
COST ADVANTAGE  
The reason outside tech companies, who are primarily from 
Silicon Valley, are expanding their Chicago offices is clear. The 
lower cost of tech labor, combined with the lower cost of 
office space, translates into substantially lower costs overall. 

The table below illustrates how substantial these saving can 
be. A company that employs 1,000 tech workers in Chicago 
at an average salary of $102,566 would pay an estimated 
$102,566,000 in labor costs. Assuming 150 square foot of 
office space per employee, a 150,000 square foot Class 
A office in Chicago, at the average annual gross rent of 
$42.50 per square foot, would cost $6,375,000 per year. 
The combined labor and office costs in Chicago could be 
estimated to be $109 million. That same office in San Jose, 

Tech companies are becoming an increasingly important 
part of the Chicago office market. In the past five years, 
Chicago's Central Business District (CBD) has seen 5.5 
million square feet of large new office leases signed by 
tech companies, comprising approximately 24 percent of 
the square footage leased from all new large leases. 

That leasing activity is now growing exponentially due to 
coastal tech firms establishing or expanding their Chicago 
presence. In 2018 alone, Chicago saw 1,208,308 square 
feet of large new leases from outside tech companies 
including 500,000 square feet from SalesForce, 263,000 
square feet from Facebook, and 132,000 square feet from 
Google (in addition to their existing 448,224 square foot 
Chicago office). 
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SUMMARY OF TECH LABOR AND OFFICE SPACE COSTS BY CITY

Sources: Metro area average tech wage data from CompTIA. City average gross rent per square foot data from CoStar.

CITY
AVG TECH 
WAGE

AVG CLASS A 
GROSS RENT/SF

TOTAL LABOR COST   
1,000 EMPLOYEES

TOTAL OFFICE COST 
150,000 SF

TOTAL  
COMBINED COST

Chicago $102,566 $42.50 $102,566,000 $6,375,000 $108,941,000

Houston $106,109 $33.44 $106,109,000 $5,016,000 $111,125,000

Denver $112,778 $34.61 $112,778,000 $5,191,500 $117,969,500

Dallas $113,602 $31.21 $113,602,000 $4,681,500 $118,283,500

Portland $115,636 $34.31 $115,636,000 $5,146,500 $120,782,500

Austin $114,791 $43.73 $114,791,000 $6,559,500 $121,350,500

Los Angeles $119,271 $46.52 $119,271,000 $6,978,000 $126,249,000

San Diego $123,030 $40.12 $123,030,000 $6,018,000 $129,048,000

Washington DC $123,762 $56.15 $123,762,000 $8,422,500 $132,184,500

New York City $131,766 $75.80 $131,766,000 $11,370,000 $143,136,000

Boston $141,746 $58.55 $141,746,000 $8,782,500 $150,528,500

Seattle $153,214 $46.07 $153,214,000 $6,910,500 $160,124,500

San Francisco $179,623 $72.21 $179,623,000 $10,831,500 $190,454,500

San Jose $232,989 $52.15 $232,989,000 $7,822,500 $240,811,500

DEVELOPING TRENDS IN THE CHICAGO OFFICE MARKET

MARKET BEAT



CITY
TOTAL 
METRO AREA 
EMPLOYMENT

NET TECH 
METRO AREA 
EMPLOYMENT

% TECH 
EMPLOYMENT

New York City 9,410,374 664,800 7.1%

Los Angeles 5,828,947 501,900 8.6%

Washington DC 3,036,759 427,900 14.1%

San Francisco 2,217,488 375,700 16.9%

San Jose 949,475 365,600 38.5%

Boston 2,787,161 358,000 12.8%

Dallas 3,228,241 349,639 10.8%

Chicago 4,801,782 341,600 7.1%

Seattle 1,790,741 285,800 16.0%

Atlanta 2,648,938 261,084 9.9%

Houston 2,967,925 233,000 7.9%

Philadelphia 2,931,688 225,199 7.7%

Minneapolis 2,115,913 196,151 9.3%

Denver 1,465,393 173,900 11.9%

San Diego 1,470,145 167,900 11.4%

Austin 937,393 150,900 16.1%

Miami 3,734,510 148,489 4.0%

Portland 1,095,693 134,200 12.2%

SUMMARY OF TECH EMPLOYMENT VS TOTAL 
EMPLOYMENT BY CITY

California would pay an average salary of $232,989 and 
an average gross annual rent per square foot of $52.15 for 
an estimated combined total cost of $241 million annually 
- $132 million more than Chicago. "That is, opening a tech 
office in Chicago costs 55 percent less than opening a 
comparable office in San Jose. The estimated costs are 
lower in Chicago than almost any other market that has 
a significant tech presence, including Denver and Austin," 
says Andrew Davidson, EVP of Corporate Services. 

SIZE MATTERS
Lower costs are obviously not the only factor. It would 
certainly be even less expensive to open an office in 
Muskogee, Oklahoma. However, the key to Chicago's 
advantage is that it is a comparatively affordable city 
that also offers an abundance of tech talent. As the third 
largest US city, Chicago's population dwarfs most other 
cities that are vying for status as the next tech mecca. 
Austin may feel like a more tech-oriented town since a 
higher proportion of its workers are tech employees, but 
the actual pool of tech talent in Chicago is twice as large. 
The same is true for Denver.

The Chicago metro area's 7.1 percent of workers employed 
in tech may be nowhere near San Jose’s 38.5 percent, but 
the overall size of Chicago’s population compared to San 
Jose’s tips the scale back in its favor. 

There have been many attempts to rank US cities by 
tech talent and predict which city is the next "silicon" 

destination. Inevitably, these ranking systems sell Chicago 
short because they use percentage of the workforce 
employed in tech as a primary indicator. But Chicago’s 
large and diverse economy should be seen as a strength, 
not a weakness. Chicago is home to more than 400 major 
corporate headquarters, including 36 in the Fortune 500, 
which makes it an ideal location for collaboration and the 
development of business-to-business tech innovation.

VENTURE CAPITAL
Forbes recently profiled Chicago as a venture capitalist 
hotbed, with a multitude of companies that fund not only 
local tech startups but national “unicorns” (companies 
valued over $1 billion) as well. However, many point out 
that we lag too far behind the coastal cities when it comes 
to venture capital investments into Chicago companies. 

The total amount of venture capital invested in Chicago 
area companies between 2010 and 2017 was $10.6 billion, 
less than a tenth of what San Francisco had, and a fifth 
of New York or San Jose's investments. The good news 
is that Chicago's 2017 total $2 billion in venture capital 
investments represented a 60 percent increase over the 
year before, the largest increase seen among the top 
metro areas. Additionally, Pitchbook ranked Chicago as the 
number one city for venture capital returns from 2013 to 
2018, meaning Chicago investment had the highest median 
ratio of exit value to the amount of capital raised. 
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“Opening a tech office in Chicago 
costs 55 percent less than opening 
a comparable office in San Jose.”  

- Andrew Davidson, MBRE

Source: ESRI for total employment, CompTIA for net tech employment.

SUMMARY OF TECH EMPLOYMENT VS TOTAL 
EMPLOYMENT BY CITY

Source: Pitchbook

METRO AREA
TOTAL VC 
INVESTMENT  
2010 TO 2017

TOTAL VC 
INVESTMENT  
2017

2017 VC 
INVESTMENT  
Y/Y CHANGE

San Francisco $144,300,000,000 $26,600,000,000 -1%

New York $54,500,000,000 $12,600,000,000 37%

San Jose $52,800,000,000 $8,500,000,000 32%

Boston $45,000,000,000 $9,000,000,000 36%

Los Angeles $29,300,000,000 $4,900,000,000 -13%

San Diego $12,600,000,000 $1,900,000,000 0%

Seattle $11,600,000,000 $1,700,000,000 6%

Chicago $10,600,000,000 $2,000,000,000 60%

Washington DC $9,600,000,000 $1,500,000,000 29%

Austin $8,000,000,000 $1,100,000,000 21%

Dallas $5,400,000,000 $528,000,000 -22%

Denver $4,700,000,000 $855,000,000 27%

Houston $2,800,000,000 $238,000,000 -34%



TECH'S EFFECT ON THE OFFICE MARKET
While tech is an important and growing segment of Chicago's 
office market, it is not the only industry contributing to the 
city’s economy. Tech companies currently in the market 
for office space in Chicago comprise the largest sector 
of demand, approximately 14.3 percent. However, the 
legal sector is close behind at 14.1 percent, the business 
services sector has 13.5 percent, and the finance and 
insurance sector has 11.2 percent.  

Though Chicago's economy is not entirely dependent on 
the tech industry, the enormous leases signed last year by 
tech behemoths have a huge impact on the office market. 
One advantage of large tech companies coming in from the 
coasts is that they can help the office market grow without 
cannibalizing the existing market. These big players are 
more willing to pay rents high enough to support new 
construction, because Chicago's highest rents still seem 
like a bargain compared to their hometowns. 

While many people expected Chicago's tech companies to 
flock from River North to Fulton Market after Google moved 
to 1000 W Fulton, it's been mostly Silicon Valley companies 
like Glassdoor and ServiceNow that have been willing and 
able to pay rents in this high-priced neighborhood, which has 
spurred the recent development boom in the area. What’s 
more, coastal migration increases Chicago’s reputation as a 
tech-leader and will help to grow and retain talent. 

THE FUTURE OF TECH IN CHICAGO
The influx of coastal tech companies will add to Chicago's  
tech's center of gravity and increase its speed of growth. 
According to Scott Kitun, CEO of Technori, "What made 
Silicon Valley was that the smartest people flocked to it. 
We can’t build Chicago's ecosystem solely from within.  We 
need to play up our economic advantages compared to 
other cities. That’s how you build diversity and scale a 
city!!" 

Chicago Tech vs Outside tech

Tech vs non tech
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Chicago's business leaders take the tech sector seriously. 
A new initiative from Penny Pritzker and Chris Gladwin 
aims to move Chicago from a solid second-tier tech city to 
a first-tier major player.  The ambitious effort, dubbed P33, 
short for Plan for 2033, brought together over 150 Chicago 
business leaders to examine the strengths and challenges 
of Chicago’s tech ecosystem. This initiative aims to build a 
road map for Chicago’s tech future by focusing on talent 
and education, capital and finance, business, community 
and culture, government and infrastructure, and messaging 
and communications. 

Chicago's tech industry is much stronger than it is 
generally given credit for. The city is currently home to at 
least seven unicorn companies, including Tempus, Grubhub, 
Mu Sigma, Raise and Uptake. The overall population of tech 
talent is high in the region and venture capital investments 
are increasing rapidly and have a strong track record 
of success. That being said, there is significant room 
for growth and further opportunity. In the coming years, 
coastal companies will likely continue to flock to Chicago 
and local companies will continue to start up, proliferate, 
and stake their presence on the national stage. The future 
is bright for tech companies in Chicago.

“What made Silicon Valley was that 
the smartest people flocked to it. 
We can’t build Chicago's ecosystem 
solely from within.”  

- Scott Kitun, Technori
Technori is Chicago’s leading startup platform.
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FOR ADDITIONAL INFORMATION, PLEASE CONTACT:
ANDREW J. DAVIDSON | EVP/MANAGING DIRECTOR OF CORPORATE SERVICES

312.558.3888 OR ADAVIDSON@MBRES.COM


