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State Development Spending Not Paying Off 

 
Over the past four years, the Commonwealth has poured about $600 million a year into 
its attempt to grow jobs in Pennsylvania.  Not surprisingly the growth in state 
employment shows no evidence of being positively affected by all the money that has 
been lavished on companies and programs to create employment. 
 
Overall, private sector jobs in Pennsylvania are growing at about half the national rate 
and at a third or fourth the rate being posted in many states.  About half the payroll job 
gains in the Commonwealth are in the Health and Education sectors. Nationally, those 
sectors account for about a fourth of total private jobs. Meanwhile, construction, finance 
and leisure and hospitality jobs nationwide have far outpaced gains in those sectors in 
Pennsylvania. Moreover, manufacturing employment in the Commonwealth has shrunk 
at twice the national pace.   
 
Then too, it is far more likely the case that Pennsylvania�s lackluster job gains are being 
driven by national economic forces and policies rather than by the subsidies ladled out by 
the state, particularly the extended period of low interest rates and the federal tax cuts that 
were fully implemented in 2003. The state does no meaningful follow up to measure in 
detail the long term impact of all the grants it makes and has no meaningful penalties for 
failure to deliver promised job increases. These shortcomings are clear evidence of the 
doubts officials have about the efficacy of the subsidies they so generously hand out.    
 
Granted, there are some pockets of job growth in Pennsylvania�mostly in the eastern 
third of the state.  However, there is no indication that significant growth in those 
communities is in direct response to handouts as opposed to entrepreneurs and businesses 
simply responding to market forces.  In the rest of the state, the hundreds of millions of 
dollars doled out are not producing net new job gains.  
 
For example, in the seven county Pittsburgh region private sector employment has risen a 
paltry 9,000 jobs or 0.9 percent over the last four years while the nation�s private job 
count climbed by nearly seven percent. What�s more, all of the region�s slender job 
increase is due to solid gains in health care, a sector heavily driven by government 
policies and spending.  Most telling of all, however, is the fact that the Pittsburgh 
region�s employment count in May of this year remained 15,000 below the May 2001 
level.   
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In light of the disrepair state roads and bridges have fallen into, the couple of billions of 
dollars used for �economic stimulus� would have been far better spent fixing 
transportation infrastructure.  According to the Governor�s task force on transportation, it 
will require about $900 million a year in additional funding over the next several years to 
bring road and bridge conditions to acceptable status. If the ineffective �stimulus� 
spending had been used for roads and bridges, two or three years of repairs could already 
be finished or underway. With roads ranked as some of the worst in the country, 
Pennsylvania would have been better served by using the billions to improve its roads.  
 
Economic development funding that all too often simply helps companies relocate within 
the same county or that hands out hundreds of thousands of dollars per promised new job 
is unproductive and extremely wasteful. Those employees will certainly never generate 
enough additional tax revenue to cover the debt service on the subsidies.  
 
And further demonstrating the failure of Pennsylvania�s �economic stimulus� program, 
Forbes Magazine just published its ranking of the states as places to do business. Their 
ranking used six factors, one of which they term �growth prospects.� On growth 
prospects, Pennsylvania ranks a very anemic 46th. Obviously, this low ranking has come 
about despite many years of extraordinarily high spending levels on �economic stimulus� 
in the Commonwealth.   
 
Without question it is well past the time the state should have adopted another approach 
to foster economic growth. We suggest the Governor and General Assembly take a look 
at states that are doing well such as Virginia, North Carolina, and Idaho with their right to 
work laws and Colorado with its tax and spend limitations on all levels of government.  
These policies represent major advantages in terms of economic freedom, the ultimate 
source of new business expansion and economic growth.    
 
Continuing on the path the state has been following is a fool�s errand. It does not work 
and it has no chance of working.  Superior approaches are available. These approaches 
have been well researched and documented to produce better results. Unfortunately, 
politics and powerful special interests stand in the way of adopting growth promoting 
policies.  Common sense ought to tell us not to sacrifice the long term economic well-
being of the state to appease those who unconscionably benefit from the current set of 
damaging and unproductive policies.   
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