
 
 
February 22, 2017  
 
Hon. Patrick M. Browne                  Hon. Vincent J. Hughes.                 Hon. Stan Saylor 
281 Main Capitol Building              545 Main Capitol Building              245 Main Capitol Building  
Senate Box 203016                           Senate Box 203007                          PO Box 202094  
Harrisburg, PA 17120                       Harrisburg, PA 17120                      Harrisburg, PA 17120  

 
Hon. Joseph F. Markosek               Hon. Jake Corman                           Hon. Jay Costa 
512E Main Capitol Building           350 Main Capitol Building              535 Main Capitol Building                                                          
PO Box 202025                                 Senate Box 203034                          Senate Box 203043 
Harrisburg, PA 17120                      Harrisburg, PA 17120                       Harrisburg, PA 17120 
 
Hon. Dave Reed                                Hon. Frank Dermody                            
110 Main Capitol Building              423 Main Capitol Building                                                                                                                    
PO Box 202062                                 PO Box 202033                                
Harrisburg, PA 17120                      Harrisburg, PA 17120                      
 
Dear Legislators:  
 
The purpose of this letter is to express our deep concern over the Administration’s 2017-2018 budget proposal, which 
includes a provision to remove the sales and use tax exemption for warehousing and commercial storage services 
domiciled in Pennsylvania. Our concern is that this tax will disadvantage warehouse-based third party logistics (3PL) 
providers located in Pennsylvania. Customers that use 3PL warehouses in Pennsylvania will now have an incentive to 
move their inventory to neighboring states. 
 
Because the third party warehouse industry is interstate in nature, the proposed tax exemption removal on warehouse 
services will hurt Pennsylvania businesses. Customers that use our warehouses in your state are either moving product 
into or out of Pennsylvania and therefore can utilize 3PL warehouses anywhere along the supply chain, including 
neighboring states. In this economy, our customers will not tolerate a 6% increase to do business in Pennsylvania when 
they can simply go across the border to Maryland, Ohio, New York or New Jersey and easily utilize the services of a 
competitor warehouse not subject to this tax.  A 2013 study commissioned by IWLA and conducted by KPMG found that 
only Hawaii, Mississippi, New Mexico, South Dakota, and West Virginia impose sales and use tax on general warehousing 
and storage. 
 
Additionally, I draw your attention to a study done by Michigan State University in November 2007, a study that 
investigated the economic impact on jobs in Michigan should Michigan impose a state sales tax on warehousing. The 
research demonstrated that a sales or service tax on warehousing would result in a loss of several thousand warehouse- 
and transportation-related jobs and a net loss of millions of dollars in tax revenues to the state. Michigan repealed this tax 
prior to its imposition and the probable loss of jobs was the key reason for this repeal.  
 
A 6% increase in transport and storage costs in and out of Pennsylvania is bad for jobs and bad for tax collections. The 
evidence from a very credible state Class I Research University demonstrates the flight of jobs and taxes. Warehouse firms 
and their customers will sharply reduce Pennsylvania operations and the Pennsylvania citizen will be worse off. 
Additionally, we know from our industry sources that the Administration’s estimates of $153.6 million in annual revenue 
generated by this proposal are overstated and therefore distort any proper cost/benefit analysis.   
 
We welcome the opportunity to meet with you or your staff to further discuss programs that can increase job and wealth 
creation in Pennsylvania. The goal should be more jobs and more taxpayers and not more taxes that drive jobs and 
commerce away from Pennsylvania.  
 
Sincerely,  

 
Steve DeHaan 
President & CEO 

 


