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It is the position of the International Warehouse Logistics Association, on behalf of its 
members located in Pennsylvania, that the warehouse tax as proposed in the PA 
governor's budget will not yield the anticipated amount of taxes, and it will, in fact, be 
very harmful to a vital segment of the supply chain and logistics industry in 
Pennsylvania. 
 
The governor's budget estimates $153 million in revenue from a proposed tax on 
commercial storage and warehousing. At a 6% rate, that would mean a tax on $2.6 
billion of commercial storage revenue. The entire U.S. warehousing industry drives only 
$31.9 billion worth of revenue. It is doubtful that the state of Pennsylvania would have 
more than $800 million of storage revenue. The $2.6 billion number probably comes 
from government statistics that include the industry codes for receiving merchandise, 
storing merchandise, shipping merchandise, kitting, and light assembly processes. The 
estimate does not pertain just to storage revenue and it is grossly overstated. 
 
Past studies and experiences of other states can shed light on the nature of commercial 
storage. Other states that enacted warehouse taxes repealed them because they 
generate less tax revenue, not more. The reason for this is the nature of the commercial 
storage business. The commercial storage business relies on customers signing 1 to 5 
year contracts to receive, store, and ship their goods. Those customers will not accept a 
6% increase in order to do business in the state of Pennsylvania.  The commercial 
storage warehouses have no language in their contracts to recover the 6% tax from 
their customers. Those customers, upon facing such an increase, will move their 
storage business to the lowest cost option, likely outside the state of Pennsylvania.  
 
When you look at a map of primary locations of these businesses, it is easy to see that 
they could easily move across state lines to operate a lower-cost business. Many of 
them, because Pennsylvania has proposed the tax before, have already established 
warehouse businesses in neighboring states and would move their customers to those 
locations versus incurring additional expense. They would have no choice in doing this, 



as they would need to be able to fulfill those customer contracts in order to maintain 
their businesses. 
 
Most, if not all, warehouse businesses operate through leased buildings and leased 
equipment; and the leases are only to the length of the largest, longest contract that 
they have. Most of those contracts are 1 to 5 years in length. These warehouse 
companies will move their businesses as soon as practical so as not to continue to incur 
expenses that either lower or wipe out any margins they have from their warehousing 
services. 
 
A 2007 Michigan State University study showed that when the state of Michigan 
proposed a warehouse tax, there would be a resulting 33% labor loss over just a few 
years in the warehouse industry. Because the warehouse business also has cyclical 
business, like e-fulfillment around the holidays, warehouse operators often triple their 
workforce with temporary workers. That revenue will also be gone. Most of the 
warehouse businesses operate between a 4% and 6% margin, and if you added a 6% 
tax expense and the contracts do not allow for that expense to be passed on to the 
customer, those businesses will fail. Therefore, you are faced with no profits to tax 
and/or no businesses to tax. 
 
A KPMG study shows that most states have abandoned commercial storage taxes. 
Why? The taxes translate to an actual loss of tax revenue, a loss of economic activity, a 
loss of population, and a loss of income/sales taxes. The enactment of the warehouse 
tax means these businesses move. 
 
The communities in which this occurs often end up with large warehouse buildings that 
are not leasable for long periods of time, creating real estate taxation issues and tax 
issues for schools, communities, etc. This reality adds to the economic blight that we 
see in some communities. 
 
A tax on warehouse businesses is not a good idea. Those businesses will just move 

because they can, or the family-owned businesses that do own real estate become 

noncompetitive and they eventually go out of business. Because of that, the envisioned 

tax revenues never materialize. Your state will then have to deal with the negative 

effects of what over taxation does to businesses and the population of Pennsylvania. 

 
 
 


