office vacancies and 
underperforming downtowns—they also illustrate the varied impact of the rise of remote work and the varied 
strategies for responding.
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Population annual percent change, 2010-20 1.7%

Population annual percent change, 2020-24 1.1%

Remote work percentage, metropolitan area, 2024 18.8%

Office vacancy rate, second quarter 2025 24.3%

Percentage revenue from commercial property tax, FY 2024 19.8%

Mean minutes to travel to work, metropolitan area, 2024 32.4

Median monthly apartment rents, October 2025 $1,526

Typical home value, October 2025 $381,393

Median household income, 2024 $88,165

Atlanta

Note: All data verified as of February 2026.

Sources: U.S. Census Bureau, decennial census, annual population estimates, and American Community Survey (population 
change, remote work, commuting time, and household income); Colliers 2025 Q2 office market report (office vacancy rate); 
Pew analysis using Brookings-Urban Tax Policy Center methodology from “The Future of Commercial Real Estate and City 
Budgets,” 2024 (revenue from commercial property tax); Apartment List, historic rent estimates, accessed December 2024 
(apartment rents); Zillow Home Value Index all homes time series, smoothed, seasonally adjusted (home values)

© 2026 The Pew Charitable Trusts

Overall, Atlanta’s budget and economy are performing reasonably well. But the city’s downtown—which lacks 
both new office buildings and sufficient housing—risks being left behind. In response, civic leaders are not 
seeking to restore downtown to pre-pandemic prosperity, but instead to build something new: a more complete 
neighborhood that attracts not only tourists or office workers, but residents too.

Downtown Atlanta’s problems did not start with the pandemic. No new office buildings have been built in the 
neighborhood in 20 years—a period in which the metropolitan area grew by more than 1.5 million people.58 The 
lack of development reflects intense local competition. Besides downtown, Atlanta has two other major office 
and commercial districts—Midtown and Buckhead—both of which are newer than downtown.59 Plus, most 
people live and work in the suburbs: Less than 10% of the metro population lives in Atlanta.60

The post-pandemic period has further drawn downtown’s disadvantages into stark relief. Like other cities, Atlanta 
has experienced a “flight to quality,” with office tenants preferring newer buildings with more amenities—the 
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types of buildings downtown lacks.61 As a result, downtown office buildings were more than 30% vacant in the 
second quarter of 2025, per Colliers, well above the Atlanta region’s vacancy rate of 24%.62 

So far, though, the effects of these trends on Atlanta’s budget have been relatively muted. Atlanta has received 
a top AAA credit rating from Fitch Ratings, which upgraded the city in 2024.63 The city had to close a midyear 
budget deficit in fiscal year 2025, but police overtime costs were the primary cause of the gap—not anything tied 
to remote work.64 More office owners are challenging their property assessments, a warning sign for the property 
tax, which accounts for nearly 40% of Atlanta’s general fund revenue.65 Still, property tax revenue has continued 
to grow: The city’s fiscal 2026 budget anticipates $389 million in property tax revenue, up from $281 million 
three years earlier, buoyed by strong residential values and new construction.66

What downtown boosters say is that the city would be in even better shape if downtown had simply kept pace with 
other neighborhoods. And, they argue, the success of downtown still matters.67 Atlanta is the home of the world’s 
busiest airport, and visitors play a central role in the regional economy.68 Whether they are in town for conventions, 
vacations, or sporting events, most of them come downtown.69 “We’re still the postcard,” said A.J. Robinson, the 
president of Central Atlanta Progress. “We have the most interesting office buildings. We have the biggest athletic 
facilities. We have the parks. We have the state capitol. It’s the brand of Atlanta and, to some extent, Georgia.”70

To avoid having that image defined by vacant office buildings or empty streets, the city is increasingly trying 
to turn downtown Atlanta into a place to live. In Atlanta, more so than in many American cities, that would be 
a major shift. Until the 21st century, the car-centric Atlanta region had few multifamily buildings. By the time 
developers began to construct larger residential buildings in Atlanta, Midtown and Buckhead were the preferred 
neighborhoods to live in.71

The skyscraper at 2 Peachtree Street, a former state-owned office building completed in 1966, towers over “The Phoenix,” a statue 
symbolizing Atlanta’s rise back to prominence after the Civil War. The city of Atlanta bought the building in 2023 for an office-to-
residential conversion project. Edward Chaidez/Getty Images
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Like other cities, Atlanta is seeking to address the lack of downtown housing through office-to-residential 
conversions. But while many cities have relied on incentives for developers, Atlanta’s first major effort was to buy 
a skyscraper. The structure, 2 Peachtree, was a state office building that Georgia officials had spent years trying 
to offload. The city paid $39 million for it in 2023, hoping that a successful conversion could prove the viability 
of conversions while having a catalytic impact on downtown.72 “This is revolutionary,” Mayor Andre Dickens said 
in 2022, when the city announced the planned purchase. “We want to bring life and vitality back to downtown 
because after about seven o’clock in downtown, ain’t nobody here.”73

Completed in 1966, 2 Peachtree has a prime location at the center of the city’s subway system and a noteworthy 
history: It was once the tallest building in the entire Southeast.74 Despite those advantages, the project has 
given the city a firsthand view of the difficulty of office conversions, including costly engineering challenges, 
complicated financing, and high construction costs.75 The city selected developers to lead the project in 2024.76 
As of early 2026, Atlanta officials expected construction to begin by the end of the year.77

Building from scratch is an alternative to converting existing properties, but few downtowns have substantial 
tracts of undeveloped land. Atlanta is an exception. “The gulch” had long been a 50-acre hole in the middle of 
downtown Atlanta—40 feet below surrounding streets—that once housed extensive railyards and, more recently, 
parking lots.78 After decades of false starts, in 2018, the city approved up to $1.9 billion in municipal bonds to 
redevelop the area, the costliest incentive package in city history.79

While the funding predates the pandemic, the plan for the development—now known as Centennial Yards—has 
changed significantly since then. Originally, developers intended for the area to skew heavily toward office buildings, 
but more recent plans give far more space to build apartments, hotels, retail, and entertainment venues—what 
commercial real estate firm Colliers has termed “the largest mixed-use development in the Southeast.”80

Centennial Yards is not scheduled for completion until 2030, but builders are racing to finish several pieces by 
the summer of 2026, when downtown’s Mercedes-Benz Stadium will host eight World Cup soccer matches.81 
That urgency reflects Atlanta leaders’ desire to capitalize on the visibility provided by the World Cup, but also 
the broad recognition that for downtown to thrive, it needs to change. “People have realized that, unless you 
have people living downtown and grocery stores and other amenities, you can’t have that vibrant downtown that 
you’re looking for,” Jerry Parrish, the chief economist at the Metro Atlanta Chamber, told Pew.82

Atlanta’s Midtown 
neighborhood is viewed 
through the adjacent 
Piedmont Park, a popular city 
landmark. Both Midtown and 
the Buckhead neighborhood 
offer popular residential 
areas and newer commercial 
districts than downtown, 
which lacks sufficient 
housing and hasn’t added a 
new office building in more 
than 20 years.  
Scott Dunn/Getty Images



12

Population annual percent change, 2010-20 0.9%

Population annual percent change, 2020-24 -0.1%

Remote work percentage, metropolitan area, 2024 16.2%

Office vacancy rate, second quarter 2025 24.1%

Percentage revenue from commercial property tax, FY 2024 28.3%

Mean minutes to travel to work, metropolitan area, 2024 31.9

Median monthly apartment rents, October 2025 $2,413

Typical home value, October 2025 $758,702

Median household income, 2024 $97,791

Boston

Note: All data verified as of February 2026.

Sources: U.S. Census Bureau, decennial census, annual population estimates, and American Community Survey (population 
change, remote work, commuting time, and household income); Colliers 2025 Q2 office market report (office vacancy rate); 
Pew analysis using Brookings-Urban Tax Policy Center methodology from “The Future of Commercial Real Estate and City 
Budgets,” 2024 (revenue from commercial property tax); Apartment List, historic rent estimates, accessed December 2024 
(apartment rents); Zillow Home Value Index, all homes time series, smoothed, seasonally adjusted (home values)

© 2026 The Pew Charitable Trusts

Perhaps no major American city relies more on property taxes in general or commercial property taxes in 
particular than Boston.83 More than 70% of the city’s revenue comes from property taxes, with taxes on 
commercial properties representing more than half of that portion.84 This fact explains why, when national 
experts such as the Tax Policy Center or Moody’s Ratings have assessed which cities’ revenue systems are most 
vulnerable to office vacancies, Boston is at or near the top of the list.85 But city officials argue that while real risks 
remain, this perspective understates Boston’s fiscal resilience. 

The basic reason for city officials’ optimism is that while Boston depends on property tax revenue, the amount of 
revenue it collects is not directly tied to property values. Instead, the city has routinely increased revenue collections 
by 2.5% each year, the maximum amount allowed under a 1980 Massachusetts ballot measure known as 
“Proposition 2½.”86 If the values of existing properties go up, rates must fall to limit the revenue growth to 2.5%. (The 
law also allows for additional revenue growth from property taxes on new development.) If property values go down, 
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the city can raise rates to reach the 2.5% figure. “It’s really nice to have a revenue source that can grow by a certain 
percentage and you can kind of count on every year,” Ashley Groffenberger, Boston’s chief financial officer, told Pew.87

This approach only works, of course, if property owners tolerate the higher bills. When the city reassessed 
property values for fiscal 2025, the values of existing commercial properties fell.88 To reach the maximum 2.5% 
increase, the city’s only options were to raise rates on commercial owners or to ask residential property owners  
to pay more.89 Citing her city’s housing affordability crisis, Boston Mayor Wu’s preference was to raise 
commercial rates.90

However, the choice was not the city’s alone. State law limits how much higher commercial rates can be than 
residential rates, and Boston was already at the maximum. To raise commercial rates higher, the city needed 
state lawmakers’ permission. Wu first requested this authorization in 2024, but with many commercial owners 
opposed to paying higher rates when they were struggling financially, lawmakers demurred.91 Instead, for fiscal 
2025, property taxes for single-family homes increased by more than 10%.92 Wu reintroduced the proposal in 
2025, but, as of the end of the year, lawmakers still had not supported it.93

The fear is that Boston homeowners will be strained by a series of similar tax increases in coming years or, if 
those increases prove politically unpalatable, the city may need to make substantial budget cuts. In a June 2025 
report, “Ongoing Fallout From Boston’s Empty Offices,” two research groups estimated that, by fiscal 2029, 
inflation-adjusted commercial property values could fall by 35% to 45% from fiscal 2024 levels. Unless the 
city raises tax rates, this drop would reduce tax revenue over this period by roughly $1.7 billion.94 While other 
civic leaders dispute the details of the “Fallout” report, most agree that the values of office buildings have not 
stabilized yet.95 Several office buildings have recently sold well below their assessed value, and those prices 
suggest that future rounds of assessments will push the values lower.96

A bustling street in South Boston shows the area’s extensive commercial and residential real estate development. Despite a shortage of 
affordable housing, Boston has substantial fiscal and economic strengths, including thriving life sciences, finance, health care and higher 
education sectors. Peeterv/Getty Images
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At the root of these challenges is not just a depressed market for office buildings but also state laws that restrict the 
revenue-raising authority of cities. Massachusetts cities cannot levy income taxes or sales taxes. They cannot raise 
rates for other taxes beyond state-designated maximums.97 Instead of giving cities the power to raise taxes, the 
state has traditionally given them state dollars in the form of unrestricted state aid. But the share of revenue Boston 
receives from state aid has fallen from 21.5% in fiscal 2006 to just 10.8% in fiscal 2026, as it has failed to keep up 
with inflation and as property tax revenue has surged.98 Governor Maura Healey has proposed allowing cities to 
raise smaller excise taxes on motor vehicles, hotels, and meals, but legislators have not acted on these ideas.99

Where state officials have provided more assistance is to help return vacant or underutilized office buildings to 
more productive uses. Since 2024, the state has pumped millions of dollars into conversions—complementing the 
city’s own incentive program—while also providing technical assistance to help potential projects assess feasibility 
and navigate regulatory barriers.100 These combined efforts have succeeded in launching the conversion process—
the city reported receiving around 20 applications for conversions as of late 2025—and stand to add much-needed 
housing units to the city.101 But, from a revenue perspective, their effects are more ambiguous. Returning vacant 
space to productive uses could raise property values. Higher values may not translate into higher revenue, however, 
because residential properties are taxed at lower rates than commercial ones and because the city’s conversion 
incentive can reduce what they pay in property taxes by up to 75% for 29 years.102

Despite the challenges, Boston retains substantial fiscal and economic strengths. The city has an impressive 
collection of businesses in life sciences and finance, bolstered by health care and higher education institutions that, 
while facing their own headwinds, still undergird the local economy.103 Unlike many other cities in Massachusetts, 
Boston has continued to enjoy substantial real estate development, especially in South Boston’s Seaport District—
important from a budget perspective because taxes on new development that are exempt from Proposition 2½ (and 
its 2.5% limit) have allowed for year-over-year property tax revenue growth of 4% to 6% in recent years.104

These factors help explain why, in 2025, credit rating agencies reaffirmed Boston’s top AAA credit rating for a 
12th consecutive year.105 Evan Horowitz, the author of the “Fallout” report, agrees that rating is appropriate, even 
though he expects the city to have to make unpleasant choices in the years ahead. “They just have to make political 
decisions about whether they want to raise taxes or whether they want to cut services,” Horowitz told Pew. “Either 
way, it’s not like one of these paths leads to demise or a doom loop and the other path leads to success.”106

A walkway along the 
water has views of the 
buildings in Boston’s 
Seaport District. Boston 
is vulnerable to office 
vacancies due to its heavy 
reliance on commercial 
property taxes, but new 
development along the 
seaport has helped boost 
property tax revenue. 
APCortizasJr/Getty Images
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Population annual percent change, 2010-20 0.9%

Population annual percent change, 2020-24 0.4%

Remote work percentage, metropolitan area, 2024 15.6%

Office vacancy rate, second quarter 2025 21.5%

Percentage revenue from commercial property tax, FY 2024 23.0%

Mean minutes to travel to work, metropolitan area, 2024 28.8

Median monthly apartment rents, October 2025 $1,327

Typical home value, October 2025 $300,084

Median household income, 2024 $74,323

Dallas

Note: All data verified as of February 2026.

Sources: U.S. Census Bureau, decennial census, annual population estimates, and American Community Survey (population 
change, remote work, commuting time, and household income); Colliers 2025 Q2 office market report (office vacancy rate); 
Pew analysis using Brookings-Urban Tax Policy Center methodology from “The Future of Commercial Real Estate and City 
Budgets,” 2024 (revenue from commercial property tax); Apartment List, historic rent estimates, accessed December 2024 
(apartment rents); Zillow Home Value Index all homes time series, smoothed, seasonally adjusted (home values)

© 2026 The Pew Charitable Trusts

The Mercantile Bank Building, once an iconic office headquarters and the tallest building west of the Mississippi 
River, stood vacant for years until the city of Dallas paid private developers tens of millions of dollars to turn it 
into an apartment building known as The Merc.107 The year was 2005, though, not 2025. As the Mercantile Bank 
Building story suggests, Dallas has both a long-standing office vacancy problem and a long history of converting 
these offices to other purposes. The city has a proven playbook for reusing unneeded office space, one that 
combines private dollars and local, state, and federal incentives to return buildings to productive uses.

In some ways, Dallas is a surprising place to be concerned with office vacancies. Both public and private sector 
employers ordered workers back to the office sooner in Dallas than in other places.108 Predictably, office building 
visits in the Dallas metro area are closer to pre-pandemic levels than in most of its peers.109 But those figures 
obscure the reality: Dallas has an above-average office vacancy rate. As of the second quarter of 2025, per 
Colliers’ data, Dallas’ office vacancy rate was 21.5%, higher than the U.S. rate and that of some East Coast 
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cities—such as New York, Philadelphia, and Washington, D.C.—where the pandemic more obviously affected 
work patterns.110

Dallas’ high vacancy rate reflects the effects of not just the pandemic, but also a much earlier economic 
disruption. In 1986, oil prices crashed, falling by more than 50%.111 Suddenly, the economy of Dallas—and all of 
Texas—fell into distress and the city had more office space than it needed. While the local economy eventually 
recovered, demand has never fully filled the offices.112

By the time Dallas was booming again, the city’s center of gravity had shifted. Uptown, adjacent to downtown 
but with newer offices buildings and more residents, attracted businesses. “Uptown has been a very successful 
portion of our city, but a lot of the tenants that were in downtown moved to uptown,” Tamara Leak, interim 
assistant director with Dallas’ Office of Economic Development, told Pew. “It was the shiny new toy.”113

Dallas responded by using incentives such as tax increment financing (TIF) and historic rehabilitation tax 
exemptions to revitalize downtown.114 As with the Mercantile Bank Building, much of the focus was on converting 
vacant or underutilized offices. From 2005 to 2020, the city repurposed about 40 downtown buildings. These 
conversions helped fundamentally change the character of downtown. In 2000, a few hundred people lived in the 
central business district. Today, about 15,000 do.115

But after the pandemic began, the old pattern resumed: Businesses that still needed office space preferred to look 
elsewhere than downtown, in neighborhoods with newer buildings.116 In response, the city is redoubling its efforts. 
It expanded the borders of the Downtown Connection TIF District—which unites uptown and downtown—in 
2022 and increased the funding available to developers.117 Similar to incentives in other cities, Dallas’ TIF program 

A view of the Mercantile Bank Building (at right) shows its iconic clock tower; the building sat vacant for years before the city government 
paid private developers to convert it to an apartment building in 2005. Office vacancies have long been a problem for Dallas, but the city 
also has a proven track record of repurposing vacant buildings to other uses. Brett Chisum/Flickr
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is a strategy for concentrating redevelopment funding in 18 designated districts the city deems as needing or 
deserving extra help. It uses property tax growth from the districts to pay for development costs in the districts, 
rather than allowing the property tax revenue to flow to government coffers as it usually would.

Local leaders are also trying to expand access to other incentives. Federal and state historic rehabilitation tax 
credits are an appealing source of funding for conversions—developers often enjoy wide discretion to modify the 
interior of the buildings, even as changes to the exterior are restricted—but normally properties must be at least 
50 years old.118 That age minimum does not apply if buildings contribute to the character of a historic district, 
however. With this exception in mind, city leaders are proposing to expand the boundaries of downtown’s historic 
district.119 In other words, even unloved 1980s office buildings might be eligible for generous incentives intended 
for historic properties. “What it speaks to is exhausting every possibility to provide additional tools outside of 
private equity and debt markets to try to move some of these projects forward,” Evan Sheets, vice president of 
planning and policy at Downtown Dallas Inc., told Pew.120

This “try everything” mentality has been present in Dallas for decades. The city and its developers were not just 
turning office buildings into apartments. A skyscraper, the First National Bank Tower, reopened in 2020, with 
apartments, a hotel, office space, restaurants, and retail.121 A historic hotel that had closed in 2001, the Statler, 
reopened in 2017 as a hotel, apartments, and retail space.122 Developers turned a Sears distribution center 
from the 1920s into affordable apartments.123 One lesson from these examples is that “office-to-everything” 
conversions can move forward even in instances when pure office-to-residential conversions face logistical 
challenges, such as interior building space that is far from windows.

All of the city incentives, of course, come with a price. Over the last 20 years, the Downtown Connection TIF 
District has redirected hundreds of millions of dollars in property tax revenue growth to downtown projects 
rather than into the city’s general coffers.124 The city’s historic rehabilitation program (separate from the state 
and federal credits) exempts up to 100% of city property taxes for 10 years.125 These programs have maintained 
strong local support, but the city’s ability to provide additional funding is increasingly in jeopardy.126

Dallas’ fiscal 2026 budget closed a library and three community pools, small signs of the city’s growing fiscal stress.127 

Part of the challenge is rising costs. A November 2024 local ballot measure requires the city to hire roughly 900 
new police officers and increase police pay—a vote that prompted Moody’s to put the city’s credit rating on negative 
watch.128 Another part of the problem is state restrictions. Under a 2019 state law, Dallas and other cities cannot 
increase the property tax levy—the amount of money that the city collects—by more than 3.5% year over year 
without voter approval.129 That means that even if property values rise rapidly, the city may not fully benefit. 

The levy limits are one example of the strained relationship between Texas’ cities and state policymakers. Other 
examples include two pieces of legislation signed into law in 2025—S.B. 840 and S.B. 2477—that require cities 
to allow multifamily residential buildings in any area where commercial buildings are allowed, and reduce cities’ 
ability to regulate office-to-residential conversions, respectively.130 Some city officials across Texas objected to 
these restrictions on local zoning power, but one practical consequence could be that cities must permit office-
to-residential conversions in areas where they might otherwise not have been allowed.131

Marcus Watson, chief planner in Dallas’ Office of Historic Preservation, told Pew that conversions of historic 
properties have slowed in recent years, in part because many of the most logical candidates have already been 
rehabilitated.132 But with the extra push from S.B. 840 and S.B. 2477, as well as the city’s own efforts, a new 
generation of conversion projects seems primed to begin.
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Population annual percent change, 2010-20 1.8%

Population annual percent change, 2020-24 0.5%

Remote work percentage, metropolitan area, 2024 22.6%

Office vacancy rate, second quarter 2025 19.5%

Percentage revenue from commercial property tax, FY 2024 8.4%

Mean minutes to travel to work, metropolitan area, 2024 27.7

Median monthly apartment rents, October 2025 $1,636

Typical home value, October 2025 $523,582

Median household income, 2024 $93,504

Denver

Its struggling older downtown with too many office buildings and too few residents and visitors make Denver’s  
post-pandemic problems look similar to those of many other major American cities.133 But to address the  
problems, Denver has something many other cities lack: money to spend transforming downtown. The city has a 
dedicated $570 million over the next 13 years.134 The question now is how Denver should spend those dollars to  
best position downtown—and the city as a whole—for the future.

The money comes from an expanded TIF district approved by downtown voters and the City Council in 2024.135 
Under Colorado law, cities can create downtown development authorities to divert tax revenue growth generated 
in downtowns for improvements to those areas.136 Starting in 2008, Denver used this mechanism to issue bonds 
to redesign public spaces and facilities around Union Station, its historic train station, which serves as the hub of 
the regional public transportation network.137 After the city paid off these bonds, it decided to greatly expand the 
boundaries of the Denver Downtown Development Authority and to greatly expand its purpose: to revitalize and 
reinvent downtown.138

Note: All data verified as of February 2026.

Sources: U.S. Census Bureau, decennial census, annual population estimates, and American Community Survey (population 
change, remote work, commuting time, and household income); Colliers 2025 Q2 office market report (office vacancy rate); 
Pew analysis using Brookings-Urban Tax Policy Center methodology from “The Future of Commercial Real Estate and City 
Budgets,” 2024 (revenue from commercial property tax); Apartment List, historic rent estimates, accessed December 2024 
(apartment rents); Zillow Home Value Index all homes time series, smoothed, seasonally adjusted (home values)

© 2026 The Pew Charitable Trusts
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This decision to use downtown revenue growth specifically for downtown was notable because the city’s overall 
budget could use the money. After announcing a $200 million budget gap for fiscal 2026, in May 2025, Mayor Mike 
Johnston ordered many city workers to take between two and seven furlough days through the end of the year, and 
in August the city laid off 169 workers.139 The deficits stem from a surge in city spending on personnel and contracts, 
and the failure of revenue growth to keep up, as Denver’s 2010s economic and population boom has slowed.140

Remote work and the consequent struggles of downtown have contributed to the fiscal challenges. Statewide, 
Colorado was a pandemic-era destination for remote workers drawn by open space and outdoor activities. As of 
2023, Colorado was the state with the largest share of remote workers, per U.S. Bureau of Labor Statistics data.141 
But Denver and especially its downtown were the clear losers.

Office vacancy rates surged, especially in “upper downtown,” Denver’s traditional business center.142 By 2024, 
only half of upper downtown’s pre-pandemic workforce had returned to the office. 143 New residents didn’t fill 
the void: Through 2024, upper downtown had added zero housing units since 2020.144 Meanwhile, starting 
in 2022, a three-year renovation project of the 16th Street Mall—a mile-long stretch of shops that serves as 
downtown’s primary retail corridor—drove away shoppers.145 Street-level activity (referred to as “activation” by 
city officials) declined.146

Retail weakness downtown was a budget problem, not just an economic one. Denver gets 56% of its general 
revenue from sales taxes (compared to only 12% from property taxes).147 In recent years, sales tax growth has 
stagnated and the share of revenue produced by downtown, historically a pillar of the city’s tax collections,  
has shrunk.148

As downtown emptied, concerns about crime and homelessness grew, creating the risk of a vicious cycle. “Those 
challenges create their own doom loop,” Mayor Johnston said in 2024. “More vacancies meant less activation 
meant more homelessness meant more crime and meant more vacancies, meant less activation and the pattern 

Downtown Denver is viewed through a sign for the city’s historic Union Station, a regional public transportation hub. Starting in 2008, 
Denver used tax increment financing to redesign public spaces and facilities in this area. Now the city is hoping a similar approach can 
revitalize parts of downtown that have struggled in the post-pandemic era. Brad McGinley Photography/Getty Images
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continued.”149 By 2023, when Denver elected Johnston mayor, homelessness—especially downtown, where 
several encampments were located—was one of the top issues.150

Stopping the doom loop is proving expensive. Johnston’s approach was to break up the encampments and offer 
long-term housing instead. So the city bought and leased hotels.151 Spending on the mayor’s homelessness 
initiative, known as All In Mile High, totaled $57.5 million in fiscal 2025.152

In recent months, some of the city’s efforts have begun to pay off. Far fewer people are living on the streets.153 
Numbers of residents and visitors downtown (excluding workers) have reached or exceed pre-pandemic levels.154 
Yet downtown, especially upper downtown with its underutilized offices, remains too empty, too often. “People 
come downtown, then they leave,” City Council President Amanda Sandoval told Pew. “What we want to turn it 
into is a neighborhood, not just the central business area.”155 

To build this neighborhood, the Denver Downtown Development Authority (DDDA) is the city’s big bet. What the 
city will do with the money is only just beginning to come into focus, in part because the law affords the DDDA 
exceptionally broad flexibility. The DDDA can use the money on public works such as parks or transportation 
projects. It can offer grants or loans to retailers or other businesses. It can help fund new development or fund 
reuse, such as office-to-residential conversions.156 In fact, the very first use of the dollars in April 2025 wasn’t any 
of these things—instead, the city used DDDA dollars to pay for additional downtown police patrols.157

Even with this flexibility, however, city officials said they have a vision for how they will use the money. Bill 
Mosher, Denver’s chief projects officer, told Pew that he estimates that the DDDA will spend 70% of its 
money on private sector projects.158 And Laura Swartz, director of communications and administration for the 
Department of Finance, said that the city’s goal for these projects will be to give downtown the things it currently 
lacks in sufficient numbers, such as mixed-income housing, child care centers, and ground-floor retail.159

Officials are confident this strategy can succeed because it already has: Although upper downtown has borne the 
brunt of office vacancies, lower downtown is a much more vibrant mixed-use neighborhood.160 But how quickly 
revitalization efforts succeed also matters for a city trying to regain its 2010s momentum. “The intent is to start 
to see transformative change in downtown within the next couple years,” Swartz told Pew. “This is not something 
that we’re comfortable letting sit for a decade.”161

The 16th Street Mall, 
downtown Denver’s 
primary retail corridor, 
began a three-year 
renovation in 2022, leading 
to a decline in street-level 
activity along this mile-
long stretch. More than 
half of Denver’s general 
revenue comes from sales 
taxes, so retail declines 
are both an economic 
challenge and a budget 
problem. Jacek Sopotnicki/
Getty Images
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Population annual percent change, 2010-20 -0.3%

Population annual percent change, 2020-24 -0.6%

Remote work percentage, metropolitan area, 2024 12.9%

Office vacancy rate, second quarter 2025 20.2%

Percentage revenue from commercial property tax, FY 2024 10.4%

Mean minutes to travel to work, metropolitan area, 2024 23.2

Median monthly apartment rents, October 2025 $1,147

Typical home value, October 2025 $210,430

Median household income, 2024 $56,792

Milwaukee

Compared to other cities, Milwaukee has experienced fairly minor effects of remote work. But that fact did not 
stop the city from facing a major fiscal crisis in 2023—a crisis that had little to do with pandemic-era economic 
changes and more to do with state government policies.

Milwaukee’s fiscal problems were decades in the making. A key issue was that the state of Wisconsin provided 
Milwaukee and other local governments with less money over time. For a city that lacked state authorization to 
levy sales and income taxes, state aid was historically Milwaukee’s largest revenue source, accounting for more 
than two-fifths of the city’s general revenue in 2000.162 But between 1998 and 2018, state aid to Wisconsin local 
governments fell by 41%, after adjusting for inflation.163

Localities responded to those cuts by raising the only revenue source they could—property taxes—to some of 
the highest levels in the country. But those increases helped spur a backlash that led the state to impose property 
tax limits, first in 2006 and then with modifications in 2011.164 The result was that Milwaukee had no way to 

Note: All data verified as of February 2026.

Sources: U.S. Census Bureau, decennial census, annual population estimates, and American Community Survey (population 
change, remote work, commuting time, and household income); Colliers 2025 Q2 office market report (office vacancy rate); 
Pew analysis using Brookings-Urban Tax Policy Center methodology from “The Future of Commercial Real Estate and City 
Budgets,” 2024 (revenue from commercial property tax); Apartment List, historic rent estimates, accessed December 2024 
(apartment rents); Zillow Home Value Index all homes time series, smoothed, seasonally adjusted (home values)

© 2026 The Pew Charitable Trusts
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meaningfully increase revenue: Property tax collections could only grow modestly, state aid was falling and out of 
city officials’ control, and many of the city’s other revenue sources were service charges such as trash collection 
fees that the state limited to the cost of providing the service.165

The city responded to these limits by holding spending flat and using reserves to pay for operating expenses.166 
By 2023, however, the reserves were running out and costs for the city’s badly underfunded public employee 
pension system were set to spike dramatically.167 That year, Mayor Cavalier Johnson warned state lawmakers that 
Milwaukee was “on a path to catastrophic budget cuts” and would “face insolvency” once federal COVID-19 relief 
dollars ran out in 2025.168 Outside observers agreed. “You didn’t need to be Alan Greenspan to take a look at this 
and say, ‘Wow, this isn’t going to be sustainable, is it?’” said Rob Hencken, a former president of the Wisconsin 
Policy Forum, who was warning as early as 2009 about Milwaukee’s structural budget problems. “If your revenue 
just can’t grow, after a while there’s only so much you can cut.”169

The city warned of dramatic cuts—including layoffs for hundreds of police officers and firefighters—actions that 
both state and local leadership agreed would make Milwaukee a more dangerous place to live and work and only 
compound the city’s problems.170 Rather than accept that outcome, state lawmakers and city leaders negotiated a 
compromise that came to be known as “Act 12.”171 State leaders finally increased local aid—not just for Milwaukee, 
but for all municipalities—and committed to future increases. They also allowed Milwaukee to levy a sales tax. In 
exchange, the law dedicated much of the new revenue to state legislators’ priorities: pensions and public safety. 
Plus, Milwaukee’s employees would transition from the city’s pension plan to the state’s fully funded system.172

As flawed as Milwaukee’s revenue system was, the pandemic showed it did have an upside: Revenue was not 
at risk of shrinking if the economy contracted, just as it did not grow if the economy expanded. Even changes in 

Rows of houses line a residential Milwaukee neighborhood near the city’s North Side, close to downtown. Housing affordability, limited 
traffic congestion, and short commute times are factors cited by local leaders for Milwaukee’s resilience. Peeterv/Getty Images
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property values—such as office buildings losing value—mattered little for property tax collections. If property 
values fell, the rates could rise to compensate, as long as the city abided by the state-imposed levy limits.173

Furthermore, the city and its central business district weathered the pandemic reasonably well. Office vacancies 
rose, but major employers also continued to relocate downtown. Restaurants and retailers in the neighborhood 
generally survived.174 And, while other places were dealing with serious homelessness challenges that impeded 
their efforts to revitalize downtown, Milwaukee County was observing some of the lowest rates of unsheltered 
homelessness (people not living in emergency shelter or transitional housing) in the country.175

Local leaders cite several factors for the city’s resilience. For one, the cost of housing is a fraction of what 
residents in many other major American cities face.176 These low housing costs have created less incentive 
for workers to move out of the city either before or after the pandemic. The downtown residential population 
has continued to grow—up 21% since 2010.177 As a result, foot traffic in downtown Milwaukee held up better 
than in many other cities, to the benefit of neighborhood businesses.178 Housing affordability also helped limit 
homelessness, along with implementation of a “housing first” strategy that prioritized getting roofs over people’s 
heads while providing necessary services.179

Additionally, Milwaukee has modest traffic congestion and notably short commutes, which meant returning to the 
office was less of a burden than elsewhere. Median commute times in the region are about 23 minutes.180 “In the 
Milwaukee region, even if you live in the suburbs, you’re only finding yourself in a 25-, 30-minute commute at the 
most,” Dale Kooyenga, the president and CEO of the Metropolitan Milwaukee Association of Commerce, told Pew. 
“You’re never in the car for two hours every day, five days a week. It’s one of the benefits of living and working here.”181

Downtown Milwaukee viewed from Lake Michigan; the city did not experience significant effects from remote work. While office 
vacancies rose, major employers continued to relocate to downtown, and the area’s residential population has grown 21% since 2010. 
Despite this, Milwaukee has experienced six decades of population loss and chronic budget deficits. FierceAbin/Getty Images
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None of this means that Milwaukee is doing well, exactly. Instead, the city continues to face all of the usual 
problems of a former manufacturing powerhouse in a largely post-industrial economy. Despite downtown’s 
gains, Milwaukee as a whole has lost population for six consecutive decades and, according to Census Bureau 
estimates, has continued to lose population since 2020.182 The city has a poverty rate more than twice the 
national average and below-average incomes.183 In a place that regularly ranks as one of the most racially 
segregated in the country, Milwaukee’s problems simply show up much more starkly in its majority-Black 
neighborhoods than its downtown and office buildings.184

These underlying weaknesses help explain why, despite the reprieve provided by Act 12, Milwaukee continues to 
face a structural budget deficit.185 The decision to mandate that much of the new sales tax revenue go to pensions 
and enhanced public safety also has tempered the benefits for the city’s general budget.186 For those reasons, 
some leaders predict that the city and state will need to further refine their critical fiscal relationship. “Within the 
next 10 years if not sooner, there’s going to need to be corrective action taken at the state level to avoid what I 
think would be quite severe budget cuts,” Milwaukee Comptroller Bill Christianson told Pew.187

Conclusion
Despite the rise of remote work, city tax revenues have proved surprisingly resilient in the post-pandemic period, 
and few, if any, major American cities have entered an urban doom loop. Cities’ top-line resilience, however, 
belies the significant and ongoing effects of remote work. Office vacancy rates are lingering at or near record 
levels. The value of office buildings has declined substantially. And many downtowns still lack the foot traffic and 
economic vibrancy they enjoyed pre-pandemic. 

Unless cities succeed in addressing these challenges, they are unlikely to be able to avoid damage to their 
finances indefinitely—although the magnitude of the threat remains uncertain, in part because many cities have 
not produced long-term analyses to assess it.

City leaders—even ones who downplay the risk of a full-fledged doom loop scenario—are seeking to adapt. 
Atlanta, Boston, Dallas, Denver, and Milwaukee—like their counterparts across the country—are eagerly 
pursuing office conversions to simultaneously return underutilized buildings to productive uses and to address 
serious housing shortages. Furthermore, the focus on conversions is just one piece of broader efforts to 
transform downtowns from 9-to-5 commuter destinations to diversified neighborhoods that welcome residents 
and visitors.

The best reason for optimism is that cities have adapted before. In earlier generations, many cities overcame the 
loss of factories or downtown retailers such as flagship department stores, one-time pillars of their economies. 
There is no reason to think cities cannot likewise overcome a decline in demand for office space.

The biggest reason for concern is that the success or failure of cities’ efforts is not entirely in their own hands. 
Instead, how easily cities adapt will hinge on the condition of the national and global economies and decisions 
made in Washington, D.C., and state capitals, which help determine the strength of city budgets and whether 
local governments have the financial resources and flexibility to perform a successful economic pivot. To date, 
city fiscal and economic health has not become a top priority for state and federal leaders.

Even apart from remote work, cities are entering a new period of fiscal stress. They may need help from state and 
national leaders to thrive. 
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