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Key Findings 
 
The Commonwealth of Pennsylvania and local governments in the southwestern portion of the 
state are devoting significant time, energy, and money to economic development initiatives.  
According to the rhetoric of advocates, such initiatives are supposed to create jobs, leverage 
further investment, and improve the status of the region in the business world.  Local newspapers 
tout the creation of jobs thanks to incentive packages, including grants, loans, and tax breaks, 
offered by our political leaders.  This report examines such incentives and their effects.  It finds 
that: 
 

• �Plan B� has failed to create jobs and prevent population loss, yet taxpayers have had to 
pay hundreds of millions of dollars more than was originally projected. 

 
• The ten other job creation programs evaluated in this study have also been failures of 

immense proportions, creating only 12% of the jobs they promised and costing an 
average of $46,000 per job. 

 
• Many companies with corporate headquarters in Pittsburgh choose to locate their 

manufacturing facilities in other regions. 
 

• Even profitable companies are soaking the public for every cent they can get, and our 
leaders are unwilling or unable to say �no� to them. 

 
• Pubic aid for an H. J. Heinz warehouse�an expansion which was part of a broader plan 

to streamline the company�looks to have eased the elimination of about 100 jobs and 
the transfer of control of Pittsburgh manufacturing facilities to a San Francisco-based Del 
Monte free from the influence of local politics. 

 
• Home Depot�s East Liberty store has created only a few jobs, and most of those are at the 

expense of other area retail jobs. 
 

• Our first priority must be to demand some measure of accountability, with an eye to 
actual results instead of the inflated projections and political grandstanding that 
characterize the process today. 

 
• Incentives are not free money; they come from the pockets of taxpayers and often come 

with strings attached.  High taxes and intrusive government, in the long run, make the 
state and the region less attractive to business. 
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Introduction 
 
The economic development industry in greater Pittsburgh has reached critical mass.  News that 
the Pittsburgh Regional Alliance plans a National Center for Defense Robotics at a cost of $1 
million per year generates virtually no public reaction. It is generally accepted that the mission of 
this region�s self-appointed economic development elites is to identify new opportunities to 
capture state and federal dollars and lavish them on spectacular new concepts. Underway is a 
massive and costly effort to �create� virtual industries, and with them, thousands of, so far, 
virtual jobs.  Defense Robotics is yet another �plan� to make Pittsburgh the center of yet another 
excellent adventure in something those involved have no business doing. 
 
The National Center for Defense Robotics joins the Digital Greenhouse and the Life Sciences 
Greenhouse as another monument (under perpetual construction) to the idea that with enough 
money, $600 million in the case of the Life Sciences Greenhouse alone, this region can do 
anything that is already being done successfully elsewhere.   And if somewhere between $3 
billion and $6 billion�the numbers are imprecise at present�can be found, we can do Maglev, 
something that only a few others are attempting to do.   
 
Pittsburgh and environs are in economic malaise. The malaise exists, not in spite of the fact that 
billions of tax dollars have been lavished upon us, but precisely because of the growing 
availability of government largess that has diminished the private sector and reduced the region�s 
corporate leadership to seeming public wards caught up in a burgeoning socialist experiment.  
Pennsylvania is running budget deficits largely because of the bankrupt idea that it is the 
responsibility of government to spend its way to prosperity. 
 
The Prime Example of an Economic Development Failure: �Plan B� 
 
The Sports and Exhibition Authority of Allegheny County reports the cost of "Plan B," the new 
stadiums for the Pirates and Steelers and a new Convention Center for everyone else, is closing 
in on $1 billion.  Originally, Pittsburgh�s splurge on professional sports and conferencing was to 
cost a little more than half that and promised to "create or retain over 20,000 jobs, more than 
20,000 residents and over $1 billion in personal income in the region." i 
 
Pittsburgh�s official Internet web site also contains the following information on the expected 
benefits of Plan B:  
 

One of the best parts of Plan B is that it allows us to bring state tax dollars back to our region. 
This measure is a matching grant program that will allow the investment of $500 million in 
important capital projects across Pennsylvania to leverage more than $1 billion in additional 
investments. Without it, this $1 billion would be lost. This investment will create a cascade of 
construction across Pennsylvania and will revitalize the economic and cultural infrastructure of 
our state. This economic activity will generate tax revenue that helps defray the cost of the 
public investment. In addition, federal funds have already been allocated for a state-of-the-art 
transit system around the stadium complexes that will revolutionize transportation on the 
North Side of our city.
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The idea that �returning state tax dollars� to this region is �one of the best parts� of Plan B 
smacks of the old canard that we�re ahead as long as the inflow of tax dollars to the region 
exceeds the outflow.  Labeling stadiums �important capital projects� is nonsense.  Roads, 
highways, sewer and water projects, and bridges are all important capital projects; stadiums are 
entertainment venues.  But a web of deceit was essential to making the whole package seem 
palatable; after all, how can anyone oppose �creating or retaining� 20,000 jobs?  Who would be 
in favor of �losing $1 billion in additional investments?�  As for the statement that �federal funds 
have already been allocated� for a �state of the art transit system,� that was patently false at the 
time and remains false today. 
 
In fact, the tab is $943 million and rising on the Pittsburgh portion of Plan B; $745 million, 79 
percent of the funds, has come from public sources: primarily state, local and federal 
governments.  Despite warnings from thoughtful individuals and supposedly ironclad contracts 
from the unions involved, the cost of Plan B has spiraled into a universe light years beyond the 
initial estimates.  The "cascade of construction" that would ripple across the state has all but 
ebbed to a trickle here, though stadium construction is ongoing in Philadelphia.  As for the 
20,000 jobs and 20,000 "residents" retained or created, the fact is that since PNC Park opened in 
April 2001, the region has lost just over 12,000 jobs according to the US Bureau of Labor 
Statistics. 
 
Job Creation: an Exercise in Futility 
 
Plan B is just the most spectacular publicly funded job and economic development project we�ve 
encountered. The table below provides a sampling of the "investment" of state and local tax 
dollars promised to stimulate economic and job growth, and the results thereof.  It is beginning to 
appear that publicly directed economic development is, at best, a poor investment of a state and 
region's wealth, and at worst, a waste of tax dollars. 
 

 
 
The widely disparate performance of the projects above, in terms of jobs promised versus jobs 
delivered, demonstrates the fickleness of such efforts.  For, despite the brilliance of economic 

Project Tax Dollars Project Jobs Net Change in $ Cost Percentage
Invested Inception Projected Jobs to Date Per job Achieved

Accelight Networks 1,400,000 2001 900 60 23,333 7 Percent
BroadStreet Communications 650,000 1999 325 0 650,000 0 Percent
CoManage Corporation 200,000 2001 200 28 7,143 14 Percent
FORE Systems - Marconi 6,000,000 2000 941 -50 6,000,000 Negative
H.J. Heinz 10,050,000 2001 400 100 10,500 25 Percent
Home Depot, East Liberty 5,000,000 1999 200 75 (50% full time) 66,666 38 Percent
Nova Chemicals 3,500,000 1999 365 340 10,294 93 Percent
Pennsak, Inc. 400,000 1999 16 16 25,000 100 Percent
Rockpointe Airpark 3,000,000 1999 4,000 180 16,666 5 Percent
United States Gypsum 13,000,000 1998 400 178 73,033 45 Percent

TOTALS 43,200,000 7,747 927 46,602 12 Percent
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planners, reality cannot be repealed and, in the real world, little turns out as planned.  Missed 
forecasts and projections are a given. But in a free market those who undertake economic risk 
also shoulder the responsibility for any errors in their judgment.  In the private sector this is 
normally so�except when allegedly private enterprises receive public subsidy.  Then, the major 
threat comes not from the fact that the promised jobs and economic impact won't materialize, nor 
even that, as in Plan B, the overblown economic expectations won't be met. The principal danger 
is that once taxpayer dollars are invested in the economic development scheme, the public is "on 
the hook" for the project forever.  
 
 
Pittsburgh�s Transformation Into a Virtual City 
 
By nearly every measure they set, regional planners have failed to achieve their goals.  Initially it 
was decided that 100,000 net new jobs would be created by the year 2000.  That did not occur.  
As each year passed, the goals changed, the next big idea was envisioned, and new priorities 
were set.  In the process, the economic development program was transformed from an effort 
designed to achieve limited, quantifiable and measurable outcomes to a project rife with 
concepts, ideas and philosophical paradigm shifts that remain as illusory as they are impossible 
to evaluate.  What�s more, the entire effort now seems underpinned by a mythological history of 
the region, at the core of which is the legend that our problems began in the 1980s, when we 
�lost our manufacturing base.�   
 
But the reality is that, while bad, the 1980s were hardly as bad as they are now portrayed.  Total 
non-farm employment in the Pittsburgh region stood at 844,300 in 1953.ii  It had bottomed at 
740,100 in 1961, a decline of some 104,200 jobs.  The next peak was achieved in 1979, when 
employment had reached 913,200 jobs in the region.  The next bottom, at 843,300 jobs, was in 
1986.  That represented a decline of 69,900 jobs, 33 percent less than the decline in employment 
between 1953 and 1961.  What�s more, total employment had reached 1,001,700 jobs by 1989, 
indicating the region had recovered nicely by the end of the terrible decade blamed for so much 
of our current malaise. 

 
What�s more, the reality concerning the decline of the region�s manufacturing employment 
differs considerably from prevailing wisdom.  Manufacturing employment peaked at 377,300 
jobs in June 1953.  By November 1976 it had declined to 213,600�a loss of 163,700 jobs.  By 
December 1989, manufacturing employment stood at 144,400.  The loss of 69,500 
manufacturing jobs between 1976 and 1989 pales by comparison to the devastation of 
manufacturing in this region over the prior three decades.  During this time, while some jobs 
were made obsolete by technological progress and other efficiency concerns, most were moved 
to other regions.  Job loss was less the result of the corporate giants of this region going out of 
business than it was a consequence of the shift of manufacturing to more desirable locations. 
 
Today, choose almost any regional manufacturing giant you like, from ALCOA to H.J. Heinz, 
and you find 97 percent of their employees work elsewhere.  It would seem that the majority of 
corporate leaders who participate vigorously alongside their government and academic 
colleagues in planning the future of the region have chosen not to make very much of anything 
locally, now or in the future.  How ironic is the news that Heinz will maintain its corporate 
headquarters here, but will trade all of its manufacturing and distribution workers to Del Monte, 
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a San Francisco based enterprise?  How much leverage can local governments have over a 
corporate headquarters several thousand miles removed?  
 
What is the cause of this virtual reality where corporations� headquarters�their supposed 
brains�are located one place while the vast majority of their employees toil elsewhere?  Most 
likely it is the recognition by corporate managers that government interference in key strategic 
decisions is minimized by such a practice.  After all, closing a plant is much more difficult when 
the firm�s headquarters are also there, and the CEO and senior management team cannot be 
insulated from the political heat applied by those �stakeholders� who would like to reverse their 
decision. 
 
Witness the outrage expressed locally when the May Company decided to eliminate 1,200 jobs 
in Pittsburgh.  It was precipitated largely by the misconception that the City had �lavished� 
millions of dollars on the May Company�s Kaufmann�s subsidiary, and therefore had earned the 
right to �better treatment.� iii  In other words, by �investing� tax dollars in Kaufmann�s, 
Pittsburgh had bought those jobs.  Any company considering opening a Pittsburgh operation 
would be foolish not to take note of the reaction to the May Company�s decision.  People believe 
that local and state governments, by providing incentives and subsidies to favored enterprises, 
have earned a voice in their strategic policies.  If locating in a region hampers future decisions 
and cedes control to the public at large, of course companies are going to be dissuaded from 
moving in in the first place.  And those few who do decide to take such a risk can mitigate the 
impact of public outrage by keeping their manufacturing and their corporate centers separate.  
 
Practicality enters into the picture as well.  Manufacturing no longer makes sense in most of 
America�s major metropolitan centers primarily because the costs imposed by local governments 
through taxes and regulations have made it too expensive and inefficient.  This is not just limited 
to business taxes, as raising taxes on the general public will, in turn, cause the cost of labor to 
climb.  Virtually all costs associated with production increase as a result of regulation and 
taxation.  Smart private enterprises have discovered that there is no lack of places where citizens 
and governments are content merely with the employment provided by businesses small and 
large and where interference and the resulting inefficiencies and nonproductive costs can be 
minimized.  With modern communications and information technologies, these enterprises have 
little reason not to find such locations.  Hence, the growing number of �virtual corporate cities� 
like Pittsburgh makes perfect strategic sense so long as government interference in private 
enterprise continues to escalate. 
 
Sliding Toward a Command Economy 
 
It appears that governments have gone from �tinkering� with the economy to engaging in a 
permanent effort to engineer the economy.  And these efforts show no sign that they are or can 
be held to any standards of evaluation.  What�s more, they are distorting outcomes.  In 
Pennsylvania there are literally dozens of programs available by which tax dollars in one form or 
another are spent to affect economic results.  From loans to direct grants, to the establishment of 
�seed funds� and now the wholesale investment of billions of tax dollars in �industry creation,� 
the level of public funds brought to bear on economic development is beginning to have 
pernicious effects.  Tax dollars are used to reduce the economic risk of only certain enterprises, 
while other business entities must survive, while competing without such assistance.  And, 
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should the subsidized enterprise encounter difficulty, whatever the reason, the government or 
governments invested in it do not hesitate to protect that investment.  The practical effect of 
public sector involvement in economic development is to provide heavily subsidized capital to 
enterprises that either do not need it, or are not worthy of it.  These failing businesses then gain 
an advantage over healthier competitors, who are often themselves forced either out of business 
or into the arms of the benevolent bureaucrats who created the problem in the first place.  
Ultimately, in such a system, only those willing to dance on the government�s strings can hope to 
remain viable. 
 
Those who find the above to be overblown or alarmist are invited to explain why Pennsylvania�s 
taxpayers subsidize companies such as H.J. Heinz, and Harley Davidson Motorcycles 
($9,425,000), or the retailers Target ($6,100,000) and Wal-Mart ($5,950,000), since these 
companies are quite profitable.  Pennsylvania�s taxpayers, unbeknownst to most, invested $4.8 
million in Applied Card Systems, $2 million in Verizon Wireless, and $3.8 million in Synygy in 
2001.iv  Almost every transaction by every business, be it an expansion, a relocation, or a buy-
out, is facilitated by some measure of public funding.  And this intervention, and subsequent 
control, becomes more pervasive every year; companies come to expect state and local grants 
and loans for every project.  Businesses often receive substantial taxpayer funding just to remain 
as they are, as the mere threat of a layoff calls regional economic developers to arms.  The 
Commonwealth, with an estimated $1 billion budget deficit, continues to lavish subsidies on 
corporate welfare recipients in the name of �job creation,� even though few of the promised jobs 
are being �created.�  The extent of government intervention and control is so great as to make 
overstating the dangers all but impossible. 
 
Since 1994, there has been an extraordinary effort on the part of academicians, planners, 
corporate leaders, and local governments to engineer the Pittsburgh region�s future, 
economically and socially.  To say it has not worked is to state what is obvious to all but those 
who remain doggedly engaged in the effort.  The conclusion is inescapable that, rather than 
making the climate for entrepreneurial endeavor in a state or region more attractive, government 
largess, government assistance, and government economic planning and control make it less so.  
There is simply no other way to explain the economic languor of this region.  
 
Two Examples: Heinz and Home Depot 
 
The H. J. Heinz case is an enlightening example of the failure and counter-productivity of 
government �job creation�.  Most are familiar with the crisis that erupted when local government 
inserted itself in Heinz�s decision to �expand� its North Side facility.  From a recalcitrant 
Pittsburgh Wool Company to an aggressive suitor from Steubenville Ohio, the forces conspired 
to once again panic the City of Pittsburgh�s political leadership.  Spinning a good yarn that 
�1,300 jobs are at stake,� Pittsburgh mayor Tom Murphy convinced the state and local 
governments to underwrite the warehouse portion of Heinz�s $40 million expansion�all part of 
a corporate restructuring designed to streamline and downsize Heinz.  A spokesman admitted in 
1999 the new warehouse would produce no more than 20 jobs, if that, and the 150 to 200 �new 
jobs� touted by state and local government, but not the company, primarily represented transfers 
from operations outside the region that were consolidated into the new facility.  With the 
acquisition of Del Monte, it seems clear that Heinz�s plans were not for growth in Pittsburgh, but 
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the opposite.  It now appears that, rather than �saving 1,300 jobs,� the taxpayer-assisted 
restructuring may have resulted in the elimination of as many as 100 jobs.v 
 
The Home Depot in East Liberty, a purported success, is yet another damning piece of evidence.  
The store was supposed to reinvigorate the once-vibrant community, spur further economic 
development, and create 200 jobs.  It was to be a panacea for all the ills afflicting East Liberty.  
Reality is that Home Depot was lured to East Liberty; it was bribed to locate there for purely 
political reasons.  Claims made concerning the economic and social impact of the new Home 
Depot were ludicrous and absurd on their face.  Vastly inflated job claims were made to provide 
cover for the fact that the deal was political from start to finish.  The founding CEO of Home 
Depot was taken to East Liberty and, apparently, presented with an offer he couldn�t refuse.  The 
combination of political correctness�locating a Home Depot in a �disadvantaged� 
neighborhood�and delivery of the scarcest of all commodities in Pittsburgh, free parking, (plus 
a new mini police department right on the site) made it a sweet deal indeed.   
 
Today, only about 40 people are employed full-time at the store.  Retail ventures never really 
create jobs; they only take business from other retailers.  This can be seen in the Home Depot 
case by the loss of five jobs at a local plumbing supply company that could not compete with the 
�big box� retailer.  Never mind the fact that the continued growth in the area, to the extent it has 
materialized, has done so only with a reworking of Penn Circle and other public expenditures.  
All the subsidies really did was create and prop up one business�at the expense of others.  Such 
picking of winners and losers is often justified as progress of some sort.  Instead it should be 
recognized as symptomatic of a larger problem in the region�the encroachment on the free 
market by government funded and controlled economic development.  Mayor Murphy provided 
an explanation for the need of public subsidy to make that project and others work:  �The fact of 
the matter is that we did not have developers in this region willing to step forward,� Murphy was 
quoted in news reports as saying at the time. �Our view was that if we just sat back and did 
nothing, it would only get worse, and we needed to reverse the trend [of economic decline].�  
That has pretty much been the driving philosophy behind public economic development as well 
as its principal justification: �We�ve got to do something.�vi 
 
Priority Number One: Accountability 
 
Perhaps the most fundamental problem with the whole economic development community is that 
nobody seems to know or care whether or not the Mayor�s �something� actually achieves its 
stated goals.  Nobody loses any sleep over Pittsburgh Wool or Keystone Plumbing in East 
Liberty.  Nobody seems to mind that the promised jobs, even in the success stories, never quite 
reach expectations.  No one even seems to notice that the development spurred by this first 
investment only happens with further taxpayer assistance.  There is virtually no pressure put on 
the politicians that give the funds or the business that receive them to make good on their 
promises.  Instead, all the parties are treated to a free ride.  Businesses get the capital necessary 
to engage in a move so risky that no private firm will lend them the money necessary (No 
enterprise can generate a quicker and more lavish funding response from government than one 
that is either threatening to leave or in danger of failing.).  The politicians and other economic 
developers climb all over each other to claim credit when the new jobs are announced.  And 
years later, if the business fails to meet expectations, it either quietly goes away, or it spurs still 
more government funding and political credit for �job retention.�   
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It is time taxpayers demanded more accountability from elected and self-appointed, publicly 
funded, economic developers in this region and throughout the state of Pennsylvania.  Citizens 
can no longer accept the announcement of a certain number of new jobs as proof that such jobs 
will ever materialize�as has been show, often they do not.  The people of Pittsburgh must stop 
being so blinded by their desperation for good economic news that they miss these projects for 
what they are.  And what they are is corporate welfare, a drain on the economy, and a gift to all 
the parties involved on the backs of the public as a whole. 
  
Conclusions 
 
There is clearly something wrong with a situation where local and state governments may be 
providing as much as $46,000 in subsidies for each new job �created.� vii  At this level of subsidy 
per job, the �return� to taxpayers is nil.  This is plainly unsustainable on its face.  And, in many 
cases, the �investment� is open ended, as tax incentives and subsidies can continue for decades, 
no matter what the results of the development project.  As was mentioned previously, it is 
becoming clear that most of the recipients of the largesse are either unworthy of it�they are 
incapable of delivering on their promises because they are either inept or failing�or, like H.J. 
Heinz, don�t need to be subsidized in the first place.  Thus, these public subsidies provide a real 
fuel for the continuing downward spiral of the economy in this region.   
 
In order to halt the economic freefall, it would be more productive to determine exactly why we 
are now convinced that employers must be bribed to remain in this region, as well as the rest of 
the state of Pennsylvania.  Is it because the cost of doing business here is so high as to require 
financial assistance?  If so, those costs must be identified and reduced.  We suspect the answers 
are obvious, but implementing the solutions may gore a number of sacred cows. 
 
It is important to recall the old adage that there is no �free lunch.�  Someone is paying for those 
subsidies�namely the taxpayers, who are having their earnings transferred away from them.  
The result is that we are all made less wealthy, and in the process, rather than becoming more 
competitive and attractive, the region is diminished on both counts.  This fact may explain why, 
despite all the efforts, greater Pittsburgh continues to lose population to places where those 
departing believe there is a reduced likelihood that they will have the arm put on them daily by a 
government intent on spending its way to prosperity.   
                                                
i Data on �Plan B� from the Official Internet Web Sites of the Allegheny County Sports and Exhibition Authority 
and the City of Pittsburgh. 
ii Employment Statistics can be found at: http://www.bls.gov/eag/home.htm.  
iii For a more detailed treatment of the City of Pittsburgh�s reaction to the news of the impending layoffs at 
Kaufmann�s see Allegheny Institute Policy Brief Volume 2 Number 26 available at our website: 
http://www.alleghenyinstitute.org.  
iv From the Governors Action Team Report on Top Projects in 2001 
v At the time of the approval of the taxpayer subsidy for the new Heinz warehouse, jobs at the facility stood at 1,300, 
according to published reports.  In the announcement of the transfer of the facility to Del Monte, the job total was 
reported at 1,200.  Various news articles on the streamlining and consolidation of disparate operations at the North 
Side facility repeatedly made mention of  �jobs lost in the shuffle.� 
vi From �Pittsburgh In Crisis� a special report by the Pittsburgh Tribune Review, which may be found at 
http://www.pittsburghlive.com/x/tribune-review/specialreports/pghincrisis/mayor.html.  
vii From the table in the report: $47,790,000 in public funding divided by 1,077 jobs �created� yields a cost per job 
of $44,373.26 
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Sources For the Table on Page 4 

 
 
The following web sites were used to create the table: 

 

http://www.inventpa.com/docs/TopProjects1998.pdf 

http://www.inventpa.com/docs/TopProjects1999.pdf 

http://www.inventpa.com/docs/TopProjects2000.pdf 

http://www.inventpa.com/docs/TopProjects2001.pdf 

 

http://pittsburgh.bizjournals.com/pittsburgh/stories/2002/02/25/focus1.html 

http://www.rock-port.com/page20.htm 

http://www.business-journal.com/Latebreak_stories/Late_Pennsak.html 

http://www.thepittsburghchannel.com/News/754229/index.html 

 

The following articles were used to create the table: 

 

Tribune Review, 3/22/99, article by Ashley Gerwig 

Post-Gazette, 11/3/01, article by Stephanie Franken 

Tribune Review, 4/26/02, article by Michael Yeomans 

Tribune Review, 4/27/00, article by Rick Teaff 

Post-Gazette, 7/9/99, article by Tom Barnes 

Tribune Review, 3/13/98, article by Michael Coleman 

Tribune Review, Business Briefs 3/17/98 

Tribune Review, 4/8/98, article by C.M. Mortimer 

Post-Gazette, 6/14/02, article by Dan Fitzpatrick 

 

We also derived information from conversations and correspondence with: 

 

John Mandel, Manager of Corporate Communications at United States Gypsum, David 

McMaster, Esq., Vice President and General Counsel of Rock Airport, Home Depot of East 

Liberty, and Accelight Networks.  


