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Pittsburgh Needs to Rethink Living Wage 
 
On May 22 of this year, City Council unanimously approved a living wage ordinance. It 
was then sent to Mayor Murphy.  Mayor Murphy argued that it would hinder the City’s 
economic development, and returned the bill unsigned.  As a result, the new measure is to 
become law on January 1, 2002.  City Council and the Mayor were assured that they 
would not be alone--Allegheny County Council would soon pass their own version of the 
law.   
 
This would have offered the City a measure of protection from development escaping the 
city to the surrounding suburbs.  With a County living wage, development and existing 
businesses, if they wanted to escape, would have been forced into surrounding counties.  
This may not have been a viable option in all cases forcing some to operate under new 
wage mandates.  However, something unforeseen took place--the County Council 
exercised better judgment and rejected its living wage proposal.  Now the City stands 
alone to face the ramifications of its decision.   
 
The Mayor, understanding this reality, quickly lobbied City Council to stall the 
implementation of the ordinance until the County passes a comparable law.  Murphy is 
quoted as saying that without the County version of the law, the city will be at a 
disadvantage and will be subjected to increased costs.  Council responded by extending 
"living wage" payments to most city part-time workers.  Councilman Jim Ferlo, while 
acknowledging that there will be problems with the ordinance, advocated that the 
Mayor’s request be denied and that any problems "should be worked out within the 
framework of the legislation already passed."  The problem, as the Mayor recognizes, is 
that once the horses are out of the barn, you can’t get them back in.   
 
Original estimates indicated that the City would have to pay an additional $250,000 in 
salary increases to some 250 city workers.  Adding part-time workers to the mix 
increases this figure to over $312,000.  For a city that is bleeding red ink and is relying on 
debt refinancing to cover its budget, "living wage" will be too big a horse to rein in.  If 
City Council were truly concerned about the welfare of its workers, while at the same 
time concerned with keeping costs to a minimum, it should figure out ways to assist these 
workers to get more skills, education, and training.  In short, give them the tools to 
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become more productive workers so that they can command higher wages in the 
marketplace. 
 
There has yet to be a thorough analysis of the impact of a "living wage" on firms that 
would be affected, both non-profit and profit, in the City.  No one knows the full cost of 
this legislation.  No one has estimated the administrative costs faced by the City and 
affected firms just to ensure compliance.  There have been no estimates of the increase in 
contract costs that will surely be passed back to the City and the taxpayers by city 
contractors.  The Pittsburgh Chamber of Commerce, which opposes the measure, 
estimates that cost to the Carnegie Museums could increase by more than $880,000 per 
year, while Community College of Allegheny County could see annual costs rise by more 
than $2 million.  It certainly will not stop here; there are more entities that have yet to 
chime in.  There are legitimate functions that taxpayers are entitled to expect from their 
government.  Their costs will increase under the current legislation.  How will these costs 
be accounted for--denying resources or increasing taxes?   
 
The old adage says, "Business goes where it is invited and stays where it is welcomed."  
The "living wage" sours the business climate.  It sends the signal that this Council is 
willing to interfere in the marketplace with wage mandates.  A recent Allegheny Institute 
report surveyed high-tech firms from Pittsburgh and elsewhere around the country and 
asked them to rate their local business climate.  The firms from Pittsburgh rated the 
business climate as average (not one rated it as "excellent" but one rated it as "poor").  
However, firms from Austin, Columbus, Denver, and Phoenix rated their areas as "above 
average" (3 rated their region’s business climate as "excellent" while none rated their 
region as "poor").  Of these four cities, only Denver has an active "living wage" 
ordinance.  Living wage legislation will further erode the city’s business climate and be a 
deterrent to firms seeking to locate within the city’s borders.   
 
Mayor Murphy and his economic development gurus understand how a living wage will 
put the City at a competitive disadvantage in their efforts to lure businesses and jobs to 
the City.  Forcing a redistribution of income through "living wage" legislation will not 
benefit the City’s economy. The only significant impact will be on the City budget and 
taxpayers.  
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