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Preface

This report discusses a relatively narrow topic within the broad framework of metropolitan-
area governance: the potential effects of local-government consolidation on a region’s economic
development. Specifically, the report examines the potential economic-development effects
of consolidating Allegheny County and the City of Pittsburgh. Advocates of a metropolitan
approach to planning and governance have championed consolidation of local governments
for many years. Too many government units spread over too small a geographic area have been
seen to be the cause of a long litany of ills, including, for example, urban sprawl, barriers to
job growth and business development, and more-expensive-than-necessary government. This
report seeks to contribute to understanding the effect of consolidation on future economic
development, which is especially critical as Pittsburgh and Allegheny County consider again
how their two governments might act to better meet the needs of the region. The Citizens
Advisory Committee on the Efficiency and Effectiveness of City-County Government spon-
sored the research reported here.
Related RAND research is presented in the following documents:

* A Research Agenda for Assessing the Impact of Fragmented Governance on Southwestern
Pennsylvania (Sleeper, Willis, Rattien, and Lanczos, 2004)

* Measuring and Understanding Economic Interdependence in Allegheny County (Sleeper,
Willis, Landree, and Grill, 2004)

* An Economic Development Architecture for New Orleans (McCarthy, 2008).

The Rand Environment, Energy, and Economic Development Program

This research was conducted under the auspices of the Environment, Energy, and Economic
Development Program (EEED) within RAND Infrastructure, Safety, and Environment (ISE).
The mission of ISE is to improve the development, operation, use, and protection of soci-
ety’s essential physical assets and natural resources and to enhance the related social assets
of safety and security of individuals in transit and in their workplaces and communities. The
EEED research portfolio addresses environmental quality and regulation, energy resources and
systems, water resources and systems, climate, natural hazards and disasters, and economic
development—both domestically and internationally. EEED research is conducted for govern-
ment, foundations, and the private sector.
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Questions or comments about this report should be sent to the project leader, Rae Archi-
bald (Rae_Archibald@rand.org). Information about EEED is available online (http://www.
rand.org/ise/environ). Inquiries about EEED projects should be sent to the following address:

Michael Toman, Director

Environment, Energy, and Economic Development Program, ISE
RAND Corporation

1200 South Hayes Street

Arlington, VA 22202-5050

703-413-1100, x5189

Michael_Toman@rand.org


mailto:Rae_Archibald@rand.org
http://www.rand.org/ise/environ
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Summary

Pittsburgh-Allegheny County: Fragmented and Underachieving

Allegheny County has the dubious distinction of being among the most fragmented counties
in the United States in terms of governmental units. It has some 128 municipalities, 101 special
districts, and 44 school districts. Looking more widely, the seven-county metropolitan statisti-
cal area (MSA) has more than 900 governments, giving the region more governmental units
per capita than any other region in the United States.

With such extensive fragmentation, the topic of government consolidation as a way of
improving the economic well-being of the area’s residents inevitably arises. Aggregate data,
when viewed across regions of the country and over time, suggest a positive relationship. As
Table S.1 shows, fragmented governance correlates with poor regional performance on popu-
lation and employment measures. The Pittsburgh MSA, which is the most fragmented of the
larger MSAs in the United States, lags even among the six most fragmented MSAs. The Pitts-
burgh MSA also performed worse than the Commonwealth of Pennsylvania did on these
measures.! Its population has declined over the past 15 years, and its employment lags the least
fragmented MSAs by 16.5 percentage points.

Such disappointing statistics are well known to the leaders of the region. Recently,
the mayor of Pittsburgh and the county executive asked the chancellor of the University of

;r:cti)ilceafc.:rs of Regional Performance, by Degree of Government Fragmentation

Region Population Change, 1990-2005 (%) Employment Change, 1990-2005 (%)
Six least fragmented cities 23.7 21.0

Six most fragmented cities 9.8 12.8

Pittsburgh MSA -3.5 4.5

Pennsylvania 4.4 9.0

SOURCE: U.S. Census Bureau data.

1 Government fragmentation is measured as the number of local governments per 100,000 residents. For this metric, the

six least fragmented MSAs are, in order of increasing fragmentation, San Diego (Calif.), Los Angeles—Riverside—Orange
County (Calif.), Phoenix-Mesa (Ariz.), Miami~Fort Lauderdale (Fla.), San Francisco-Oakland-San Jose (Calif.), and
Tampa-—St. Petersburg—Clearwater (Fla.). The six most fragmented cities (also in order of increasing fragmentation) are
Cleveland-Akron (Ohio), Kansas City (Mo.-Kan.), Cincinnati (Ohio-Ky.-Ind.), St. Louis (Mo.-Ill.), Minneapolis—St. Paul
(Minn.), and Pittsburgh (Pa.) (Orfield, 2002).
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Pittsburgh to chair a task force to explore issues surrounding consolidation, whether that
might be the provision of joint services or wholesale merger of governments. The task force,
in turn, asked RAND to analyze one specific topic that it thought had special import for the
region and often was cited as a rationale for consolidation: that consolidation would result in
enhanced economic development.

To comply with this request, we reviewed the literature, interviewed experts in the region
and across the nation about the relationship between consolidation and economic develop-
ment, created a framework for analysis, and developed conclusions about the possibilities for
enhancing economic development under consolidation.

What Is the Economic-Development Case for Consolidation?

The information we gathered falls naturally into three categories:

¢ the theoretical case
e the practitioner case
¢ the academic case.

The Theoretical Case

A review of the theories about consolidation’s effects on regional economic development reveals
substantive arguments on both sides of the question. Table S.2 summarizes these.

The Practitioner Case

Those directly involved in economic development generally take a more positive view of consol-
idation’s effect on economic development than that found in the theoretical literature. Where
consolidation actually has occurred, experts voice opinions that range from mildly positive to
enthusiastic. In counties that have not consolidated, we found general support for the idea that
consolidation would foster enhanced economic development. That said, those we interviewed
were short on specifics of exactly how consolidation did or would do that. But certainly a
recurring theme was that unity of leadership, speaking with one voice, and sharing a common
vision would have a positive effect on regional economic development.

The Academic Case

Our review of the academic literature suggests that those who have studied consolidation
believe that it will enhance a region’s capacizy for economic development and that it should help

Table S.2

The Theoretical Case for and Against Consolidation

Arguments for Arguments Against

Improves technical efficiency Reduces choice

Reduces fragmented governance Fails to achieve anticipated economies of scale
Improves regional fiscal and social balance Spreads urban ills to the suburbs

Enhances economic development
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economic performance. However, we could not find unequivocal evidence that city-county
consolidation does improve economic development. Neither did we find any strong analysis
refuting the notion that consolidation can improve it. The empirical work we reviewed does
not show statistically significant evidence that consolidation will enhance economic develop-
ment when measured against a variety of measurements, such as firm or payroll growth. In
some cases, statistically significant growth did occur but at the same pace as in the rest of the
state or comparable regions, suggesting that the growth might have occurred irrespective of the
consolidation.2 However, the empirical studies are few and the measurement issues difficul,
leaving the academic case unsettled.

Expectations of the Impact of Consolidation on Economic Development

The body of material we reviewed does not make an incontrovertible case for the link between
consolidation and economic development. Theoretical arguments can be found on either side
of the question. Practitioners generally believe that it is helpful but have difficulty pointing to
specific connections or results. Academics generally think it should help, but neither the case
studies nor the empirical analyses provide strong quantitative support for that feeling. Clearly,
we cannot make a definitive, empirical case one way or the other.

In the absence of clear empirical support for the case and divergence among experts, we
looked at the body of evidence from many sources. Responses from practitioners suggest an
expected effect of consolidation on economic development along specific dimensions that help
define a positive case for economic development. When we weigh the body of evidence in total,
we conclude that consolidation of the city and county can have a generally positive impact on
economic development. We reached this conclusion following a train of logic based on the
goals of economic development and the experiences of consolidating entities. First, we identi-
fied common goals of economic development. We then reviewed the economic-development
process and analyzed some common elements that are indicative of ways in which government
can affect that process. We next assessed the evidence relative to a hypothetical consolidation
of Pittsburgh and Allegheny County with respect to whether the key elements would flourish
or founder in the event of that consolidation.

Based on our assessment of the literature, case studies, and interviews, economic devel-
opment should include at least three specific goals. One is feeding and sustaining the local
economy. This includes such activities as improving schools, reducing crime, and improving
infrastructure. It also includes making growth easy for existing businesses and encouraging
innovation. A second goal is attracting new businesses and institutions to the region. In this
case, unlike the first goal, the focus falls outside the region. The third goal is maintaining
or improving the attractiveness of the workforce. Here, actions include capitalizing on the
strength of educational institutions and encouraging them to teach the types of skills that are
attractive to local employers and those being sought from outside the region.

Building on the evidence, we then identify general characteristics that are frequently
cited in support of the proposition that city-county consolidation can improve regional eco-
nomic development. These key elements of the economic-development case appear in Table
S.3, along with more-detailed attributes of each element. The perception of practitioners,

2 Note, however, from Table S.1, that the Pittsburgh MSA lags the state in key indicators.
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Table S.3

Salient Elements of an Economic-Development Case

Element Characteristic
Unity of leadership One accountable decisionmaker

Common vision; speak with one voice
Greater regional stature
Improved access to state and federal money

Increased planning and development capacity More-comprehensive planning and coordinated land-use
regulation
Improved public-private cooperation
Larger legal and resource base for attracting and supporting
development
More-sophisticated economic-development capability

Simpler regulatory procedures for business Clarity of authority
Improved transparency
Streamlined permit processing

Reduced intergovernmental competition Less-fragmented governance
Fewer inefficient economic-development subsidies

theorists, and involved citizens with whom we talked, as well as our own analysis, suggest that
these elements of consolidation can—and, in some circumstances, do—make a difference in
economic performance.

The next step was to consider each of the key elements and its characteristics under two
situations: with and without consolidation of the City of Pittsburgh and Allegheny County.
Conceptually, we retraced the arguments and assessed where the balance might fall specifi-
cally for Pittsburgh—Allegheny County. Table S.4 shows anticipated effects of consolidation on
the characteristics based on our assessment of the body of evidence of differences that might
show up when comparing an unconsolidated City of Pittsburgh and Allegheny County with
a consolidated entity. These assessments are based on the theoretical and empirical literature,
case studies, and interviews with practitioners. Our intent is to signal the direction of change,
if any, and the intensity that might be expected.

The direction and strength of elements of a possible case for improved economic develop-
ment through consolidation that we have identified are noncommensurable. We are not pro-
posing that one simply sum the elements that are hypothesized to improve with consolidation
and declare the case to have been made. The assessments are distillations of arguments found
in the literature, case studies, and interviews with practitioners and experts. The direction of a
change is based on the body of evidence; however, the magnitude of the impact is our subjec-
tive judgment based on the same evidence. Any number of weighting schemes could be applied
that would change a naive interpretation of the number of elements hypothesized to improve
under consolidation. But for us, calling out some elements of a case and setting forth subjective
magnitudes of a change is a way of sharpening the debate and squeezing the empirical evidence
and subjective inferences into metrics through which informed citizens can agree or disagree
about the effects of some factor, thereby improving their discourse on future public policy.

Two overarching points emerge from the assessments reflected in Table S.4. First, consoli-
dation can improve economic development. Even though, in some cases, consolidation of the
city and county may have little or no effect on a given characteristic of economic development,
we judge that seven of the characteristics improve under consolidation, some substantially. The
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Elements of an Economic-Development Case and Anticipated Effects from the Consolidation of the
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Element

Characteristic

Anticipated Effect of Consolidation

on Characteristic

Unity of leadership

Increased planning and
development capacity

Simpler regulatory procedures for
business

Reduced intergovernmental

One accountable decisionmaker
Common vision; speak with one voice
Greater regional stature

Improved access to state and federal
money

More-comprehensive planning and
coordinated land-use regulation

Improved public-private cooperation
Larger legal and resource base
for attracting and supporting
development

More-sophisticated economic-
development capability

Clarity of authority
Improved transparency
Streamlined permit processing

Less-fragmented governance

Greatly improve
Greatly improve
No change

Likely no change

Improve

No change

Improve

Little or no change

Improve
Improve
Little or no change

Improve

competition
Fewer inefficient economic-
development subsidies

No change

second key observation is that unity of leadership is affected to the greatest extent. Account-
ability and a common vision weigh heavily for consolidation, and we conclude that this dimen-
sion alone of the case for consolidation holds promise for improving economic development.

Conclusions

The varied nature of consolidations and the difficulties of measuring improvement in eco-
nomic development with or without consolidation make it impossible to find definitive evi-
dence one way or the other that consolidating the City of Pittsburgh and Allegheny County
should improve economic development. But neither does the evidence suggest that consolida-
tion would have a negative effect on economic development.

Even if not demonstrable empirically in other settings, key signs point to some version of
consolidation as being helpful for the City of Pittsburgh and Allegheny County. First, improved
policy direction and unity of leadership seems within grasp, and our judgment is that this can have
a positive—albeit difficult to measure—effect on economic development. Second, improved coordi-
nation and sharpening of economic-development initiatives seem within reach, and our judgment is
that this would have a positive (although, again, likely to be difficult to measure) effect on economic
development.
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These conclusions come with caveats. First, any such economic-development gains will
require enhanced coordination and collaboration with the private sector. The consolidated entity
still will have to deal with the need to rationalize the myriad of economic-development efforts
under way within the region, including the worthy public-private partnerships and the percep-
tion of a bewildering number of programs and agencies that seem to have some responsibility
for the economic well-being of the region. Second, fragmented regulatory processes and inter-
governmental competition will remain drags on regional economic development if the consolida-
tion scheme involves only the city and county. Finally, we recognize the inherent limitations
of employing a body-of-evidence approach, described earlier. The direction and magnitude of
effects are our judgments based on distillations from our research and interviews. However,
the process can sharpen the debate about consolidation and provide a common framework for
discussion.
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CHAPTER ONE
Introduction

Background

Pittsburgh and Allegheny County are among the most highly fragmented regions in the coun-
try, with some 128 municipalities, 101 special districts, and 44 school districts in Allegheny
County alone. There are more than 900 governmental units in the seven-county metropolitan
statistical area (MSA), giving the region more governments per capita than any other major
region in the United States.! Thus it is not surprising that this periodically leads to public debate
about the wisdom of combining local governments in the region. Allegheny County adopted a
home-rule charter in 1998 that created a county council and an elected county executive and
permitted municipalities within the county to dissolve voluntarily (although none has yet done
s0). The City of Pittsburgh has faced severe financial stress in the past several years, leading to
special state legislation and enhanced financial oversight.

Whether fragmentation imposes a financial penalty in terms of lost jobs and businesses
often provokes debate. Those arguing that it does not (and that it may even foster growth)
often cite anecdotal evidence of job gains in one sector or another as evidence. However, the
empirical data are less ambiguous. Table 1.1 captures indicators of regional performance with
respect to changes in employment as a function of the level of fragmentation. The table com-
pares the least fragmented cities, the most fragmented, Pittsburgh MSA, and Pennsylvania,
showing the population change and the employment change for a 15-year period. The data
show that, during the period, population in Pittsburgh actually declined, while that of the
state rose. Furthermore, at a 4.5-percent change, job growth was relatively anemic, lagging the
state by 4.5 percentage points, other fragmented cities by 8.3 percentage points, and the least
fragmented cities by nearly 16.5 percentage points.

The difficulty of effective governance with so many entities involved and the possible
economic benefits that might accrue from a more streamlined organization have led to con-
siderations of various consolidations over time. Recently, the county executive and the mayor
of Pittsburgh again signaled that some increased cooperation, collaboration, or merger of the
governments of the city and county should be explored. They asked University of Pittsburgh
chancellor Mark Nordenberg to recruit and chair a task force of knowledgeable, involved citi-
zens and officials who would explore in depth the issues surrounding consolidation—whether
that might be defined as joint provision of some services or wholesale merger of governments.

' See, for example, the work of Christopher Briem, University Center for Social and Urban Research, University of Pitts-

burgh, and Harold D. Miller, president of Future Strategies LLC and adjunct professor at Carnegie Mellon University
Heinz School of Public Policy and Management, often reported in Miller (undated), for extensive presentation and analysis
of data regarding the Pittsburgh region.
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;r:dbilcea::rs of Regional Performance, by Degree of Government Fragmentation

Region Population Change, 1990-2005 (%) Employment Change, 1990-2005 (%)
Six least fragmented cities 23.7 21.0

Six most fragmented cities 9.8 12.8

Pittsburgh MSA -3.5 4.5

Pennsylvania 4.4 9.0

SOURCE: U.S. Census Bureau.

NOTE: Government fragmentation is measured as the number of local governments per 100,000 residents. For
this metric, the six least fragmented MSA cities are, in order or increasing fragmentation, San Diego (Calif.), Los
Angeles—Riverside-Orange County (Calif.), Phoenix-Mesa (Ariz.), Miami-Fort Lauderdale (Fla.), San Francisco—
Oakland-San Jose (Calif.), and Tampa-St. Petersburgh—Clearwater (Fla.). The six most fragmented cities (also in
order of increasing fragmentation) are Cleveland-Akron (Ohio), Kansas City (Mo.-Kan.), Cincinnati (Ohio-Ky.-Ind.),
St. Louis (Mo.-1Il.), Minneapolis-St. Paul (Minn.), and Pittsburgh (Pa.) (Orfield, 2002).

The Citizens Advisory Committee on the Efficiency and Effectiveness of County-City Govern-
ment, as the task force was named, working with local experts, community leaders, and leaders
from other regions involved in consolidation, has been exploring the full range of issues that
arise from consolidation and the arguments for and against various forms of consolidation.
The committee’s exploration revealed that one specific hypothesis—consolidation can
enhance economic development—had special relevance for the Pittsburgh region and often
was cited as an important benefit of consolidation. So, among the myriad of other benefits and
costs of consolidation that the committee members were exploring, they asked RAND to con-
tribute to their deliberations by providing information and analysis on this one specific topic.

The RAND Study and How We Went About It

Study Focus

Consistent with the committee’s request, we focused on the topic of assessing whether the
consolidation of Allegheny County and the City of Pittsburgh could lead to improved eco-
nomic development of the region. It is important to note what this report is not. This report is
not about consolidation in general. Many issues besides economic development are important
when considering consolidation. And, as we say as our report unfolds, consolidation has many
meanings and versions. We view our report as one put into the committee’s deliberations; it has
a task far greater than the scope of this report.

Study Approach

We used a multidimensional, body-of-evidence approach to understand the potential effects on
regional economic development of consolidating the City of Pittsburgh and Allegheny County.
We examined findings and evidence in literature and case studies to explore the empirical
evidence of a relationship in other settings; we interviewed economic professionals and practi-
tioners in 13 regions, both consolidated and unconsolidated, to collect first-hand information
on the relationship; we interviewed academics who have studied this area; and we interviewed
local individuals to obtain information on, among other things, regional barriers to economic
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development. Using these resources, we developed a framework to evaluate the potential effect
of consolidation on economic health in the city and county. Next, we briefly describe the lit-
erature search, interviews, and analytic approach.

Review of Literature. We reviewed an extensive range of empirical and theoretical litera-
ture related to our study question. We reviewed empirical studies that tested the relationship
between structural government consolidation and various theoretical constructs, including
its relationship to economic performance. Only a small number of authors have conducted
research on the particular question of interest, though there is a vast literature on regionalism
more broadly defined. The empirical studies that directly relate to our topic provide frame-
works for analysis, insight into data availability, and limitations in measuring changes brought
about by consolidation. The metropolitan economy and general governance literature, while
not always directly related to our question, also was useful. The literature places consolida-
tion itself into perspective as one of many possibilities in a range of functional and structural
changes and places city and county consolidation in the broader framework of metropolitan
governance.

Also included in the literature review are case studies of regions that have consolidated,
as well as those that have attempted consolidation but failed at the ballot box. The case studies
are not empirical tests of the effect of consolidation on a particular region, though many are
careful analyses that follow a consistent case-study methodology. They provide the context and
background leading to the decision to pursue some form of structural consolidation; the efforts
that preceded a change; characteristics of a region that are not easily captured by demographic,
census, or labor statistics; and perceptions (and some evidence) about changes subsequent to
a consolidation. Finally, we examined literature on economic growth and development not
directly related to consolidation, to obtain the most-current thoughts on measures and metrics
of a local economy and the characteristics of a healthy economy.

Interviews. We conducted structured interviews with economic-development profession-
als and practitioners in 13 regions around the United States. The regions were selected based
a review of the literature and discussions with academic and economic-development profes-
sionals. We selected a mix of consolidated and unconsolidated city and county entities (five
consolidated and eight unconsolidated, of which six attempted consolidation but failed). We
included some regions that were considered competitors to Pittsburgh and Allegheny County
and some that shared demographic and historical similarities. We developed a structured inter-
view protocol (see the appendix) to gather information on measures of economic vitality, aids
and barriers to economic success, the effect of that region’s governance on its own perfor-
mance, competitors with the region, and specific questions about the importance of leadership
and streamlined management of the economic function to its own regional performance. We
interviewed multiple professionals within a region whenever possible, for a total of 22 indi-
vidual interviews.

Using a set of questions similar to those contained in the appendix, we also conducted
interviews with academics specializing in our area of interest and with economic-development
professionals and practitioners in southwestern Pennsylvania. Interviews with academics
focused on empirical evidence to support or refute relationships between economic growth and
consolidation, theoretical arguments that may help explain results, and requests for additional
material that might have been missed in our searches. Interviews with local professionals cov-
ered the same set of questions as the (nonlocal) regional and academic interviews but focused
more specifically on interviewee experiences in the southwestern Pennsylvania region. These
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professionals were asked to provide answers based on (1) their experience within the region;
(2) experiences prior to their current position or to locating in the region, where applicable; and
(3) a thought experiment about the effect of consolidating Pittsburgh and Allegheny County
on aiding or preventing economic development for each entity and the region as a whole.

Analytic Approach

We examined the literature to find empirical evidence supporting or refuting our research
question. No smoking gun provides definitive proof, yet there is suggestive evidence.? We
synthesized the literature reviews and case studies to obtain the core arguments related to our
primary research questions as well as to understand the broader issues associated with consoli-
dation that may affect economic performance, albeit indirectly. Our interviews do not provide
statistical evidence; we use the interviews to provide support for (or against) the arguments in
the literature. We used the evidence from literature and interviews to develop a framework to
assess the likelihood of achieving changes in economic development in Pittsburgh and Allegh-
eny County. This framework consists of comparing a (hypothetical) consolidated city and
county government and the existing structure against a series of factors that contribute to a
healthy economy. The limitation of this approach is immediately apparent—namely, we cannot
directly compare the two forms of governance against traditional measures of economic devel-
opment, such as the growth of new jobs in a region.

How This Report Is Organized

The remainder of this report is organized in the following way. Chapter Two describes the his-
tory of city-county consolidations in the United States, including the types and some of the
impetus for consolidation. It then goes on to describe the theoretical reasons for consolidating
or not consolidating. Chapter Three describes the views of those who have participated in con-
solidations and the academics who have studied this issue. Chapter Four focuses on the main
issue of this report: economic development. It discusses the goals, how to measure them, and
the elements of an economic-development case. Chapter Five builds on the material in Chapter
Four by applying it to the specific case of consolidating the City of Pittsburgh and Allegheny
County. Finally, Chapter Six presents our conclusions.

2 As discussed in succeeding sections, there is ample theoretical support that structural consolidation should be positively
related to economic performance. The lack of szatistically valid evidence has frustrated researchers. Reasons for its absence
include that (1) the limited number of consolidations to date have been in communities of vastly different size and different
forms, making comparisons difficult; (2) “true” consolidation apparently has never occurred, since most successful consoli-
dations have strayed from a complete convergence of governments to satisfy a wide range of perceived opposition arguments;
(3) the use of “jobs” in various forms as the measure of regional improvement, while politically desirable and easily defined,
may not be the best measure of regional improvement; and (4) there are no easy control groups or comparative regions or
areas with which to compare economic performance before and after consolidation.



CHAPTER TWO
City-County Consolidations: History and Theoretical Rationales

This chapter briefly reviews the history of city-county consolidations. It also presents the theo-
retical arguments—pro and con—for such consolidations.

History

City-county consolidations are, in a statistical sense, rare. And they are quite different events—
so different that one observer has called city-county consolidation a misnomer. There have been 37
city-county consolidations in the United States, starting with New Orleans, Louisiana, in 1805
and ending (so far) with Georgetown—Quitman County, Georgia, in 2006 (NACo, undated).
This is from a universe of more than 3,000 counties in the United States. Table 2.1 shows the
10 successful consolidations from 1990 through 2006. All these consolidations—except for
the boroughs in Alaska and the Kansas City—Wyandotte County, Kansas consolidation—
were in the southern part of the United States, and only one involved a county population
of more than 500,000. According to the National Association of Counties (NACo), there
have been at least 31 failed attempts to consolidate during the same period. Des Moines,
Iowa, and Albuquerque, New Mexico, failed twice during that period. The preponderance of

Table 2.1

Successful City-County Consolidations Since 1990

Location Year Consolidated 2006 Population
Athens—Clarke County, Ga. 1990 113,000
Lafayette-Lafayette Parish, La. 1992 203,000
City and Borough of Yukatat, Alaska 1992 700
Augusta-Richmond County, Ga. 1995 193,000
Kansas City-Wyandotte County, Kan. 1997 156,000
Louisville-Jefferson County, Ky. 2000 702,000
Hartsville-Trousdale County, Tenn. 2000 8,000
City and Borough of Haines, Alaska 2002 2,200
Cusseta—Chattahoochee County, Ga. 2003 14,000
Georgetown-Quitman County, Ga. 2006 2,500

SOURCES: Consolidation dates from NACo (undated). Population data from U.S. Census Bureau (undated).
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those failed consolidation attempts also were in the southern United States or Alaska, with the
notable exceptions of Spokane, Washington; Sacramento, California; Des Moines, lowa; and
Albuquerque, New Mexico.

Most of the consolidations have involved relatively small populations. As shown in Table
2.2, only four consolidations since 1960 involved counties with a population of more than
500,000. Allegheny County has a population of about 1.2 million people, and the City of
Pittsburgh has a population of about 345,000. The Pittsburgh MSA has a population of about
2.3 million. Based on size and region, these consolidations are not easily matched with a pos-
sible consolidation of Pittsburgh and Allegheny County.

But the story is more complicated than this. Political scientists distinguish between szruc-
tural consolidation (in which the services provided, the governance bodies, and the geogra-
phy of the area become one, or close to one, with school districts, for example, often being
excluded), and functional consolidation (in which many or most services provided and bound-
aries are consolidated, but other service institutions and boundaries remain). The remain-
ing units could be local governments, special districts (for example, water treatment or other
regional services), school districts, or other special-purpose, quasigovernmental agencies.

Virtually all the modern-day consolidations have been functional ones, each with a dif-
ferent set of taxing, service provision, and governance outcomes. Complete consolidations are
extremely rare. We could not find any complete consolidations, at least of a size with poten-
tial relevance to Pittsburgh—Allegheny County. Thus, although city-county consolidations are
tracked and counted as similar events, they really are a continuum of events, some modestly
similar and some truly dissimilar.

Usually, there is a history preceding consolidation of some kind of shared service arrange-
ments, for example, providing for common water treatment, sewage treatment, tax collection,
or emergency-service dispatching. Usually, there is also a history of failure at the ballot box.
That is, voters have turned down one or more measures to consolidate before a successful con-
solidation measure was passed. Because of this, the measures that do pass frequently include
compromises that may represent less than full consolidation but are intended to overcome per-
ceived reasons for earlier failure. (See, for example, the case studies in Leland and Thurmaier,
2004.)

Typically, school districts and some other special-purpose districts (e.g., water treatment,
mosquito abatement, flood protection, power) are not absorbed into the consolidated entity.
In some cases, complete municipalities within the county other than the one or more actually

Table 2.2
City-County Consolidations Since 1960 with Populations of More Than 500,000

2006 Population

Location Year Consolidated County Metropolitan Area
Nashville-Davidson County, Tenn. 1962 549,000 1,120,000
Jacksonville-Duval County, Fla. 1967 782,000 1,000,000
Indianapolis—-Marion County, Ind. 1969 784,000 1,500,000
Louisville-Jefferson County, Ky. 2000 702,000 992,000

SOURCES: Consolidation dates from NACo (undated). Population data from U.S. Census Bureau (undated).
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consolidated are left out. Often, there is unincorporated geographic area absorbed into the new
government, not unlike the annexation process. In some cases, tax-sharing arrangements that
existed before consolidation remain afterward, subject to whatever guidelines and geographical
boundaries were in place before consolidation.

State governments have quite different laws regulating what types of consolidation are
allowed and the parameters of elections that must take place to effect a consolidation. Not
infrequently, localities have had to seek state legislation to enable the particular consolidation
envisioned. Finally, as noted earlier, almost all consolidations include overlay governmental or
quasigovernmental units. Examples of these include the metropolitan planning organizations
that the federal government mandates be set up in order to receive certain types of federal
funding (in the case of the greater Pittsburgh region, the Southwestern Pennsylvania Commis-
sion [SPC]), multicounty planning or economic-development organizations, and all manner of
other special-purpose districts.

In short, in discussing city-county consolidation, the conversation involves events with as
many—if not more—dissimilarities than similarities.

City-County Consolidation in the Context of Reform

City-county consolidations are part of the history of good-government reforms begun in the
early 20th century. Reacting to the political machines running many cities, reformers touted
professional management and the assumed consequent efliciency that would bring to cities
among many types of reform. Leland and Johnson (2004) placed consolidation in the con-
text of a wide set of reforms, including (1) centralizing authority and placing it in the hands
of professional managers, (2) shrinking the long ballot to require fewer elected officials (for
example, eliminating voting for such offices as the coroner or the registrar of deeds), (3) creat-
ing metropolitan forms of government, (4) introducing at-large elected local officials in addi-
tion to officials elected by districts, (5) introducing nonpartisan local elections, (6) introducing
merit-based pay, (7) trying to introduce scientific expertise and expert knowledge as a basis for
local government decisionmaking, and (8) touting the council-manager form of government
as the ideal.

Of course, not all cities or counties adopted all these reforms over the course of the 20th
century, and some larger and older cities resisted many of them. Recently, the City of San Diego
(Calif.) voted for a so-called strong mayor form of government to replace its council-manager
form of government, in what early reformers would see as a backward step. However, a key
argument for that change was that improved unity of leadership (one point of accountability)
would lead to better government. This is an argument for city-county consolidation that is
heard frequently and helps place city-county consolidations in the long history of attempts to
improve local government and, by implication, a community’s quality of life. We now turn
to the theoretical arguments for and against consolidation.

Theoretical Arguments for Consolidation

The theoretical case for consolidation is advanced on many fronts, including arguments that
consolidation can improve efficiency in the delivery of services, eliminate fragmented gover-
nance, and improve fiscal and social balance. The efficiency argument suggests the achieve-
ment of economies of scale and the elimination of duplication of services, thereby lowering
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costs. The less-fragmented governance argument suggests improved coordination among gov-
ernmental units, improved capacity to deliver services through a more professionalized bureau-
cracy, enhanced planning capability, and, importantly, unity of leadership. The fiscal- and
social-balance arguments suggest increased citizen participation, more-equitable tax and ser-
vice burdens, and, importantly, enhanced economic development.!

Improving Technical Efficiency

The promise of efficiency rests on plausible grounds. Consolidated governments are assumed
to achieve economies of scale in the delivery of services, with the end result expected to be
lowered costs of government as average costs are spread across more users. But, for a panoply of
reasons, including legacy costs (notably pension obligations), noncompatible salary and wage
schedules, elusive scale economies in the delivery of labor-intensive and neighborhood services,
increased transaction costs for the operation of large governments, and increased appetites for
more or higher-quality services, the lower costs that this theory suggests seem not to have been
realized in most instances. Notably, studies on technical efficiency have not been able to con-
trol for the quality of the service or product being delivered, a deficiency that must be overcome
for analysts to make a convincing case. Richard Feiock—one of the few academics who has
studied consolidations carefully—concluded,

The progressives promised cost savings through economies of scale, reduced duplication
of effort, and greater technical capacity in service provision. These arguments have been
largely debunked by empirical research in the last fifteen years. (Carr and Feiock, 2004,
p. 44)

Reducing Fragmented Governance

A strong theoretical case can be made that consolidation reduces fragmented governance just
from the fact that some externalities (third-party benefits or costs not borne by the producers
or consumers of specific goods or services) existing before consolidation are internalized by the
combined government. With the stroke of a consolidation pen, the previous third parties are
now inside the same governance purview. At least theoretically, these interdependencies that
were previously resolved (if at all) by two or more separate governmental units or the courts, for
example, are funneled up to only one instead of several executive decisionmakers (remember-
ing, however, that all city-county consolidations have retained an elected policy and legislative
body, sometimes with more rather than fewer members than before).

By the same token, there also is a plausible argument that consolidation improves coordi-
nation between or among the governments consolidated. For example, previous departments
that may have been at odds because they served different masters in different local govern-
ments will have to resolve their differences under one master—one that presumably does not
present conflicting priorities. Policies that may have been conflicting, overlapping, or internally
inconsistent when two or more governments were prosecuting separate approaches may have a
greater chance of being reconciled under a combined government.

Consolidation plausibly brings improved technical capacity to deliver services as the size
of government increases and the demands require a more skilled bureaucracy (Felbinger, 1984;
Frisken, 1997). A small township of a few thousand people is unlikely to attract or have the

1 See, among others, Feiock and Carr (1997), Carr and Feiock (2002, 2004), and Leland and Thurmaier (2005).
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resources to pay for the most skilled and experienced staff compared to large municipalities.
(See Lembeck, Kelsey, and Fasic, 2001, for example.) Setting aside the issue of cost, consolida-
tion is expected to bring increased capacity to serve, including increased legal power to attract
businesses (Feiock and Carr, 1997). The crucial inference is whether that increased capacity
can deliver a better outcome for the consolidated entity as a whole.

Many observers note that consolidation should bring enhanced planning capability (see,
for example, Feiock and Carr, 1997). Competition between or among the consolidated entities
should subside dramatically, although it is unlikely to vanish, as narrow interests are merged
into a larger metropolitan planning approach. Land-use regulations can be rationalized and
adjudicated over a larger geographic region and can include functions that arguably should be
planned on a larger scale. Transportation is an obvious example, as are sewerage, water treat-
ment, and flood control. But another payoft for economic development comes from the poten-
tial to focus the land-use planning process and streamline implementation to make it easier
for firms to locate, relocate, and grow in a region. Reducing the number of governmental units
and the number of regulatory schemes with which a firm has to deal to move into the area or
to accomplish indigenous growth has popular intuitive appeal.

Finally, within the general rubric of eliminating fragmented governance is the argument
that a consolidated government can speak with one voice and sharpen the accountability of
senior decisionmakers. This unity-of-leadership argument is intriguing because it embraces
a principle that cuts two ways. On the one hand, eliminating, say, a mayor and a county
executive in favor of one metro executive does hold the promise of streamlining and focusing
decisionmaking over a larger population and greater geographic area. On the other hand, such
focusing increases the power of the metro executive, concentrating it in a way that could give
rise to the specter of the so-called strong mayors and their political machines that caused the
early—20th-century reformers to preach good government in the first place.

Nevertheless, as we discuss in the next section, one of the strongest arguments for con-
solidation in the literature and that we heard during our interviews was that the positive effects
from unity of leadership are unmistakable and can be profound.

Improving Regional Fiscal and Social Balance

There is a stream of support for consolidation on the basis of increased citizen participation and
democracy. The argument suggests that greater government accountability rewards participa-
tion, begetting more participation. It also suggests that smaller, parochial interests become sub-
ject to the light of day, providing a more democratic discourse and, potentially, more-equitable
outcomes. Also, the argument suggests that fragmentation effectively keeps large, important
regional issues, such as sprawl and regional economic development, from being acted on in a
comprehensive, coordinated fashion.?

Another theoretical argument for consolidation has been that it can reduce fiscal and
social inequalities, especially those perceived between urban central cities and their suburbs.
The voluminous metropolitan government and planning literature is filled with pleas for a
regional approach to governance—pleas arguing that many local governments acting indepen-
dently cannot solve the problems that cities, suburbs, and edge cities face. According to the

2 Feulner, Hautier, and Walsh (2005) cited a number of references on this point, ranging from early work by Dahl (1967)
to more-recent work by Drier, Mollenkopf, and Swanstrom (2001). See also Kugler and Bula (1999) for a discussion of frag-
mentation’s effects on citizen participation in government.
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theory, there are too many externalities and resulting inequalities, there is too much counter-
productive competition among communities, and the visions for the future are too narrow and
too piecemeal to build and sustain a healthy economy. Consolidation is one of the prescribed
cures for these ills, although, in reality, few consolidations tackle fiscal and social disparities
head on. Carve-outs for exiting taxing and service-delivery agreements and for local govern-
ments not being consolidated are frequent, as we have already noted, and minority interests of
all sorts frequently are protected in one way or another in the final consolidation charters that
make it past voters or legislatures.

Nevertheless, consolidation, in theory, certainly does open up the possibility for redressing
various kinds of inequalities—for example, in the delivery of services or in taxing for public ser-
vices and undeniable externalities, such as pollution control or transportation infrastructure.

We come now to the last argument for consolidation under the category of improv-
ing fiscal and social health and that is the primary focus of this report: enhanced economic
development. Although there have been no large city-county consolidations since Louisville—
Jefferson County (Ky.) in 2000 (which took full effect in 2003), several communities continue
to debate the possibility of some kind of consolidation. Scholars who have studied the prior
successes and failures of consolidation efforts and monitor and advise ongoing discussions have
concluded that enhanced economic development has become the favored reason used to pro-
mote contemporary city-county consolidation (Leland and Thurmaier, 2005; Carr and Feiock,
2002; Carr, Bae, and Lu, 2006). We address these issues more fully in succeeding chapters.

Theoretical Arguments Against Consolidation

Most of the arguments against consolidation end up being location- and circumstance-specific,
since there is such great variation in the communities and the plans for consolidation. This
leads to a highly eclectic list of potential opposing arguments. However, we have found it
useful to highlight three of the more generic points, each of which is manifested in different
ways in different communities: (1) fragmentation to a certain extent is good, and consolida-
tion unduly restricts citizens’ choices to live in an area that provides the bundles of goods and
services that meet their preferences; (2) diseconomies of scale rather than economies of scale
will accompany consolidation; and (3) consolidation will bring all of the problems of the cen-
tral city—especially fiscal burdens—to its surroundings, without concomitant benefits. These
arguments will sound familiar, since they tend to be mirror images of the arguments for con-
solidation discussed previously. We address these in turn.

Loss of Choice

Public-choice theorists describe a world in which citizens shop around for a bundle of goods
and services, then choose to locate in the community that best meets their preferences for the
services, quality, and price. Too much consolidation hinders this process by restricting broad
consumer choice. Charles Tiebout (1956) proposed this idea, but many scholars have advanced
versions of it since then.> Competition among local governments is good, the theorist argue,
since the local governments will compete to provide equivalent bundles of services at lower cost
or will select different bundles of services along a continuum of service level, quality, and price,

3" For a review of the history of this approach, see Howell-Moroney (2008).
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thus providing—in the long run—a more efficient region overall in fulfilling citizen prefer-
ences. This achieves so-called allocative efficiency, in economists™ jargon. If the local govern-
ment cannot produce the services efficiently itself, it will contract with other local governments
or with the private sector to do so.

The political-science version of this economic argument suggests that, because of com-
petition, local government officials will pay closer attention to their constituents’ needs, thus
allowing for more democratic participation in local government. The need to be responsive
forces local politicians to encourage participation and to make access to government decisions
as easy and transparent as possible. Consolidation breaks that connection, or at least attenu-
ates it.

This thesis is strongest when there are few externalities to be adjudicated. The point of
the regional-planning theorists that some bundles of service (e.g., transportation) cannot be
provided as effectively in a competitive, fragmented, local-government world as in a more con-
solidated world highlights the mirror imaging of the arguments for and against consolidation.
On the one hand, one should have choice, and we will have better choices if there are many
jurisdictions competing to provide us with the best community in which to live based on our
preferences. With our neighbors, we will be close to our government and have a clear path to
our elected officials. On the other hand, if the very real externalities of that fragmentation
cannot be solved (in economic terms, by having the winners somehow pay off the losers), we
will be worse off than we would be otherwise, by breathing polluted air that someone else sent
our way, by being late for work because we have to travel through a jurisdiction disinclined to
pay for widening a thoroughfare, or by finding ourselves living in the shadow of a tall build-
ing that the neighboring jurisdiction chose not to regulate, for example. Although most all
citizens appear to grumble—sometimes vociferously—about the externalities with which they
live, many, if not most, also show strong support for keeping as much local control as possible.
Thus, as theoretical as the public-choice argument against consolidation may be, it is a formi-
dable one. In the words of more than one of the people with whom we spoke for this report,
“Yes, think regionally, but act locally.”

Failure to Achieve Anticipated Economies of Scale

This argument has several parts. Transaction costs (for example, increased coordination
requirements) will increase with consolidation, driving up service-provision costs or at least
not reducing them, and citizens’ transaction costs will be increased as citizens grapple with a
larger, more bureaucratic government.

Chris Pineda, in a short piece for the Ash Institute for Democratic Governance and
Innovation at Harvard University, nicely outlines five causes of diseconomies of scale (Pineda,
2005). First, scale economies in labor-intensive services are much harder to achieve than they
are in capital-intensive services. For example, doubling the number of garbage-collection cus-
tomers may not provide for a reduction in the number of garbage collectors per customer that
existed prior to consolidation. If the service was right-sized to start with (including capital
equipment and relative pay scales) in each locality prior to consolidation, then some new tech-
nology or change in service levels likely will be needed to achieve economies of scale.

Second, consolidation may distance the bureaucrats from their customers’ day-to-day
needs. The larger enterprise has increased needs for coordination (think middle managers), and
senior managers have intermediaries between them and the final customer. This puts them out
of touch and less responsive than senior managers would be in the nonconsolidated setting.



12 Government Consolidation and Economic Development in Allegheny County and the City of Pittsburgh

Observers have argued that the citizens in consolidated governments will sustain a loss of inti-
macy with their local government, leading to less accountability. Notice that this is the mirror
image of the argument that suggests that consolidation can bring better accountability. The
two arguments are not wholly incompatible, however, since consolidation may indeed bring
greater policy coherence and direction from the top but still not be able to deliver the envi-
sioned outcomes on the ground.

Third, merged personnel systems seem to result in personnel-related costs rising to the
highest level of the preexisting structure, and, usually, there are legacy costs (such as pension
obligations) and sometimes job security for existing employees. These realities also hinder the
chances of achieving economies of scale. Similarly, fourth, merged systems may lead to quality
creep in the delivery of services when the consolidated entity ends up standardizing service to
the highest preexisting levels. These levels usually entail higher costs, thereby raising the aver-
age costs across the consolidated system.

Finally, fifth, the amortization of one-time transition costs may be nontrivial, again hin-
dering cost savings and even leading to diseconomies. Merging or upgrading various com-
puter systems to handle new customers and new volumes are examples of transition costs
that can drag down even savings envisioned in the longer term. As pointed out earlier, the
empirical literature on technical-efficiency effects tends to support the conclusion that cost
savings from consolidation are likely to be minimal or nonexistent, even accounting for mea-
surement difficulties that may not adequately capture benefits. That is one reason that the
economic-development argument has come to the fore in recent years.

Consolidation Will Spread the Burdens of the Central City to the Suburbs

The long history of failed consolidation attempts demonstrates the suspicions and fears of
consolidation by citizens inside but also, frequently, outside the central city. Sometimes, those
inside the central city are concerned about maintaining adequate representation in a consolida-
tion, fearing that consolidation is a device to diminish minority representation. This is a legiti-
mate concern that proponents of consolidation have tried to address one way or another in the
latest consolidation attempts. (See, for example, Savitch and Vogel, 2004.)

However, it is frequently the fears and suspicions of citizens outside the central city that
must be overcome for consolidation to be approved at the ballot box. These fears range from
increased social burdens to increased tax burdens and often involve sensitive, or hot-button,
political issues that simmer just beneath the surface of general political discourse. The spec-
ter of moving more social welfare agencies or services into the suburbs or introducing more
low- and moderate-income housing into suburban areas looms large in arguments against
consolidation. Similarly, but perhaps not as emotionally, opponents see consolidation as simply
another way to move central-city fiscal burdens out to the suburbs. In short, the argument
goes, under consolidation, taxes for non—central-city residents will rise more than they would
have without consolidation.

The Pittsburgh region already has a version of this, one that arguably has made regional
assets better off and added some stability to local government funding, but one that still raises
concerns from suburban taxpayers.* Advocates on the other side of the argument suggest that

4 The Allegheny Regional Asset District (RAD) was created in 1994 to manage an imposed 1-percent countywide sales
tax. The purpose of the tax was to fund regional assets (many of which the City of Pittsburgh funded previously), provide
county tax relief, and provide support for the local municipal governments. The success of the RAD tax is viewed largely
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suburbs should own up to their responsibilities and recognize that central cities are the engines
of culture and economic development for most regions and that suburbanization can leave cen-
tral cities with unfair social and fiscal burdens. Substantial empirical evidence shows that most
central cities are drivers of a regional economy (see, for example, Sleeper, Willis, Landree, and
Grill, 2004), but that has not stopped many suburbanites from fearing that regionalization, or,
more specifically, consolidation, will spread the ills of the central cities to the suburbs and thus

should be opposed.

through improved amenities (e.g., the zoo), a stable funding source for municipalities, and elimination of personal-property
taxes as well as several “nuisance” taxes. However, an argument persists that imposing a tax in order to provide tax relief is
an oxymoron. Critics also suggest that the RAD tax creates a fundamental inequity, forcing Allegheny County residents to
pay higher taxes than do those in neighboring counties who also use the amenities and taxing residents for some services
that they do not choose to use.






CHAPTER THREE
City-County Consolidation: Practitioners’ and Academics’ Views

Improved economic development is becoming the primary argument advanced to support city-
county consolidation. So what is the evidence that consolidation will bring greater economic
growth? We start with information gleaned from our interviews with economic-development
practitioners and professionals around the country, then turn to the empirical academic lit-
erature. Finally, we propose our synthesis of reasons that economic development might be
expected to improve with city-county consolidation.

The Practitioners

Economic-development officials and professionals we interviewed generally support city-county
consolidation. We found that, in counties where consolidation had taken place, opinions about
consolidation’s effects on economic development ranged from mildly positive to overwhelm-
ingly positive. In counties that had not consolidated, there was general support for the notion
that consolidation would benefit economic development. Although our sample was purposive,
not random, we found no commentators who said that consolidation would have a negative
effect on economic development.

However, almost all the individuals we interviewed, whether in consolidated counties or
not, highlighted their ability to work around obstacles of fragmented local governance, assert-
ing, in essence, that they could still get the job done. While some of these responses undoubt-
edly were overly boastful and optimistic, they highlight the fact that lack of consolidation is
not the only barrier that economic-development professionals face, nor is it necessarily always
the most important.

Economic development takes places in a complex web of public- and private-sector inter-
actions, and most of our commentators found it difficult to define the helpfulness of city-
county consolidation to economic development. As we discuss next, the benefits are tangi-
ble (not unlike the theoretical arguments discussed previously) but difficult to measure and
quantify.

The Academics

Most academics who have studied consolidation seem to believe that it will enhance planning
and economic-development capacity—that is, the resources and skills that can be applied to
improving regional economic health and well-being. Our review suggests that more rather
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than fewer believe it should help economic-development performance, measured, say, by job
growth or other indicators of economic improvement. But remember that consolidation is a
very imprecise variable, and the combination of only the City of Pittsburgh with Allegheny
County government would be on the low end of the consolidation continuum. Nevertheless,
the link to improved economic performance remains primarily theoretical. Insufhicient empiri-
cal evidence exists to make an unequivocal statement that city-county consolidation will lead
to measurable improvement in economic development.

On the other hand, there is no strong scientific analysis refuting the hypothesis that city-
county consolidation can help improve regional economic development. This is a telling point,
both for the proponents and opponents of consolidation. For the opponents, the small amount
of empirical work that has been done tends to reinforce their predilections against consolida-
tion. For the proponents, there is plenty of reason to believe that lack of metrics, inability to
account for effects over time, and imperfect measurement are not capturing the diffuse, but
real, benefits of consolidation on economic development.

We now turn to several key analyses in the academic literature that address the issues sur-
rounding city-county consolidation and economic performance head-on.

Case Studies

In a book and an article in Public Administration Review, Suzanne Leland and Kurt Thurmaier
(2004, 2005) presented and interpreted 12 case studies of city-county consolidation attempts,
seven successful and five unsuccessful.! The case-study authors used a common framework
as a starting point and tried to map the reality of what happened against that framework.
That framework, first published in 1974 by Rosenbaum and Kammerer, sets forth a model
that hypothesizes a crisis climate (including, for example, economic decline), expects so-called
power deflation (loss of effectiveness of local government officials because of citizen percep-
tions of inadequate response to the crisis climate), and requires some kind of accelerator event
(a scandal or loss of a key leader, for example) as conditions precedent to a successful consolida-
tion election (Rosenbaum and Kammerer, 1974).

Leland and Thurmaier’s (2004, 2005) work refines the Rosenbaum and Kammerer (1974)
model, suggesting, among other things, that institutional context matters (e.g., the state’s
enabling statutes, consolidation history, number of municipalities in the county). They also
distinguish between so-called development politics (the process of getting a charter commis-
sion or similar body to recommend a consolidation charter and what is required in that pro-
cess) and constitutional politics (the process of convincing the voters to pass the charter and
what is required in that process). They point out that the specific, detailed provisions of the
proposed charter are key to eventual success at the ballot box, including issues of taxes, debt
assumption, governing-body structure, treatment of smaller local governments, and responsi-
bilities of law enforcement, among others.>

Their synthesis of the case studies is detailed and instructive. We touch only on a few
of their points especially relevant for our discussion about economic development. First, they

1 There were 13 case studies in all, but one was really more like a city-city consolidation. The regions involved were Jack-

sonville (Fla.), Columbus (Ga.), Tallahassee (Fla.), Sacramento (Calif.), Athens (Ga.), Lafayette (La.), Des Moines (Iowa),
Augusta-Aiken (Ga.), Wilmington (N.C.), Knoxville (Tenn.), Kansas City (Kan.), and Louisville (Ky.).

2 Not surprisingly, because so many of the consolidation elections have been in the southern part of the United States,
support of local law enforcement (usually the elected sheriff) is imperative for successful elections.
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described the importance of civic elites, not just elected officials, in the overall process—
elites who take the lead in developing and selling the case for consolidation. Second, these elites
include among their goals the expectation of improved economic development through better
planning, the achievement of economies of scale in the development process, and improved
regulatory processes for development, for example. Leland and Thurmaier (2004, 2005)
observed that these arguments for the economic-development benefits of consolidation are an
integral part of the case for consolidation. Third, they observed that, as opposed to economies-
of-scale arguments, economic-redistribution arguments can be a death knell to voter passage of
consolidation—whether or not the redistribution makes sense from an economic-development
point of view. Similarly, they noted that municipalities other than the major city are virtually
always left out of the consolidation—again, even when the economic-development argument
for including them is compelling. Finally, for our purposes, they noted that the campaign to
approve the charter must be run just as one would run a political campaign for a major office,
with professional campaign staft and all the strategy, organization, creativity, and adaptability
that we associate with large-scale political campaigns.

Empirical Analyses

The empirical literature exploring consolidation’s effects on economic development is thin and
plagued with measurement difficulties.? In this section, we highlight three empirical studies
that have attempted to answer directly the question of whether consolidation improves eco-
nomic performance. In a research note published in Szate and Local Government Review, Feiock
and Carr (1997) examined the growth in business firms after the consolidation of Jacksonville
and Duval County, Florida. Using modestly sophisticated analytical techniques, they con-
cluded that consolidation did not lead to significant differences in growth in the number of
firms in the retail, manufacturing, or service sectors from the growth in those sectors in the rest
of the state excluding Duval County.* Number of firms served as a proxy for economic growth.
This is not the measure one would use if other data were available, but it is at least suggestive.

Feiock and Carr (1997, p. 170) concluded,

While economic benefits remain an important selling point for metropolitan government,
our analysis failed to find evidence of a link between consolidation and economic devel-
opment. No significant increases in manufacturing-, retail-, or service-sector growth were
found that correspond to the consolidation of Jacksonville/Duval governments.

Two years later, in a 1999 article in Urban Affairs, Carr and Feiock examined the change
in the number of business establishments between 1950 and 1993 in nine consolidated gov-

3" First, there is no easy metric to account for the variation in what constitutes a consolidation or for the degree of consoli-
dation and size in entities whose performance is being compared. Second, so far no one has been able to develop and use
a completely satisfactory measure of economic development. Third, it has proven difficult to take account of effects over
time: Consolidation is not expected to yield economic-health benefits immediately. Fourth, the crucial test is what would
have happened without the intervention (in this case, consolidation). Comparing performance after consolidation between
a consolidated entity and the rest of the state is an imperfect measure. Also, the business cycle and general economic condi-
tions fluctuate, as does the mix of industries and businesses in a region; picking start and end times given economic fluctua-
tions and comparing structurally different local economies can affect the outcomes.

4 Consolidation became effective in 1968. Data were available from 1950 to 1993. The preconsolidation period was
1950-1968, and 1973-1993 was considered the postconsolidation period, allowing for a five-year period for consolidation
effects, if any, to become fully realized. See Feiock and Carr (1997).
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ernments. The consolidations took place between 1967 and 1984, so data were available for
before and after consolidation. They used essentially the same analytical techniques as they
had for the earlier article. Firms were classed as manufacturing or retail/services, giving 18 time
series of data to be analyzed. Seven of the 18 series showed statistically significant increased
growth postconsolidation, although a majority did not (11 of the 18). This can be interpreted as
mildly positive support for the notion that consolidation can enhance economic development.
However, the next stage of the analysis asked whether any of the seven cases showing positive
growth postconsolidation had growth significantly different from that of the state in which
they were located. In the words of Carr and Feiock (1999, p. 481), “[N]one of the consolidated
counties experienced a change in economic development that was statistically different from
the statewide trend over the same period.” They also said, however, that “the creation of the
consolidated government did not reduce [their emphasis] economic growth in the county in
any of these cases.”

Finally, in 2006, Carr, Bae, and Lu compared the postconsolidation growth patterns
of Lexington—Fayette County, Kentucky, to then-unconsolidated Louisville and Jefferson
County, Kentucky. Expectation of improved economic development was a vital part of the
argument for consolidating Knoxville and Jefferson County during the 2000 charter vote,’ so
the question naturally arises whether the consolidation of Lexington and Fayette County in
1972 had indeed improved their economic development relative to the then-unconsolidated
Knoxville and Jefferson County.

The short answer: Mostly no.

Extending the methodology of the earlier work somewhat, Carr, Bae, and Lu (2006)
measured growth in the number of firms in three sectors: manufacturing, retail, and service,
each divided into six groupings by employee size. They also measured total payroll growth for
the three sectors. The data cover 1950-1997. The division of firms into six groups by size and
the measurement of total payroll in the three sectors in part answered criticism of the earlier
Carr and Feiock (1999) analysis that implicitly treated all firms as if they had the same impact
on growth.

The analysis created 42 so-called models (21 for each site), reflecting the six firm-size group-
ings by three sector groupings, as well as total payroll data for each of the three sectors. Five
of these models showed statistically significant improvement in growth in Lexington-Fayette
after consolidation, but only three of the models showed improvement greater than that seen in
then-unconsolidated Knoxville-Jefferson. As Carr, Bae, and Lu (2006, p. 265) summarized,

[TThese findings show that the development benefits that can be attributed to the city-
county government in Lexington-Fayette are limited to retail establishments with fewer
than 50 employees and service establishments with 100-249 employees. The findings of
this study provide little support for the contention that the adoption of city-county govern-
ment substantially altered the development patterns in Lexington-Fayette that existed prior
to the merger of its city and county governments. Indeed, they confirm earlier analyses
showing no systematic development improvements from city-county government.

5 In fact, Carr, Bae, and Lu (2006) began their article with a quote from Savitch and Vogel (1999, p. 4): “Louisville’s
haunting fear is that Lexington-Fayette will overtake it during the early part of the next century.” We heard that fear
repeated as a motivating factor in the charter election when we visited Louisville in July 2007.



City-County Consolidation: Practitioners’ and Academics’ Views 19

But even this somewhat improved analysis still faced the difficulties mentioned previ-
ously. Carr, Bae, and Lu (2006, p. 267) pointed out that “[eJmpirical studies that focus on
different sets of communities and employ different research approaches are needed to better
understand the implications of substantial reorganization of local governments.”

Carr and Feiock (1999) offered possible explanations for their conclusion that no link
was observed between consolidation and economic improvement—at least none that may be
useful to think about in the Pittsburgh context. Accepting as plausible that consolidation does
improve the professionalism, planning capacity, and the legal, jurisdictional, and financial
resources available to local government, they asked why that is not translated into greater eco-
nomic growth. They posited two broad explanations: first, that consolidation may reduce some
of the inefficiencies of the economic-development process stemming from competition among
local governments and booster organizations in a region. That is, the region may not bid up
incentives for attracting new jobs and may not provide duplicative services but may instead
experience the same amount of development that would have occurred anyway but at lower
public cost. Second, the charters put to the voters may involve so many compromises to help
passage that there is insufficient consolidation and integration of functions necessary to over-
come a fragmented approach to regional economic development. Leaving many municipalities
and special governments out of a consolidation attempt may thwart the realization of metro-
politan planning and coordination of economic-development efforts.

Other scholars might suggest that entirely different variables could account for these
studies’ inability to identify convincing effects. For example, in a study of a large economic-
development program in Minnesota, Margaret Dewar (1998) determined that the program’s
success or failure was attributable in large measure to what she termed bureaucratic and politi-
cal imperatives. That is, politicians responding to their constituencies and the need for quick
results and bureaucrats sensitive to the needs of their bosses and norms of bureaucratic behav-
ior (not the least of which is survival) will shape and form economic-development activities and
programs in ways that likely have little to do with technical efficiency.

We end here by returning to a provocative observation from the studies: Consolidated
regions that showed statistically significant improvement in economic-development rates per-
formed at least as well as the average trends for the state where they were located. While
researchers viewed this as the absence of success, it also suggests that these regions would have
lagged behind the progress in their respective states without these significant improvements.






CHAPTER FOUR

The Economic-Development Case

This chapter turns to the main focus of our discussion of consolidation: whether it fosters eco-
nomic development. It begins by laying out what are seen as the goals of economic develop-
ment and turns next to ways of measuring economic improvement.

The Goals of Economic Development

The generally acknowledged goal of economic development is a healthy economy. Tradition-
ally, that has meant that economic-development departments and boosters were tasked with
attracting new jobs to a region, primarily from firms and institutions outside of the region.
However, a number of elements of a region contribute to a healthy economy, and each element
can be a focus of improvement efforts that contribute to successful economic development.

Among the most important elements are general quality-of-life conditions, such as cli-
mate, quality of schools, crime, recreational opportunities, tax burdens, infrastructure (such as
transportation, sewage treatment, and water supply), housing availability and pricing, and cul-
tural and recreational opportunities. All of these elements contribute to a community’s attrac-
tiveness, and many are measured in the frequently published ratings of best cities or regions in
the country. (See, for example, Sperling and Sander, 2007; Savageau, 2007.)

Another set of important elements includes the region’s actual and potential workforces.
Most economic-development organizations track demographics and skill mix of workers, and
growth in people or jobs generally has been seen as a positive indicator of economic develop-
ment. Often, special attention is paid to the needs of one sector or another (high-tech jobs, for
example) or to specific demographic groups (need more, younger workers in a region).

A third key aspect of a healthy economy is the type and range of existing businesses and
institutions and the nature of commerce in a region. Increasingly, those responsible for eco-
nomic development point to the importance of nurturing firms and institutions already in the
region and helping firms increase their capacity to grow and innovate within the region. This
is sometimes referred to as being a business-friendly or hassle-free community.

It is useful to note these different bundles of economic activity and the environment in
which they operate because, as we look to the potential effects of city-county consolidation on
economic development, we want to remember that there are many aspects of the everyday care
and feeding of the economy that may not fall into traditional concepts of economic develop-
ment but that consolidation might nevertheless affect—thus indirectly helping or hurting the
regional economy’s health.

21



22 Government Consolidation and Economic Development in Allegheny County and the City of Pittsburgh

Identifying the elements of a healthy economy leads naturally to a set of goals for eco-
nomic development. We group these into three bundles: Nurture the existing economy; attract
new business firms and institutions to the region; and maintain and enhance the attractiveness
of the workforce.

Nurture the Existing Economy

Improve schools, reduce crime, reduce tax burdens, improve cultural and recreational opportunities,
reduce congestion, increase the diversity and affordability of housing choices, and maintain a safe
and plentiful water supply are examples of goals that may be spread among various governments
and institutions in the region. Rarely would these be the goals of an economic-development
department, per se, but progress on such goals as these reinforces and amplifies the specific
goals of the economic-development professionals. To the extent that consolidation of a city
and county would be expected to lead to measurable improvement in goals such as these, one
would expect an indirectly positive effect on the regional economy.

Similarly, goals that focus on making it easy for existing businesses and institutions to
develop and grow (such as improving information sharing among small businesses and gov-
ernment, streamlining the process for acquiring various permits, reducing barriers to expan-
sion, and simplifying rules and regulations for business operations) support the larger goal of
regional economic development—whether or not an economic-development department or
authority is involved. The goal is to make the process for business establishment and growth as
transparent as possible.

Another essential part of the goal structure for economic development is to help exist-
ing businesses or start-up businesses innovate and blossom. Providing incubator facilities and
investment funds through such organizations as the Pittsburgh Life Sciences Greenhouse are
examples of this. As one observer put it during our interviews, 10 years from now, many—
perhaps even a majority—of the employees in the region will work for firms that do not exist
today.

Attract New Firms and Institutions (Jobs) to the Region

This, of course, is what most people think about when they think about the mission of eco-
nomic development. The focus is outside the region and typically, but certainly not exclusively,
on larger firms seen as drivers of an economy. Traditionally, but perhaps less so now, this is
where site-selection consultants and other intermediaries play large roles. The number of firms
looking to move very large numbers of jobs, however, is quite small. Although such firms can
be extremely important to an economy, the likelihood of bringing a very large employer to a
region is therefore very small also. Nevertheless, since the most common metric for success in
economic development is job growth, the search for large employers outside the region long has
been a mainstay of economic-development efforts.

That focus has evolved as manufacturing jobs have declined and service jobs have
increased. Smaller and mid-sized firms are being sought, especially those with strong growth
potential, as well as firms in specific sectors that complement existing firms or build on com-
parative advantages of a region. A particularly popular thrust has been the search for high-tech
or knowledge-industry jobs, following the example of Silicon Valley and some other regions
of the country. But regions strong in other sectors seek to build on their strengths also, a good
example being the health-care sector in Pittsburgh.
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Clustering of interdependent firms may lower costs of production, and clustering of com-
peting firms may increase the number of suppliers (potentially lowering the cost of production)
and bring more customers who appreciate the diversity and selection of a particular product or
service. This economic concept of agglomeration economies seems to withstand the test of time
as more examples are studied and validated.!

Part of the arsenal of economic development has been the provision of various incen-
tive packages, such as tax abatement, publicly funded infrastructure improvements, and other
subventions. Grants scaled to the number of jobs created are not uncommon, and now some
regions even monitor the pace of job creation and pay only on verification that the number of
jobs promised is actually created.

Maintain and Enhance the Local Workforce

Economic-development professionals have always known that the nature and quality of the
local labor force is key to developing and maintaining a growing local economy. However,
it has only been in the past two decades or so that the focus of economic-development pro-
fessionals has broadened away from seeking firms that had jobs with desirable workforces to
attempting also to attract or create employees with desirable job traits. This search for talent
and human capital highlights the importance of various place-based characteristics of the local
economy (Currid, 2007).

The economic folklore is that, if you create the jobs, people will come. Nevertheless,
economic-development professionals have found that, if they do not pay attention to what
keeps the workforce in a region, they may lose that workforce. And, similarly, if the existing
workforce lacks the skills that are attractive to firms, some kind of retraining or upgrading of
skills is needed. This is a classic chicken-and-egg problem: “If we don’t have the jobs, we won’t
attract the workers. If our existing workers aren’t attractive to employers, we won't attract the
jobs.”

The Pittsburgh region knows these lessons all too well, having faced one of the more
dramatic declines in manufacturing jobs in the country while also generating one of the most
impressive potential new workforces in the graduates of its many colleges and universities.
However, keeping a greater proportion of graduates in the region, attracting graduates from col-
leges and universities outside the region, and attracting younger workers to the region remains
a formidable challenge—a challenge that presumably would be high on the list of goals for a
consolidated city-county government.

The goals for economic development can be stated in many complex ways, but the metrics
typically used to gauge success against these goals are relatively few. Tellingly, in the words of
one our interviewees, “No matter what they say about other goals, it always comes back to jobs,
jobs, jobs.” We now turn to a discussion of measuring economic improvement.

Measuring Economic Improvement

The strength of the economy and the success of economic development usually have been mea-
sured by only a few metrics—firm growth by sector, job growth, and net or gross product. As

1 See, for example, Currid (2007) for a recent study on how agglomeration economies are important to art and culture in

New York City.
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noted previously, however, success of a regional economy may be measured across many out-
comes that are related to a broad set of factors. Though challenging to identify and measure,
it is useful to track indicators both for regional outcomes and for contributing factors. Once
identified, these indicators establish a regional baseline, measuring the progress of regional
development, and even comparing a region to a set of benchmark communities. A number of
organizations in Pittsburgh track various metrics for measuring the economy, and it is not the
purpose of this report to replicate or extend that work.2 Rather, we briefly review measures here
in the context of thinking about how city-county consolidation might be assessed.

Table 4.1 presents some indicators of economic performance. Direct measures of eco-
nomic performance move with the economy (e.g., an increase in the number of jobs over a
period is taken as a direct reflection of a stronger local economy). Similarly, rising per-capita
income generally is thought of as desirable evidence of an improving economy—and one that
can support better government services. Alternatively, lower tax rates often are seen as a posi-
tive measure.

The absolute changes in indicators are important for a region to know, but the relative
changes are equally critical. Per-capita income may rise steadily, but does it surpass the rate of
inflation, increasing more quickly or slowly than surrounding communities, similar regions,
the state, or country? And even more subtly, is per-capita income rising simply because popula-
tion is declining, as appears to be the case in the Pittsburgh area?

Indirect measures of economic performance are those that are correlated with regional
economic success or failure. Demographic, cultural, and environmental conditions can
affect the perceived quality of a region, which, in turn, may affect economic-development
opportunities.

Unfortunately, few studies test the relationships between the factors in Table 4.1 and
the form of governance. We found evidence in the literature of a relationship between gover-
nance structure and three direct performance metrics. Sometimes the evidence supported a

Table 4.1
Economic-Performance Indicators

Direct Indirect

Employment and job growth rate Labor-force characteristics and skill mix
Unemployment rate Housing availability and price

Per-capita income School quality and educational opportunity

Quantity of building permits issued Infrastructure quality and efficiency

Median salary growth Environmental quality

Migration rates Business-friendly environment

Gross regional product Venture-capital investment

Tax and service-fee burdens Entertainment and cultural resources
Industrial mix Demographic distribution

2 For examples, see PittsburghToday (undated) and Pittsburgh’s Future (undated).
3 See, for example, Miller (2007).
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positive relationship with consolidated governance, other times with fragmented governance,
and occasionally with both types of structures. We briefly describe the empirical support for
some of these factors next.

* Employment and job growth rate: Feiock and Carr (1997) found a positive but statistically
insignificant relationship between the number of jobs pre- and postconsolidation.

* Per-capita income: There is positive but not statistically significant evidence of a relation-
ship between government consolidation and income growth (Nelson and Foster, 1999).
Feiock and Carr (1997) suggested that their analyses strongly support increases in per-
capita income as a result of consolidation. Foster (1993) found inconclusive results linking
the two.

* Taxes and Service Fees: Researchers report some evidence in support of consolidated gov-
ernance and reduced taxes and service fees. The theoretical arguments go both ways. On
one hand, total costs may be reduced in consolidated governments through increased
efficiencies, translating into lower taxes and fees.* However, other researchers suggest
that people and businesses are better able to select their most effective mix of taxes and
fees when there are more governments in an area, since each can choose where to locate
within a region based on their preferred level of services and the associated costs (Adams,
1965; Isserman, 1976; Sjoquist, 1982; Nelson, 1987; Schneider, 1989). This argument is
frequently cited (though not exclusively) locally as the reason for flight from the city to
the suburbs and to adjacent counties.

The limited empirical evidence is mixed. Eberts and Gronber (1988), for example, exam-
ined the county and metropolitan-area relationship and their local-government expenditures
in local markets. They found negligible change or increase in costs caused by higher numbers
of single-purpose (consolidated) governments in an area. In general, the evidence mostly is that
consolidation is not likely to reduce taxes and fees.

Thus, as discussed earlier, the case for or against city-county consolidation has to be made
on grounds other than scientific empirical research.

Elements of the Economic-Development Case

Through readings and interviews, we have identified several characteristics that are cited fre-
quently as support for the proposition that city-county consolidation can improve regional
economic development. These salient elements of the economic-development case are listed in
Table 4.2. We have referred to them earlier in our review of the literature, and most were men-
tioned in each of our interviews. Although we cannot readily measure differences in these ele-
ments with and without consolidation, certainly it is the perception of practitioners, theorists,
and involved citizens with whom we have talked that these results of consolidation can and do
make a difference in economic performance.

4 See, e.g., see Stephens and Wikstrom (2000), Nelson (1986), and Eberts and Gronberg (1988).
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Table 4.2

Salient Elements of an Economic-Development Case

Category Element
Unity of leadership One accountable decisionmaker

Common vision; speak with one voice
Greater regional stature
Improved access to state and federal money

Increased planning and development capacity More-comprehensive planning and coordinated land-use
regulation
Improved public-private cooperation
Larger legal and resource base for attracting and supporting
development
More-sophisticated economic-development capability

Simpler regulatory procedures for business Clarity of authority
Improved transparency
Streamlined permit processing

Reduced intergovernmental competition Less-fragmented governance
Fewer inefficient economic-development subsidies

Unity of Leadership

This is a broad category that centers on the notions of clarity and rationality. Virtually all our
respondents stressed the importance to economic development of having a common vision and
one clearly accountable decisionmaker. It is disconcerting to businesses and citizens when local
political leaders with different agendas appear to be impeding progress—granted, the defini-
tion of progress is in the eye of the beholder. Few businesses want to invest in a tumultuous
political environment in which uncertainty is high. County and city governments have differ-
ent constituencies, and, although they may cooperate in many ways, they usually have funda-
mental differences in purpose, scale, and style that sooner or later put them at odds with each
other in ways that are apparent to firms wanting to invest in the region.

Our respondents talked about this generally and in terms of large public-infrastructure
projects especially. “We never could have built the stadium.” “The racetrack never would have
located here.” “This redevelopment would not have happened.” These phrases were accom-
panied with the tag “unless we were consolidated,” or more directly, “as long as the city and
county leaders chose to go their separate ways.”

Some consolidated areas also tout enhanced regional stature, usually by population size,
from the simple fact of consolidation. “We went from being the 59th to 11th largest metro-
politan area in the United States,” or some similar improvement goes the refrain. We did not
find a lot of support for this argument, but regions do keep score against each other, and self-
image is important to economic development. Bigger is better, or at least bigger than we are at
the moment is better, is a common thread of economic development. Consolidation undeniably
provides bragging rights about size, but the size of the region was there before consolidation,
and, most likely, the relabeling of that size is not what brings increased economic development,
if it comes.

Enhanced access to state and federal dollars also is part of the case for consolidation.
However, our interviews provided contrasting arguments for this. The predominant argument
on the one hand is that funding may increase if a unified, coordinated case for economic
development is presented to funding entities for a region. However, we found a minority but
strongly voiced view that state or federal funding agencies may expect that a unified region will
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achieve efficiencies, thus enabling the entity to do more with less funding than two (or more)
entities would need separately. A corollary to this is the view we also heard, that governments
have many cooperative efforts already and that a new entity may look little different to state
and federal funders, thereby suggesting little change in state and local funding,.

Increased Planning and Development Capability

Whereas practitioners and locals who have been through consolidation tend to mention unity
of leadership frequently, the theorists and promoters of metropolitan government often cite
increased planning and development capability as a strong argument for consolidation. As part
of their examination of the consolidation of the City of Jacksonville and Duval County, Flor-
ida, discussed earlier, Carr and Feiock (1999) found that dealing with one consolidated gov-
ernment improved the available planning capacity and the legal, jurisdictional, and financial
resources available. With these additional resources, the consolidated government’s planning
was enhanced, and coordinated development across the area became more feasible.

In a broader look at governance and economic performance, Hamilton, Miller, and Paytas
(2004) found that governance affects the long-term competitiveness of a local economy. They
argued that governance does not determine economic outcomes directly but reduces a region’s
ability to adapz. This is another version of the capacity or capability argument.

Indianapolis is cited as an example in which consolidation encouraged the formation of
public-private partnerships for economic development and increased success in obtaining devel-
opment grants (Rusk, 1993, as cited in Feiock and Carr, 1997). In short, the argument says that
increased resources and a common vision yield a more sophisticated economic-development
strategy—such as enhanced public-private partnerships—and thus lead to greater economic
growth. Although the empirical studies and techniques for validating that logic chain have not
kept pace with the perceptions that it is correct, we found general support for that chain of
logic in our interviews.

Simpler Regulatory Procedures for Business

Economic-development professionals place high value on the extent to which a region is a
business-friendly community. How difhicult is it for a business to obtain information about
permits, zoning, taxes, incentives, and so forth in a locale? When an issue arises, how many
decisionmakers control or contribute to its outcome? There is some evidence that fragmented
governance can have negative consequences for new development when the fragmentation
adds to confusion, delays, and uncertainty due to the need to gain approvals from multiple
departments (Feiock, 1994). With multiple governments, the number of approvals and permits
is increased, extending the approval process for some types of development (Feiock and Carr,
1997). Wolfson and Frisken (2000) found empirical support for regional approaches to local
governance allowing for more-effective decisionmaking processes. (See also Lembeck, Kelsey,
and Fasic, 2001.)

The studies in this area suggest that consolidated or regional approaches to governing
the economic-development function may create environments that are friendlier to busi-
nesses. However, as we noted eatlier, our respondents both inside and outside the Pittsburgh
region suggested that economic-development professionals working with many governmental
units find workarounds to get things done, sometimes creating an illusion of unity and trans-
parency. These workarounds, however, can mask inefliciency and do not solve the need for
transparency.
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One community, for example, assigns one individual to work with a firm all the way
through the process of expressing interest in expanding or bringing jobs into the region, helping
the firm get whatever new license, zoning change, building permit, tax incentive, or whatever is
required to begin operations. This approach is contrasted to another approach to streamlining
the permit process: one-stop shopping. Here, the goal is for applicants, especially for property-
related information and permits, to go to only one location, where all the applicable permits
can be processed. Whatever approach is used to streamline the process, economic-development
staff tend to adapt and to eliminate the barriers to speedy, effective processing where they can.
Nevertheless, despite the creativity of various workarounds, a reasonable case can be made that
consolidation can improve economic-development regulatory procedures.

Reduced Intergovernmental Competition

There are at least two parts to this element of the case: (1) less-fragmented government will lead
to improved economic development, and (2) the region will not provide inefhcient subsidies
resulting from local competition for new development.

Starting with the second part, multiple jurisdictions within a local area result in a market
of governments that allows companies interested in the area to pit local government units
against one another (Lind, 1997). Although this may ultimately result in better tax exemp-
tions or other incentives for a specific firm, the larger regional effects may be negative rather
than positive. For example, a firm may take advantage of a local-government offer to provide
tax abatement as well as to provide a new road that parallels an underused road in an adjacent
municipality. That firm may benefit, but creating overcapacity in a portion of a regional trans-
portation system with serious undercapacity in other areas where those resources could have
been used leads to a less desirable result for the region as a whole—and, following the logic—
unnecessary gridlock that may ultimately reduce the region’s attractiveness to growth.

The degree of intergovernmental competition can affect the level of taxes in a region,
as already noted, in addition to affecting economic development. A jurisdiction relying on
business-income taxes within its boundaries to provide services, for example, has incentives to
compete with neighbors near and far to sustain or increase its own revenues. Such competi-
tion can have a deleterious effect on economic development when businesses pit jurisdictions
against each other to obtain tax breaks that may negate benefits to local taxpayers or absorb
scarce local-government resources of time and money used to vie for development projects.
The conclusion that resources used for economic development will be better deployed under
jurisdictions in which there is less local-government fragmentation and accompanying local-
government competition has strong appeal.



CHAPTER FIVE

Consolidating the City of Pittsburgh and Allegheny County

We now turn to assessing how the elements of the economic-development case fare in the
Pittsburgh—Allegheny County setting. Conceptually, we want to retrace the arguments and
assess where the balance might fall specifically for Pittsburgh—Allegheny County. We begin
with a simple recounting of the elements of the economic-development case set forth in Table
4.2 in Chapter Four. Table 5.1 shows the elements based on our assessment of the body of
evidence of differences that might show up when comparing an unconsolidated City of Pitts-
burgh and Allegheny County to a consolidated entity These assessments are based on the theo-
retical and empirical literature, case studies, and interviews with practitioners. Our intent is to
signal the direction of change, if any, and the intensity that might be expected. Since there is so

Table 5.1
Elements of an Economic-Development Case and Anticipated Effect from Consolidation of the City
of Pittsburgh and Allegheny County

Anticipated Effect of Consolidation

Element

Characteristic

on Characteristic

Unity of leadership

Increased planning and
development capacity

Simpler regulatory
procedures for business

Reduced
intergovernmental
competition

One accountable decisionmaker

Common vision; speak with one voice
Greater regional stature

Improved access to state and federal money

More-comprehensive planning and
coordinated land-use regulation

Improved public-private cooperation

Larger legal and resource base for attracting
and supporting development

More-sophisticated economic-development
capability

Clarity of authority

Improved transparency
Streamlined permit processing
Less-fragmented governance

Fewer inefficient economic-development
subsidies

Greatly improve
Greatly improve
No change
Likely no change

Improve

No change

Improve

Little or no change

Improve
Improve
Little or no change
Improve

No change
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little empirical evidence to guide us, these assessments obviously are our informed judgments
based on the information we collected and reviewed. We discuss the elements in turn.

Unity of Leadership

Having one accountable decisionmaker is among the strongest arguments that consolidation
will improve economic development over time. Both theorists and practitioners cite enough
examples of success to make this a reasonable hypothesis. Case studies and interviews provide
evidence of stagnating development that resulted when a mayor and county executive were out
of step or actively engaged in competition. In these cases, consolidation provided a single leader
who was able to broker development that had not been possible in the past. At present, two
officials who work well together lead the City of Pittsburgh and Allegheny County. However,
this has not always been the case, nor is there any reason to believe that a mayor and executive
will be politically or philosophically united on economic-development issues. The case is mar-
ginalized somewhat by the fact that a consolidation of the City of Pittsburgh and Allegheny
County government is only one step in the direction of having one accountable decisionmaker.
With the large number of municipalities not included in such a consolidation, the county—Iet
alone the region—still will have more than 100 municipal leaders, each with a constituency
to be served. Nevertheless, this argument is compelling based on the information we collected
and reviewed.

The notions of a common vision and speaking (comparatively) with one voice and the
notion of one accountable decisionmaker are parts of the same fundamental argument. The
argument is appealing intuitively and again was validated through case studies and practi-
tioner interviews. It has advocates in regions where consolidation has taken place, generates
regrets about fragmented decisionmaking from observers in regions where consolidation has
not taken place but is seen as desirable, and has promoters of regionalism in general behind it.
The argument falls into the broader class of a search for clarity and rationality. However, lin-
gering beneath all these arguments is the question of whether progress would have been made
anyway with or without consolidation or may just have taken longer to achieve the same out-
come. As already discussed, we lack the empirical evidence to be definitive on the topic, but
the weight of evidence suggests that consolidation can have a large effect on creating a more
unifying voice for a region.

Our judgment is that these first two characteristics under unity of leadership would
make a strongly positive difference in the Pittsburgh—Allegheny County case. The Pittsburgh
region—despite frequently voiced self-doubts—is a major urban region in the United States
with many assets and strong public-private partnerships. But fragmentation does complicate
economic development across the county, and the city and county per force must serve dif-
ferent constituencies, inevitably leading to political differences about economic-development
strategies as a structural matter. Thus, although these two elements are by no means the whole
case for or against consolidation of the city and the county, they suggest a noticeably positive
outcome for economic development under consolidation.

As discussed in Chapter Three, the regional-stature issue is mostly a feel-good issue that
can help local boosters and can make the region’s population feel more positive about the
region. The most common thread of this argument is that consolidation will improve a region’s
ranking in population listings and thus attract more attention to prospective economic devel-
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opment in the region. Our respondents and economic-development professionals, however,
did not feel that using the county population figure (resulting from the consolidation) would
materially affect economic development. Seasoned economic-development professionals know
how to decipher population data, and the region already has population figures that are much
larger than the simple combination of the city and county statistics. The population of the
Pittsburgh MSA, for example, is about 2.3 million, already substantially greater than Allegh-
eny County’s 1.2 million. And in this age of the Internet, anyone can access the fact quickly
that the population in both those areas has been declining. There is no compelling case in the
literature or from experts that a greater regional stature stemming from consolidation will have
any measurable impact on future economic development. Thus, our judgment is that, on this
characteristic, one could expect the same economic-development future with or without con-
solidation. But we note that the region starts from a strong base already. Despite population
and job declines, Pittsburgh has many attractions for economic development, and those attrac-
tions can be exploited with or without consolidation.

Improved access to state and local funding is—as they say—too close to call. The evidence
for this judgment is from economic-development experts in the region and state. Some Pitts-
burgh observers suggest that a combined Pittsburgh and Allegheny County would gain better
access to the statehouse in Harrisburg. Other observers expressed skepticism that this would be
the case. All the individuals we interviewed who take part in seeking money from the state and
federal governments said that they felt that the cooperation in approaching outside funding
sources was reasonably good in the Pittsburgh region. They doubted that consolidation would
lead to increased funding—despite suggestions that this might be or has been the case else-
where. Finally, as noted in Chapter Three, some experts suggested that federal and state fund-
ing could go down if funding sources perceive that the larger entity is better able to take care of
itself. We did not pursue this issue with legislators or federal or state funding sources. However,
based on what we heard from those with whom we did talk, our judgment is that consolidation
likely would lead to little change in either access or likely amount of economic-development
funding directly or funding that indirectly would help economic development. Thus, we show
likely no change in Table 5.1 on the characteristic of improved access to state and federal funds
under the element or category of unity of leadership. Our judgment could change if more
municipalities were included in a consolidation, because—almost by definition—many of the
smaller municipalities could gain increased access through the larger government.

Increased Planning and Development Capacity

On balance, we would expect to see modest improvement in economic development when
measured by change in the characteristics grouped under the category of increased planning
and development capacity. As noted already, the Pittsburgh region has significant examples of
public-private cooperation, and we do not see consolidation of the city and county as changing
that noticeably, nor did we hear talk of that in our interviews with local practitioners. However,
most of our respondents (and we) do see opportunities for some modest improvement in terms
of more-comprehensive planning and coordinated land-use regulation, somewhat more sophis-
ticated economic-development capability, and the potential power of a combined resource base
for attracting development.
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The SPC undertakes substantial regional-planning efforts in fulfillment of its responsi-
bilities as a federally mandated metropolitan planning organization, and, as of this writing,
Allegheny County is launching a major update of its general plan. The City of Pittsburgh
historically has had a robust city-planning capacity that is now somewhat diminished, given
fiscal constraints. Based on the literature on regional development and some empirical studies,’
combining the city and county does provide an opportunity to strengthen comprehensive
planning for the city and county and to improve coordination of land-use regulations. Even
recognizing that most of the authorities that affect economic development, such as the city’s
Urban Redevelopment Authority, would not change, combining the city’s and county’s plan-
ning and economic-development efforts sets a stage for increased coherence in planning efforts
and thus, indirectly, increased coherence in economic development. Our assessment in Table
5.1 suggests modest improvement, which also reflects what we heard from local experts in our
interviews. There would be a larger difference if more of the other county municipalities were
involved, especially since there is a strong perception that conflicting or inadequate land-use
regulations across the municipalities hinder economic development.

We also see modest opportunity for improvement that can come from a larger legal and
resource base for attracting development. Based on the literature and interviews with practi-
tioners, this argument mostly flows from the potential reduction in competition and poten-
tial increase in coordination between city and county, as well as the increased presence that a
combined city and county could make compared with other counties in the region and other
regions in the country. However, Pittsburgh and Allegheny County already have significant
economic-development presence, albeit fragmented somewhat, across several institutions. Con-
solidation should help sharpen and clarify economic-development goals and programs and, in
doing so, potentially create opportunities for more funding to support economic development,
but we suspect that any increase would be modest.

Finally, we also see opportunity, as do some of our respondents, for increased sophis-
tication in economic-development capability from consolidation. This argument enters the
literature in circumstances in which there are large differences in capability between the enti-
ties being consolidated and the underresourced areas gain an immediate boost with consoli-
dation. That is not the case in Pittsburgh. But the complex and evolving array of counties,
cities, authorities, and regional planning organizations, let alone the state and federal govern-
ments, involved in economic development in southwestern Pennsylvania can be overwhelm-
ing to someone either trying to understand options for bringing economic development to the
region or trying to fashion sensible programs to attract development. Combining the city and
the county is a small step that can help rationalize economic-development efforts of the two
separate entities and their interactions with the many players in economic development, as well
as yield, potentially, more-powerful and -coherent strategies. The area of workforce develop-
ment, to pick only one example, might be a case in which a combined city and county speaking
as one voice with reach across the entire county could fashion more-sophisticated approaches
than each entity would do alone—even though almost any economic-development program
undertaken by the separate entities can be characterized as involving cooperation or coordina-
tion with the other entity as appropriate now. Thus, we do not want to overstate the case; but
we do see a possible positive effect from consolidation on this characteristic of the case.

1 See, for example, Brookings Institution (2003).
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Simpler Regulatory Procedures for Business

The most common comments we heard about regulatory procedures as impediments to eco-
nomic development in the Pittsburgh region centered on navigating procedures across two or
more municipalities—for example, when undertaking a development that would cross bound-
aries or installing an infrastructure project that crosses boundaries. Consolidation of the city
and county could ease those impediments, perhaps with a redesigned property-development
permit-processing procedure. But the literature and interviews did not yield salient examples in
which the permitting process for property-related matters as between the city and the county
alone was a serious impediment. What we heard tended to be focused on issues outside the
City of Pittsburgh (although, in some eyes, the recent casino-development process revealed
opportunities for improvement). We would not expect much change toward a streamlined
property-development permit processing with a city-county consolidation without a whole
new program designed by the new entity with streamlining specifically in mind.

There seems to be a common perception among local experts that economic-development
assistance writ large in the southwestern Pennsylvania area (e.g., getting business licenses easily,
accessing tax-abatement programs, receiving subsidies for infrastructure improvements, gain-
ing entry to workforce-improvement programs) is difficult to understand and the processes
difficult to navigate. That is a problem on which the region needs to work with or without city-
county consolidation. But for the mainline property-development functions, a consolidated
entity would need to introduce far more-sweeping reforms than just a combination of offices
to make a dent in the perceived problem. And even then, with so many other permitting agen-
cies not involved in the consolidation, we judge, in concert with most of our respondents, that
city-county consolidation likely would produce little change on this metric.

However, for the two other characteristics in this category, clarity of authority and
improved transparency, consolidation provides an opportunity for modest gains based on our
assessment of the literature. The clarity-of-authority argument is similar to the unity-of-lead-
ership one except that it is focused on outsiders to a region. In particular, clarity of authority
makes it easy for businesses and others, who do not know the region’s politics, to identify a
focal point for entry into the system and to track relevant policies and practices. Although the
specific policies of the City of Pittsburgh are not always germane to someone trying to locate
or grow a business in a suburban municipality still within Allegheny County, consolidation
can reduce an important layer of confusion about points of entry into the system and smooth
the distinctions between development in or outside of the current boundaries of the City of
Pittsburgh. We say this acknowledging that other municipalities within the county and other
towns and counties within the region taken together still make the Pittsburgh region one of
the most fragmented metropolitan regions in the country when measured by number of gov-
ernance units.

Under consolidation, the theoretical literature points to some possibility for improved
transparency in processes relative to economic development. In the age of agency Web pages
and electronic government services, citizens and participants in the community are provided
with tremendous amounts of information, but few have the time or inclination to compare
regulations and programs across jurisdictions or to create a road map on their own of all the
regulations or programs that might be relevant to their proposed actions. Those who do search
both the city and county Web sites for relevant information can struggle with similar-sounding
names for different activities or an unrecognized name for an activity that would be relevant to
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their needs. For the most part, the city and the county are not going to provide pointers to all
the other relevant jurisdictions or programs that may be relevant.

Accordingly, the opaqueness of processes is one reason that there are economic-development
professionals in the city and county and in the various nongovernmental-organization
economic-development support groups. Still, firms and institutions must be able to do large
parts of the job on their own. Reducing two entities with large regulatory roles to one entity
and then making sure that the regulatory schemes are not just layered on top of each other
with no change has the potential to increase the transparency of government and, in the long
run, improve economic development. Even mindful of implementation issues that arise in
combining regulatory schemes, as well as the danger that a larger entity can add bureaucratic
roadblocks, we think that consolidation of the City of Pittsburgh and Allegheny County could
yield improvement on the metrics of clarity of authority and improved transparency.

Reduced Intergovernmental Competition

The theoretical literature on governance notes a hypothesized negative impact of intergovern-
mental competition (from fragmented governance) on economic development. Local inter-
views throughout the region spoke to the topic as well, but we heard relatively little—which is
not to say nothing—about the competition directly between the city and the county. Repre-
sentatives of the city and county point out that they have different constituencies to serve but,
in the end, want the region to grow. Therefore, a job outside the city but within the county
or a job outside the county but within the region is better than no job in the region at all, so
the saying goes. But as already noted, the Pittsburgh region is a large place with lots going on.
Simply fulfilling duties to their constituencies creates competition between the city and the
county. That is especially true for the county, since it must support all the municipalities in its
boundaries. It cannot be Pittsburgh-centric and survive in the long run.

It is extremely hard to measure the degree that economic-development competition
between the city and county may be destructive rather than healthy. Our judgment is that
consolidation will reduce somewhat the competition between the two entities but that, when
viewed from the perspective of the region as a whole, there likely will be no or very little dis-
cernable change in intergovernmental competition.

The metric of reducing inefhcient development subsidies comes primarily from the theo-
retical literature. The practical reality comes from multiple municipalities bidding up the sav-
ings to firms entering the region or seeking to enlarge within the region but not necessarily
within the same jurisdiction. A recent case perceived to be on point—we did not verify the
details of the cases made—in the Pittsburgh region is the expansion of part of the Westing-
house Corporation. A planned expansion ended up in a neighboring county within the region,
not Allegheny County. The extent to which Allegheny County should have or even could have
provided enticements to keep the expansion within the county was the subject of considerable
public speculation during Westinghouse’s decisionmaking process. The point for our purposes
is not whether the outcome was correct but that the reality is that jurisdictions will compete
for jobs and tax base, and theory suggests that, in the end, competition will bid up the cost of
subsidies to local government.

We conclude that this characteristic would show no discernable change with or without
consolidation because, as far as we could determine, consolidation of only the city and county
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would not materially change the nature of the competition among jurisdictions in the region
in such a way that economic development would clearly be enhanced. Consolidation among
the county, Pittsburgh, and more of the other jurisdictions in the county likely would have
some measurable effects. But the Westinghouse expansion is a cautionary tale in that regard.
Competition among the counties in the region would continue even if all the jurisdictions
within Allegheny County were consolidated with the county. The recognition that southwest-
ern Pennsylvania competes with other regions in the United States and should be perceived,
planned, and promoted as a region is voiced, but that does not stop localities within the region
from seeking what they think is best for themselves. This reality attenuates one’s ability to sug-
gest the degree to which reduced intergovernmental competition within parts of a region will
bring enhanced economic development to that part of the region.

Putting the Case Together

Our analysis suggests that some characteristics of each element of the economic-development
case for consolidation could make a contribution to improved economic development of the
Pittsburgh region. One accountable decisionmaker providing the leadership and discipline to
generate a common vision and the opportunity for the region to speak with one voice regard-
ing economic development has potential to enhance the region’s economic development. Many
observers, academics and practitioners alike, believe that consolidation can bring increased
capacity to deliver improved land-use planning and economic-development services to a region,
and that appears to be possible in the Pittsburgh region. Finally, consolidation holds a promise
of improving the transparency of governmental economic-development operations and poten-
tially reducing some of the ills of fragmented governance.

The direction and strength of elements of a possible case for improved economic develop-
ment through consolidation that we have identified are noncommensurable. We are not pro-
posing that one simply sum the elements that are hypothesized to improve with consolidation
and declare the case to have been made. The elements overlap somewhat and could not sur-
vive a rigorous factor analysis as truly independent factors. They are distillations of arguments
found in the literature, case studies, and interviews with practitioners and experts. The direc-
tion of a change is based on the body of evidence; however, the magnitude of the impact is our
subjective judgment based on the same evidence. Perhaps most importantly, Table 5.1 leaves
out an element—empirical evidence or empirical proof of effect—that some might weigh more
heavily than qualitative inferences.

Also, as already noted, any number of weighting schemes could be applied that would
change a naive interpretation of the number of elements hypothesized to improve under con-
solidation. But for us, calling out some elements of a case and setting forth subjective magni-
tudes of a change is a way of sharpening the debate and squeezing the empirical evidence and
subjective inferences into metrics through which informed citizens can agree or disagree about
the effects of some factor, thereby improving their discourse on future public policy.






CHAPTER SIX
Conclusions

So, putting our analysis and subjective inferences together, where do we come out on the ques-
tion of whether consolidation of the City of Pittsburgh and Allegheny County has a reasonable
probability of improving the region’s economic development? We would argue that some posi-
tive changes are within grasp. Even if not demonstrable empirically in other settings, key signs
point to some version of consolidation as being helpful. First, improved policy direction and
unity of leadership seems within grasp, and our judgment is that this can have a positive, although
likely roo difficult to measure, effect on economic development. Second, improved coordination and
sharpening of economic-development initiatives seems within grasp, and our judgment is that this
would have a positive, although again likely too difficult to measure empirically, effect on economic
development.

These conclusions come with two important caveats.

First, any such economic-development gains will require enhanced coordination and col-
laboration with the private sector. The consolidated entity still will have to deal with the need to
rationalize the myriad of economic-development efforts under way within the region, includ-
ing the worthy public-private partnerships and the perception of a bewildering number of
programs and agencies that seem to have some responsibility for the economic well-being
of the region. This is especially so as the community receives increasing evidence that rapid
response—whether to outsiders or insiders—is an unmistakable element of success in eco-
nomic development.

Second, it seems to us inescapable that fragmented regulatory processes and intergovernmen-
tal competition will remain drags on regional economic development if the consolidation scheme
involves only the city and county. We would argue that consolidation of the city and the
county likely is a worthwhile first step, but we recognize that, given the financial and political
effort involved to achieve any consolidation, many would argue that consolidation of only the
city and county sets the bar too low when assessing the overall returns.

37






APPENDIX
Interview Protocol

(Introduction: About RAND, study purpose, our research question, human-subject policy,
and information-disclosure statement.)

1.

How do you measure the success of the economic growth and development of your
region?

la. Why is that [are these] an appropriate measure(s) for your region?

1b. Should other regions measure the success of their regional economic development
this way or are these unique to your region?

How has your region been performing against those measures? [For the past five to 10
years].

What are the top three barriers preventing your region from performing even better
against these measures?

What are the top three action items you would recommend or have recommended that
should be undertaken to improve the economic development of your region?

Are the responsibilities for encouraging and supporting regional economic development
in your area consolidated in one or two governments or support groups /e.g., a cham-
ber of commerce or a nonprofit organization formed to promote the region] or fragmented
across many governments and booster groups?

5a. [If consolidated] Has consolidation helped foster regional economic growth and
development? If yes, how? If no, why not?

5b. [If not consolidated] Has fragmentation helped foster regional economic growth and
development? If yes, how? If no, why is that?

Is unity of leadership or lack thereof an important factor in the success or failure of
economic-development efforts in your region?

[Describe hassle factor as too many agencies exercising some kind of approval over doing
business in the region.] Does the hassle factor exist in your region?

7a. If so, in what way? How has your region worked to ease the hassle factor for
businesses?

7b. If not, why not? How has the region eliminated the hassle factor for businesses?

What regions compete against you for new jobs and new firms? What makes these
regions most effective when they compete against you?

39
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8a. Does the form of regional government of these areas affect their competitiveness? If
so, how?

9. Is there anything about regional economic development or city-county consolidation
that we haven’t discussed?

Thank you very much.
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