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Subsidizing Retail Fails As A Job Producer 
 
The seven county region known as the Pittsburgh metro area continues to exhibit very 
anemic job gains, adding only 8,000 workers (an 0.8 percent increase) to private sector 
payrolls over the last 24 months.  Moreover, the region�s employment remains 14,000 
below the August 2001 level.  In comparison, the nation has added 4 million payroll jobs 
(a near 4 percent rise) over the last 24 months and is well above the August 2001 
employment count.  
 
Much of the overall weakness in the Pittsburgh metro area stems from the further slide in 
goods producing jobs, especially in manufacturing.  And, while the construction industry 
has been fairly robust in recent years, it has not hired enough workers to come close to 
offsetting the manufacturing losses. What�s worse, construction jobs have been declining 
of late. The only true bright spot in the region�s employment picture is the health services 
sector where 12,000 jobs have been added over the last four years, a very respectable 8 
percent rise. Beyond health services, there are no sectors providing significant gains at 
present or creating cause for optimism about future growth.  
 
Retailing is a particularly glaring sector of feeble job gains.  Employment in retail has 
nudged slightly above its 2001 level but remains below the peak set in August 2000.  
This is very remarkable in light of the hundreds of millions of dollars that has been spent 
building retail facilities in recent years, many of the larger ones with hefty taxpayer 
subsidies.  The slow job gains confirm what the RAD tax collections in Allegheny 
County have been telling us; namely, that retail sales have, at best, been barely creeping 
upwards.  With little improvement in sales, it is not surprising to learn that retail job gains 
are also lackluster. 
 
There are two important lessons to be gathered from this data. First, the pouring of 
gigantic sums of taxpayer subsidies into retail in the form of:  tax abatements, Tax 
Increment Financing, grants such as a Bass Pro Shops recently received from the state, 
Pittsburgh�s loans and grants for the Lazarus store and the Southside Works, have and 
will do nothing for overall economic growth and can in fact be detrimental to the tax 
base.  
 
By creating subsidized competition for existing retailers and diverting tax revenue from 
the taxing bodies the use of Tax Increment Financing is doubly harmful. If the new 
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development creates a demand for county, school or municipal services, but is providing 
little or no property taxes, the additional financial burden will fall on other taxpayers. 
Secondly, the subsidized competition generated by the new, glitzy malls and stores takes 
sales away from the existing, non-subsidized, taxpaying businesses and properties, which, 
in turn, eventually drives some out of business altogether with an accompanying loss of 
jobs.  
 
In addition to the jobs impact, the structures housing the affected retailers will decline in 
value and pay less in property taxes. As a result, for the duration of the TIF bonds-- 
usually 20 years-- the taxing bodies could actually be harming themselves depending on 
the location of the retailers that are negatively affected by the new, subsidized 
development.   
 
It is nothing short of startling to realize that with the all the new retail outlets at the 
Waterfront, Robinson Mall, North Pointe, big stores in Cranberry, Mars and Washington, 
the Southside Works, along with dozens of new smaller venues throughout the region, 
retail employment is no higher than it was four years ago and only slightly above its 2003 
low point.   
 
The fact that economic development officials and elected officials continue to pursue 
retail as part of an economic growth strategy must be viewed as one of the great mistakes 
of our time.  The end result is to make developers wealthier with little to show for 
taxpayers.  Moreover, it reveals a devastating truth. Productive development projects that 
bring in firms with high value added jobs are fiendishly hard to attract in light of the 
business climate in the region and Pennsylvania generally.  So, the state and region go 
after gambling, retail and other low value added job producers because that�s about all 
they can get.  The sad irony is that the costs to taxpayers of these developments are so 
high that the benefits are almost never large enough to warrant the government�s 
involvement. 
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