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oworking has experienced exponential growth and established a
global identity in the short period of a single decade. While the terms
“coworking: and “shared work space” existed prior to the market
collapse in 2008, their presence as an asset class and worldwide
network had not developed fully. Philadelphia has seen firsthand the rapid
expansion of coworking spaces with companies like WeWork and Benjamin’s
Desk (1776) opening multiple locations with thousands of square feet in the
space of a few years. These and other coworking companies continue to see
growth with some seeking to expand into more suburban areas once a CBD
flagship has been established. With growing membership and a need to be near
members, either directly or through transit, where else in Philadelphia should
these companies consider investing?
As coworking demand increases, Philadelphia is also experiencing an increase in
inventory of vacant historic sacred places– currently at thirty-nine buildings,
equaling approximately 500,000 square feet.1
This paper will first define coworking and the coworker, give statistics on
coworking growth, identify key real estate needs, and finally propose historic
sacred places as an alternative for coworking expansion.
COWORKING DEFINED
WeWork has a valuation of $20 billion2, Blackstone purchased Office Group,
valued at £500 million, and Brookfield and Onex are looking at a deal to purchase
IWG PLC with a market cap of £2.48 billion3. Why such an interest in coworking?
How has Philadelphia been impacted by this phenomenon?
To get a firsthand look at these questions, I ventured unannounced into
coworking spaces in downtown Philadelphia. My expectation was an open plan
layout, contemporary design, a variety of work spaces, and hipsters sipping
coffee at a large table with Apple paraphernalia omnipresent. While this
expectation had some accuracies, I was not prepared for the community
dynamics: a place of age, gender, race, and income diversity. I was kindly
welcomed at the front counter, offered coffee or water, and given a tour of the
“neighborhood.” Some members were public, some private. A few with larger
companies and some working as freelancers.
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Image 1. Coworking
space, Philadelphia.
(Source: Daniel
Wright, 2018)

Coworking has been explained as “a specific way of organizing people around
work that, by its own nature, facilitates collaboration, characterized by the colocation of economic actors, leading in come cases to the emergence of a highlycollaborative community.”4 Some even look at the concept as a “social economy
solution to an information coordination problem.”5
Overall, coworking seems to be a refined version of a paradigm shift in the
workplace that has been occurring for several years. The ultimate driver of these
spaces is the desire for individuals to connect. The Global Coworking Survey
reported results in Figure 1, ultimately reflecting this desire.

Figure 1. Reasons
for Coworking
Source:
Deskmag, 2016 Global
Coworking Survey

By creating an infrastructure for connection, coworking companies have
provided healthier environments where individuals report increased happiness
and productivity.6
Around 67% of members are under the age of forty, while 28% are under the age
of twenty-nine.7 These ages indicate that this young group is engaging in a
culture that will provide foundational perception of the workplace moving
forward. This will shape their expectation for the work environment as their
careers develop.
© 2018 The Philadelphia Real Estate Council
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“The convergence
of funding, postrecession
expansion,
millennial
maturation, and
technological
advancements over
the last decade has
established
coworking as a
legitimate asset
class.”

Historically, coworking space has been composed of freelancers and
entrepreneurs. However this is changing as corporations such as IBM begin to
lease from shared office spaces such as WeWork.8 This trend is likely to continue.
As reported by curbed.com, WeWork believes the majority of large companies
will have shared office space by 2020.9 Curbed quotes Josh Emig, WeWork’s Head
of Research, as saying:
“Larger companies are trying to flatten hierarchies, pay more attention to teams,
and function like innovative startups. Companies are coming to us asking ‘how
can we tap into this phenomenon.’”

The growth of corporate leases helps lower risk, improve financing, and increase
returns. It is yet to be seen how this impacts the culture of coworking or if
corporate leases evaporate in a recession.
COWORKING GROWTH

Figure 2.
Coworking Worldwide
Source:
Deskmag, 2017 Global
Coworking Survey
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The convergence of funding, post-recession expansion, millennial maturation,
and technological advancements over the last decade has established coworking
as a legitimate asset class.10 Companies such as WeWork, Regus, and MakeOffice
have given substance to the subsector; thousands of other entities have made the
class ubiquitous worldwide. Figure 2 illustrates the growth of coworking on a
global scale.
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Figure 3.
Philadelphia
Coworking Space
(SF)
Source:
Cushman & Wakefield YE2016, State
of City Center 2017,
Curbed Philadelphia

Philadelphia has experienced similar growth. In 2016, WeWork leased 113,170
square feet. Benjamin’s Desk leased 24,221 square feet and The Yard leased
about 24,000 square feet.11 This growth has continued with an additional
527,000 square feet of coworking space reported in the Philadelphia CBD at endof-year 2017.12 This is an exponential increase from the 370,589 square feet
reported in April 2017 and the meter 50,00 square feet in 2013.13 Curbed
Philadelphia has identified coworking as number
three for things to watch for in Philadelphia real
estate in 2018, noting flexible leases and unique
amenities as key factors.14

There are over 31 coworking companies in
Philadelphia, with at least 38 spaces and more
scheduled to come online in 2018. The three largest
companies are WeWork with four locations,
Benjamin’s Desk with five locations, and Make
Offices with one Center City location. Most of the
growth from these three companies, as well as
others, has occurred in the last three years. These
various locations are depicted on the map.
COWORKING REAL ESTATE NEEDS
To help define the real estate needs of coworking companies, I conducted
interviews with Chris Cooley, coworking consultant and Founder of Cowork
University, and Jerre Riggs, Director of Real Estate at Benjamin’s Desk (1776).
The following list is a summary of their key points.




Image 2. Map of
Coworking Locations
in Philadelphia
Source:
Cushman & Wakefield,
Google Maps, Coworking
company websites

Understand who the members are (or will be) and where they come from
Plan spaces to be different to fit the needs of various members
Locate spaces which are close to: residential areas, transit, coffee shops, bars
© 2018 The Philadelphia Real Estate Council
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“41% of members
are getting to work
by bike or walking.
This means that a
nearby residential
component is
especially important
in order to attract
potential coworking
members.”






and restaurants
Minimize reworking the real estate space
Seek opportunities to expand into the suburbs with easy transit back to CBD
Ensure the building has access to natural light and acoustics match the
planned activities
Program for a variety of working spaces in an open, flexible space. These
include hot desks, dedicated desks, and closed office spaces.

Figure 5. Mode of
Transportation
Source:
Deskmag, 2016 Global
Coworking Survey

It is significant to note from Figure 5 that nearly half of coworkers arrive by a
means other than a car. This could be due to the demographic or location or both.
Either way, 41% of members are getting to work by bike or walking. This means
that a nearby residential component is especially important in order to attract
potential coworking members.

COWORKING SUMMARY
This paper has described the immense growth in the coworking space
accommodating a continually increasing demand. It has identified key aspects for
identification of potential sites and buildings for these spaces. With a need to
locate near amenities, housing, and transit, and to utilize a building with space
that can accommodate a variety of office types, this paper will next address a
building type which may provide supply opportunities for this expanding
demand.
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HISTORIC SACRED PLACES
The average size of church congregations is shrinking, impacting the ability for
churches to maintain their buildings. There has been a general decline in
religiosity as well as denominational shifts from traditional protestant
denominations to non-denominational, evangelical churches.15 Many of these non
-denominational churches address a variety of community needs and play the
role of community anchor in the suburban fringes attracting congregants from
urban areas where churches tend to be more traditional.

Figure 6. Uses
for Repurposed
Historic Sacred
Places
Source:
Partners for Sacred
Places

Image 3. Map of
Adaptive Reuse
and Vacant Historic Sacred
Places
This adjustment from urban church attendance has led many churches to sell
their buildings due to insufficient funding. A report by the Pew Charitable Trusts
identified 10% of the 839 historic places in Philadelphia as being occupied by a
use other than religious.16 Figure 6
illustrates these uses.

Source:
Partners for Sacred
Places

While the examples of adaptive reuse
show some success in utilizing these
unique and challenging structures, there
are currently 39 historic sacred places
that are vacant– this equates to
approximately 500,000SF. If a feasible
use is not found for these buildings,
there will likely be demolished– the fate
of 23 historic sacred places between the
years of 2011 and 2015.17
The locations of the buildings with
adaptive reuse and those that are vacant
are shown on the map in Image 3.

Adaptive
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Are there significant differences between the buildings that are occupied and
those that are vacant? Table 1 is a comparison of various characteristics of both
types of buildings and the site. Values are highlighted where there is a clear
difference between occupied and vacant buildings. The information comes from
data supplied by Partners for Sacred Places and demographic information from
ESRI that is within a quarter mile of each of the historic sacred places.
As one would expect, the occupied buildings have a higher market value and are
located in the Central Business District. Having a tower on a historic sacred
building appears to indicate an issue with nearly half of the vacant buildings

Table 1. Comparison of Adaptive Reuse and Vacant
Buildings
Source:
Partners for Sacred Places,
ESRI ArcGIS

Median Values
Number of Historic Sacred Places
Market Value
Dominant Location
Age
Years from Last Sale
Site Area (Square Feet)
Building Condition Score
Tower Above
Parking
Statistics from 1/4 Mile Radius
Population
Household Income
Total Households
Household Size
Median Age
Owner-occupied Housing
Vacant Housing
Household w/ Graduate Degree
Total Businesses
Diversity Index
Employment

Adaptive Reuse
86
1,243,800
CBD
117
18
12,600
0.15
26%
42%

Vacant
39
637,900
None
112
13
10,000
0.32
41%
26%

4,299
39,381
1,679
2.28
34
815
222
253
105
45
1,871

5,048
40,556
1,636
2.54
33
805
142
167
89
62
1,823

15%
5%
13%
17%
1%
42%
33%
16%

13%
10%
13%
13%
0%
51%
49%
3%
Life Modes
12,13

Building Layout
Asymmetrical
Basilica
Cruciform
Hall
Row
Stacked Rectangle
Building Part of Complex
National Register
Dominant Tapestry
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Life Modes 3,8
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having towers and only a quarter of the occupied buildings have one. This is
interesting because both occupied and vacant buildings have similar percentages
of types of building layouts, so the tower potentially plays a role.
Parking is a key driver for the ability of a building to maintain occupancy. It is
relevant for any asset class and plays a role in the municipal approval process.
The challenge many historic sacred places face in receiving approval for another
use are local community activist groups. Often, the argument comes down to lack
of parking or increased traffic.
A recent example of this is the redevelopment proposal for St. Laurentius Church
in Philadelphia, in which community groups have fought the re-zone and
redevelopment of the property as multifamily units with lack of parking as a key
argument.18 This is not unusual. The author had a conversation with an owner of
Ennis Nehez who redeveloped a historic sacred place into a shared office space.
Community opposition was a key issue in redeveloping the property– parking
being at the heart of the concern.
Half of the vacant buildings are part of a complex, compared to a third of the
occupied buildings listed. This may be due to the fact that the sacred places in
complexes are often much larger than stand-alone buildings. Additionally, it
could be due to the fact that it is easier to lease a single building. Just 3%, of the
vacant buildings are on the National Register of Historic Places. This may be
indicative of the neighborhood’s or owner’s attitude toward the building.
Regardless, it reflects some element that may give context for the vacancy of the
place.

“The challenge
many historic
sacred places face
in receiving
approval for
another use are
local community
activist groups.
Often, the
argument comes
down to lack of
parking or
increased traffic.”

The dominant tapestries, as defined by ESRI, are helpful in defining the
demographics surrounding these buildings. They give general traits of

Adaptive Reuse

Vacant

Life Mode 3: Uptown Individuals

Life Mode 12: Home Town

Young, hard-working, well-educated
Single, averse to marriage and home
ownership
 Like city life
 Environmentally conscious
 Internet dependent



Single householders; stay close
to home
 Close-knit urban communities
of young singles (many with children)
 Owners of old, single-family
houses, or renters in small multiunit buildings
 Religion is often the cornerstone
 Thrifty
 Nearby jobs
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Table 2. Dominant
Tapestry Segments
Source:
ESRI
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Adaptive Reuse

Table 2. Dominant
Tapestry Segments
continued
Source:
ESRI

Vacant

Life Mode 8: Middle Ground

Life Mode 13: Next Wave

Millennials in the middle: single/
married, renters/homeowners, middle
class/working class
 Urban market mix of single-family,
townhome, and multi-unit dwellings
 Well-educated
 Online all the time: use the Internet for
entertainment
 Leisure includes night life (clubbing,
movies), going to the beach, some travel
and hiking





Young, diverse, hard-working
families
 Multigenerational families with
children are typical
 Long commutes to jobs, often
utilizing public transit to commute
to work
 High spending, focus on children and personal appearance
 Top market for movie-goers
and fast food

individuals within a quarter mile radius and provide some insight into potential
uses suitable to the area. These are defined in Table 2.

The buildings with adaptive reuse are generally located in areas with millennials,
singles, and well-educated, technologically-savvy individuals. The vacant
buildings are located in diverse neighborhoods, with hard-working, lower class
multi-generational families.
Financial Considerations for Adaptive Reuse of Historic Sacred Places
It is important for coworking spaces to create a unique identity, often with a local
flavor reflected in the tenant base. Historic sacred places can provide instant
brand recognition with their timeless architecture and features. Rehabbing these
buildings can be much more than a preservation mission; it can be an important
value creator that leads to higher profits, To get to the profits requires an
understanding of the costs associated with adaptive reuse as comparted to new
construction. The book Rehabbed, Retired, Reborn compares construction
elements for rehabilitation of an old building versus new construction (Simons, et
al, 2017). Costs that are generally lower for rhab are site prep, foundation,
building shell, windows, doors, and elevator installation. Costs generally lower
for new construction include acquisition and demolition.
As with any real estate transaction, this highlights the importance of buying the
property at a low purchase price. Often the beneficiary is the second or third
purchaser of a historic building where significant renovation has occurred at the
expense of the previous owner’s profitability and the property sells at a discount.
It must be made clear, though it should be obvious, that historic sacred places are
not created equal. Sacred buildings are all different in programming, size, and
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design. Every neighborhood varies. To “copy and paste” without accounting for
these considerations is a mistake. Likewise, coworking spaces must be tailored to
the specific building and site with a clear knowledge of the demographic needs of
the area.
Historic Tax Credit
Thanks to the Senate, the Historic Preservation Tax Credit was retained in the
2017 federal tax law, though with some modifications to timing and transition
which details are forthcoming. This incentive is a 20% income tax credit for the
rehabilitation of “certified structure,” with the new law stating this is to be taken
over a five-year period.19 The State of Pennsylvania allows for a maximum of
$500,000 of total tax credits per fiscal year to a qualified tax payer. 20

“In addition to
these locational
alignments,
coworking is
ideally suited to
optimize the space
of a historic sacred
place.”

THE COWORKING HISTORIC SACRED PLACE MATCH
Historic sacred places match well with coworking. These buildings often have
characteristics to meet the needs of coworking spaces such as access to transit,
close vicinity to amenities and housing, and consisting of a variety of interior
spaces. Of the thirteen church buildings currently listed on Loopnet, the average
walk score is 87 out of 100, the average transit score is 70 out of 100, and the
typical zoning is residential with adjacent commercial uses. In addition to these
locational alignments, coworking is ideally suited to optimize the space of a
historic sacred place. With minimal infrastructure, coworking utilizes private
desks that are extremely flexible and can be placed in open spaces that capture a
value premium in addition to private spaces and public areas.
Key Challenges of Coworking and Adaptive Reuse of Historic Sacred Places
Although this partnership is optimal for the needs of coworking real estate, there
are some key challenges one must address. These include the following:
Coworking


Historic Sacred Places

If the demographic does not support the coworking model, the
space will fail



Barriers to entry are increasing
with the established tenure of large
coworking companies going global



Designing a space to facilitate conversations between a variety of
people proves difficult



Deferred maintenance costs



Getting a project approved
within certain neighborhoods can be long and arduous and directly impact costs
as the building deteriorates



The programming of the
building may be challenging
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EXAMPLES

Examples of Adaptive Reuse in Historic Sacred Places in Philadelphia
While there are no current examples of coworking in a historic sacred place in
Philadelphia, there are some examples of adaptive reuse worth noting. Below are
three examples of office as adaptive reuse in Philadelphia.

Address
Current Uses
Year Built
Land Area
Bldg Area
Last Sale
Sale Price
2018 Value
2018 Value/SF
1/4 mile Radius
Avg. Income
Population
Households
Owner-occupied
Housing
Vacant Housing
Total Businesses
Employed
Tapestry
Number of Comps
Avg. Sale Price
Avg. Price/SF
Zoning
Adjacent Zoning
Distance to Rail
(miles)
Distance to Bus Stop

Nehez Valerie
3580 Indian Queen
Lane
Interior Design
1872
5,143
10,800
10/29/2008
$1
$1,701,900
$158

Corporate Facilities,
Inc

CWA Local 13000

2129 Chestnut Street
Furniture Design
1883
14,720
17,000
10/27/2005
$3,800,000
$3,939,700
$232

2124-2128 Race
Street
CWA AFL-CIO
1855
5,600
13,936
11/11/1986
$1,470,000
$2,647,800
$190

$77,738
6,237
3,260

$50,574
5,270
2,460

$111,210
4,979
3,007

1,594
180
527
4,474
8-Millenials in the
middle, mixed housing
1
$900,000
$56
CMX-1
RSA-5

1,246
244
113
2,791
3-Young, intelligent,
urban singles
15
$17,297,697
$151
CMX-4
CMX-4

1,847
231
437
3,139
3-Young, intelligent,
urban singles
9
$6,942,222
$325
RSA-5
RSA-5

0.24
0.2

0.06
0.06

0.3
0.06
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The Nehez Valerie building is a relevant case example.
It was sold because the church no longer had a
congregation to support the building. It was purchased
in 2008 after a couple of years of planning and
negotiations. A portion of the building was originally
intended to be residential but the 2008 market crash
eliminated residential financing. To fill the building,
the owners created a shared workspace, including yoga
and therapy studios in the seven-foot basement. The
biggest issue in getting approvals were neighborhood
activists concerned about the lack of parking. It has
thrived as a shared office space and currently has full
occupancy

Nehez Valerie
building
Source:
ESRI

A recent publication on the adaptive reuse of historic
religious and school buildings, outlines observations of
the likelihood of an office use in a historic religious or
school building. It details a research project directed
by Robert A. Simons, distinguished professor at Cleveland State University. The
project observed 220 religious properties across the United States with identifiable
use outcomes for 144 of the properties, 8.3% being office and 34% being multifamily residential. 21
The following are characteristics when office was more likely than apartments to be
the adaptive reuse.





When conversion occurred during years of lower interest rates
In the case of smaller buildings
Building located near highways, inner cities, and downtowns
Buildings in areas with lower vacancy rates

Coworking in Historic Sacred Places

Philadelphia doesn’t have any current examples where historic sacred places have
been renovated to be used as coworking spaces. There are, however, exampled in
similar cities. Below are three examples in Hamden, CT, Brooklyn, NY and Dallas, TX.
Example 1: Whitneyville Cultural Commons
Location: 1253 Whitney Ave, Hamden, CT 06517
Whitneyville combined several uses to be a successful model. Coworking combines
with social and cultural events to use the space the majority of the time while
allowing the church to continue to worship on Sunday. This was a community asset
that a husband and wife purchased to preserve community events while helping
profitability through coworking.

13
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Example 2: St. Lydia’s
304 Bond Street, Brooklyn, NY 11231
This is a historic building in Brooklyn that was
renovated to function as a church and coworking
space. Church includes a waffle worship service for
families.
Example 3: Mix The
9125 Diceman Drive, Dallas, Texas, TX 75218
This is a 1940’s church facility of 60,000SF where
14,000 SF is utilized for coworking space.
These three examples show the variety of options
available for both the historic space and the coworking use—rural to urban,
Connecticut to Texas, individual buildings to a complex.
St. Lydia’s in
Brooklyn, NY

NEXT STEPS
This paper has looked specifically at historic sacred buildings. Further research is
important to understand the larger picture for real estate investment where
coworking can provide an anchor for future development beyond just the building.
Often there are nearby assets also available for redevelopment that provide a
mutual benefit. Examples include outparcels and housing. The coworking
community is looking for urban spots that provide a tenant base in residential
property and amenities in commercial properties. Historic sacred places are often
located in areas to capture both benefits.

Source:
Stlydias.org

The challenges associated with the adaptive reuse of historic sacred place’s are not
unique to Philadelphia. There are thousands of these vacant buildings, not only in
the U.S. but internationally. Coworking has proven to be a scalable model and can
be, in fact it is has proven to be, adapted to thousands of communities worldwide.
Combining historic sacred places and coworking should be explored in other
communities as both demand and supply continue to grow.
For real estate investment, valuation of coworking space should be further
explored. This includes defining its asset class and determining the most
appropriate way to account for cash flows (historical versus expected).
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CONCLUSION
The match of coworking and historic sacred places is an opportunity worth
exploring in Philadelphia. Coworking has established itself as a model for
workspace moving forward. Historic sacred place’s are uniquely designed to
capture a portion of this opportunity. Understanding how to use these buildings
and capture a community anchor, will both benefit Philadelphia neighborhoods
while providing an investment return.
Research has identified several benefits associated with adaptive reuse:
employment, city center revitalization, heritage tourism, property values, small
business incubation, smart growth, and recycling costs. 22 In addition to these
community benefits, adaptive reuse of an historic sacred place can provide direct
real estate investment value. Redevelopment of an historic sacred place can
provide a value capture not only in the building but also in surrounding properties.
Investment in an historic sacred place can provide a catalyst to redevelopment in
an inimitable way. They are recognizable, distinguishable, brandable, in key
locations, historically significant, and composed of unique multi-purpose spaces.

“Applying the
marriage of this
supply and
demand can yield
profitable results
and be a boom to
community and
economic
development.”

There are thirty-nine vacant HSP’s in Philadelphia. There is an explosion of
demand for coworking space to accommodate the working desires of an evergrowing demographic. This paper has studied the potential for this match.
Applying the marriage of this supply and demand can yield profitable results and
be a boom to community and economic development.
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Questions or comments?
Please contact the author,
or PREC’s Associate Director of Communications, Tatiana Swedek, at tswedek@precouncil.org
This article is intended for informational purposes only. Neither PREC nor the author guarantee the
accuracy or completeness of any information contained herein. None of this work is intended as a
professional recommendation, and both the Philadelphia Real Estate Council and the white paper’s author
disclaim any responsibility for any business decisions or losses resulting from information herein.
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