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 A Critical Mess 
 

The announcement that Lord and Taylor's Downtown Pittsburgh location is among the 32 
stores the May Company is closing is not good news for a variety of groups. The store's 
employees will have to begin job-hunting in what remains a soft economy.  
Preservationist groups feel that the destruction of the historic interior of the structure--an 
action they opposed at the outset--was all for naught.  The involvement of the Urban 
Redevelopment Authority in the development through a loan of $11.75 million raises 
concerns about the quality of planning in the City.  
 
A quote from the time of the store's opening in October 2000 now provides, ironically, a 
conclusion to the store's short life.  To wit: "[Lord and Taylor] may offer the best 
opportunity yet to test the theories on revitalizing Downtown retail".  The test has been 
taken.  How will policymakers react to the results?   
 
We doubt that we will see any admission of fault on the part of the planners or a 
realization that additional large-scale retail will have a difficult time competing with 
other locations. Given the propensity for policymakers and bureaucrats to "do something" 
in the name of Downtown progress, it is likely that they will mobilize already limited 
resources as soon as the next probable development opportunity presents itself.  That 
being said, there are some lessons that can be taken from the Lord and Taylor episode:   
 
First, don't try to pick economic winners.  In the last decade City government has 
continuously ramped up the level of assistance to targeted companies in the name of 
achieving desired economic outcomes.  But there is a wide gulf between good intentions 
and actual results.  Witness any of the multitude of urban renewal and redevelopment 
plans hatched by the City or its related agencies over the past fifty years. More often than 
not, such actions work only to create subsidized competition with established businesses, 
which threatens the long-term viability of the City's economy.   
 
Not surprisingly, one of the unintended consequences of the City's use of tax incentives 
to attract retail is that other communities are now following suit. The list of new 
developments in the County that have received favorable tax treatment is long and 
growing.  Most of these developments offer amenities that cannot be matched by 
Downtown's shopping district: free parking, an enclosed environment, convenience, etc.   
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Second, don't focus on retail.  Trying to redevelop Downtown by attracting low-wage 
jobs with no multiplier effect on the local economy is a dead-end strategy. Real and 
sustainable economic growth depends on value-added activity, which in turn spurs 
residential and income growth, which then attracts retail and entertainment enterprises.  
Unfortunately, the City has turned this proven formula on its head, and has tried to use 
retail as its primary driver.  A much better strategy would be to capitalize on the City's 
advantages in finance, law, education, culture, and corporate headquarters.   
 
Third, don't expect a retail operation to succeed near a similar retailer that has been 
subsidized and failed.  After throwing money at a new Lazarus store as a way to anchor a 
revitalized retail district in Downtown, only to see that store under-perform, one would 
think that the economic development community would take a different tack.  But they 
simply went for more of the same: another department store, up the street from the 
subsidized Lazarus, and across the street from Kaufmann's, another May store.  They 
were searching for a "critical mass": economic development's brass ring of "a mix of 
stores, restaurants, and entertainment" that would entice a variety of income groups to 
Downtown. Instead, they threw good money after bad.  
 
Even more egregious was the fact that the repayment of the loan to the store was 
dependent on Lord and Taylor exceeding sales of $259 per-square foot of retail space, 
even though the chain's national average sale figure per-square foot fell from $232 to 
$222 from 1998 to 1999.   
 
In short, the City's planners and redevelopers need to scuttle their heavy-handed approach 
and adopt a market-driven strategy.   
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