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Economic Obsolescence

Economic obsolescence occurs as a result of outside factors that impact a company’s ability to survive, compete, 

and thrive in the marketplace. 

Economic forces and environmental changes that affect the supply and demand relationship between a company 

and the marketplace cause this type of obsolescence.  As such, this form of obsolescence has captured the 

attention of larger companies around the globe. 

Some of these rapid and dramatic outside factors include the economic downturn and its impact on companies’ 

ability to finance capital investments.  In addition, the rise of e-commerce has caused big-box retailers to realize 

less return on their brick and mortar assets and encounter reduced profit margins.  Finally, political reforms 

relative to healthcare and financial institutions have impacted pricing and operating costs for many companies.
	
	

Calculating the valuation of these assets is highly complex. As a result, assessors overlook additional obsolescence 

– often due to a lack of resources, and not having full clarity on the full spectrum of issues that may affect an asset’s 

value.  Economic obsolescence may be very subtle and difficult to recognize without a full examination of many 

elements of the financial metrics of a company. For example, revenues may be increasing, yet profit margins and 

net income are declining due to factors such as higher competition, escalating costs of conducting business, and 

regulatory constraints.

In the next part of this series of articles, we will be showcasing examples of economic obsolescence and how third-

party consultants can help evaluate these complex issues to reduce overall personal property tax obligations. 

THE THREE FORMS OF OBSOLESCENCE AND PERSONAL PROPERTY TAX

ABOUT SC&H GROUP  SC&H Personal Property Tax is a practice within the State & Local Tax 

division of SC&H Group, an audit, tax, and consulting firm applying “expertise that works” to minimize risk 

and maximize value. SC&H Group’s practices advise leading companies from emerging businesses to the 

Fortune 500 on accounting, tax, profitability, and strategy solutions. Clients in all states and worldwide 

benefit from SC&H Group’s commitment to delivering powerful minds, passionate teams, and proven 

results on each and every engagement. Learn more at www.scandh.com.
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