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  What Did We Get For Our Money? 

 
As the General Assembly returns from recess, one of the most important issues it will 
take up is the Governor's ambitious economic development agenda.  Proponents will no 
doubt create a sense of urgency and push for a quick approval.  But given the history of 
economic development programs being long on promises but short on results, it is high 
time that the legislature questions the feasibility, effectiveness, and likely impact of this 
latest plan.   

 
That's because for all the dollars committed to economic development in Pennsylvania, 
the purported benefits seem elusive, if not non-existent. A new Allegheny Institute report 
takes a critical look at this spending. The Commonwealth's total spending on economic 
development skyrocketed by 337 percent from 1993 to 2002, outpacing all other 
expenditure categories.  At the same time, however, economic indicators such as 
population growth, personal income growth, and new business establishments lagged 
behind national averages.  Most disturbing, however, is that researchers have been unable 
to determine whether these programs are producing the projected benefits.  In an earlier 
study, the Institute found that government directed and funded development had failed 
miserably in producing the desired results. 
 
The state has various programs at its disposal to try to direct growth. One of the programs 
covered in the report is the Redevelopment Assistance Capital Budget--the same budget 
the Governor is seeking to use to advance his goals of growth in the near term.  The 
purposes of this budget are twofold: first, to stimulate economic development and second, 
to curtail blight.  These are well-intentioned ends, no doubt.  But the track record shows 
that many of the projects in the Pittsburgh region funded under this budget have turned 
out to be loss leaders that, nevertheless, had high hopes and promises hitched to them. 
 
Data was obtained from the state's Budget Office.  In all, $388.8 million was extended to 
the Pittsburgh metro area from 1992 to 2002.  Measured by county, Allegheny County 
received the lion's share of this total ($330 million). The remainder was divided among 
the other six counties from a high of $19 million (Westmoreland) to a low of $3.9 million 
(Armstrong).   
 
Of that $388.8 million, $165 million was devoted to funding professional and amateur 
sports.  Included in this allocation was $150 million for a new baseball park and football 
stadium on the North Shore.  Those with long memories will remember the economic 
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benefits touted by stadium proponents as they tried to secure funding for construction.  
Now that the construction jobs are gone, economic activity has progressed at a snail's 
pace. Prior to this massive allocation, $13.5 million went to Three Rivers Stadium, 
another development that was long on promises but short on results. We also note that the 
large capital allocation ($150 million) to the new convention center--a vital part of Plan 
B--came from a capital budget known as the Public Facilities Budget, and was over and 
above the Redevelopment Assistance appropriations.  
 
Another $105 million was authorized for cultural attractions, museums, and libraries.  
While questionable grants in their own right, these allocations are particularly frustrating 
in Allegheny County (which received $90 million of the $105 million allocation) because 
of the existence of the Regional Asset District (RAD) which authorized the creation of an 
additional one percent sales tax to fund cultural attractions like the ones that received 
capital money from the state.  Warnings were made when the RAD was created that the 
availability of public money would encourage organizations to concentrate on lobbying 
for dollars instead of making their operations more efficient and less reliant on public 
funding.  Those predictions have been proven correct.  
 
Lastly, while public officials bemoan the insufficient supply of industrial land, parks, and 
"ready to go" space for prospective companies, it is not for a lack of Redevelopment 
Assistance funding. Over the ten-year period, more than $100 million was allocated to 
infrastructure and site development.  Several of these projects received additional state 
and/or local funding incentives along with the money from the capital budget. 
 
At the outset of the piece, it was noted that the Governor plans to escalate funding under 
this budget.  In anticipation of that increase, regional leaders crafted a "wish list" of $267 
million in projects.  Should the funding be approved, taxpayers will be financing upscale 
housing, retail establishments, a convention center hotel, a downtown museum, and other 
projects that, like their predecessors, have produced minimal spin-off impacts and no 
improvement in tax collections.   
 
We suggest that the proponents to answer two basic questions:  

• If state funded economic development initiatives have been effective in 
stimulating growth, why would they need even more funding now?  

• If economic development programs are not succeeding, why should they receive a 
large infusion of additional money? 
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