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Preface

In December 2003, the Program on Economic Opportunity at the Heinz Endowments
asked the RAND Corporation to continue to research issues of governance by exploring the
degree and nature of economic interdependence within Allegheny County. This report pro-
vides evidence on how Allegheny County’s 130 municipalities are interconnected, as people
commute across municipal borders to work, creating interregional economic flows. This re-
port is useful to community and business leaders who are engaged in meaningful discussions
about what it means to be a region.

This research was conducted within RAND Infrastructure, Safety, and Environment
(ISE), a unit of the RAND Corporation. The mission of ISE is to improve the development,
operation, use, and protection of society’s essential man-made and natural assets; and to en-
hance the related social assets of safety and security of individuals in transit and in their
workplaces and communities. The ISE research portfolio encompasses research and analysis
on a broad range of policy areas including homeland security, criminal justice, public safety,
occupational safety, the environment, energy, natural resources, climate, agriculture, eco-
nomic development, transportation, information and telecommunications technologies,
space exploration, and other aspects of science and technology policy.

Inquiries regarding RAND Infrastructure, Safety, and Environment may be directed
to:

Debra Knopman, Director
1200 S. Hayes Street
Arlington, VA 22202-5050
Tel: 703.413.1100, extension 5667
Email: ise@rand.org
http://www.rand.org/ise
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Summary

As part of its ongoing interests in economic development opportunities in southwestern
Pennsylvania, the Program on Economic Opportunity at the Heinz Endowments asked
RAND to explore the degree and nature of economic interdependence within Allegheny
County.

This report characterizes economic interconnections through the flows of earnings of
full-time workers who cross municipal boundaries in Allegheny County. Our analyses reveal
a dense web of economic flows that closely tie the municipalities of Allegheny County to the
City of Pittsburgh and to one another. We describe this economic interdependence among
the municipalities in Allegheny County and examine how the municipalities are intercon-
nected with the City of Pittsburgh.

The analyses of earnings are based on where people live and work. We construct
simple metrics to estimate the amount of earnings from workers who live and work within
their community and those workers who bring their earnings home from other jurisdictions.
Our analyses show that ten municipalities have estimated net deficits in earnings of more
than $100 million, with the City of Pittsburgh at over $5 billion. Another fifteen munici-
palities have net surpluses in earnings of more than $100 million.

The flow of earnings across municipal boundaries is used to describe the degree of
economic interdependence in Allegheny County. We find that 80 percent or more of the
total earnings flowing into county municipalities are generated by jobs outside a municipality
for 114 municipalities (88 percent). Further, 124 of municipalities (95 percent) in the
county “export” 60 percent or more of earnings from jobs within their municipality to non-
resident commuters. The amount of earnings flowing across the boundaries of municipalities
is not surprising given that, on average, only 13 percent of residents work within their own
municipality.

The City of Pittsburgh is the most financially distinctive municipality in the county
in terms of the amount of earnings exported outside its borders. The city alone accounts for
more than one-third of all exported earnings of the 130 municipalities combined. We find
that 63 municipalities (49 percent) “depend” on the city for 30 percent or more of the earn-
ings of all residents in a municipality. That means, for every dollar earned by residents in one
of these municipalities, 30 cents is generated by jobs within the City of Pittsburgh. Only
nine municipalities receive less than 15 percent of total earnings from jobs within the city.

This report describes the economic interdependencies among Allegheny County mu-
nicipalities for earnings. The information is an important input into discussions about the
economic viability of the region as municipalities struggle with budget issues and compete
for the same workers and jobs. Understanding how, and the extent to which, municipalities
depend on one another and the city can support the discussions currently under way about



x    Measuring and Understanding Economic Interdependence in Allegheny County

city-county consolidation, issues of taxation and tax sharing, and more generally, how to
make economic decisions as a region.
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Measuring and Understanding Economic Interdependence in
Allegheny County

Introduction

In December 2003, the Program on Economic Opportunity at the Heinz Endowments
asked the RAND Corporation to explore the degree and nature of economic interdepend-
ence within Allegheny County.

This report demonstrates that there is a dense web of economic flows that closely tie
the municipalities of Allegheny County to the City of Pittsburgh and to one another. The
web is created through vast numbers of workers in Allegheny County who live in one mu-
nicipality and work in another, meaning that enormous sums of income are flowing back
and forth across jurisdictional lines. Similar to the other municipalities, the City of Pitts-
burgh is integral to the web when it comes to attracting commuters. However, the city is the
lone exception in not “exporting” its residents as workers to other jurisdictions, with nearly
70 percent of city workers working within its boundaries, as compared with an average of less
than 15 percent of workers in the other municipalities working within their own municipali-
ties. Moreover, Pittsburgh is the economic engine of the county, with jobs in the city ac-
counting for over one-third of total commuter earnings in the county and at least 15 percent
of the commuter income in 116 of 130 municipalities.

The earnings interdependencies in the county have implications for a host of issues,
including how to manage economic development and growth in Allegheny County, which in
turn plays into decisionmaking about business location, taxation, and improving the quality
of life for residents. The prevalence of the inter-jurisdictional income flows shown in this re-
port suggests that communities have little control over their own prosperity, with their eco-
nomic fates inextricably tied to the fortune of other municipalities. A fragmented approach
to economic development may invite competition for the same slices of the existing
pie—whether in the form of jobs or residents—resulting in rearranging the slices but not
enlarging the pie.

The question of what it means to make economic decisions as a region is particularly
pressing today because of the fiscal pressures facing the city, county, and many of the mu-
nicipalities. This report provides a common understanding of how municipalities in Alle-
gheny County are economically interdependent in order to allow productive discourse about
what it means to be a region, and about which issues are local and which are more funda-
mentally regional.

We examine economic interdependence among municipalities based on an analysis
of earnings and employee flows across municipal boundaries. In this report, we analyze the
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economic interdependency of municipalities within Allegheny County and the nature of the
dependency of the municipalities on the City of Pittsburgh.

Measuring Income Flows and Economic Interdependence in Allegheny
County

RAND set out to analyze the economic flows and interdependencies by first collecting in-
formation on where people live, work, and what they earn.1 Using Census data and graphical
approaches, we describe the primary flows of median earnings of full-time workers employed
year round at a municipal level throughout Allegheny County. The data sources for the
analyses are further discussed in the Appendix.

Characterizing and Measuring Income Flows and Interdependence in Allegheny County

We begin by defining the three basic building blocks of the earnings analysis followed by ad-
ditional metrics used in the analyses: domestic, imported, and exported earnings.

Basic Building Blocks. Consider the mythical borough of Grand Fenwick. Earned in-
come flows to and from it in three ways. First, some residents of Grand Fenwick work within
the borough itself. We refer to their earned incomes as Grand Fenwick’s domestic earnings.
The rest of Grand Fenwick’s employed population work outside of the borough, in other
municipalities, and bring their paychecks home to Grand Fenwick. We will call these income
flows Grand Fenwick’s imported earnings. Finally, some residents of other municipalities are
employed in Grand Fenwick, and take their earnings with them back to their home cities,
towns, and boroughs. We will call these income flows Grand Fenwick’s exported earnings.

Let’s say that the median earned income of a Grand Fenwickian who is employed full
time is $20,000. Let us further assume that 1,000 Grand Fenwickians are employed within
the borough, and 4,000 are employed elsewhere. Then, the domestic earnings of Grand
Fenwick would be

$20,000  1,000 = $20,000,000,

and the imported earnings would be

$20,000  4,000 = $80,000,000.

Now let’s assume that residents of only one other municipality, Sunnydale, work in
Grand Fenwick. If the median earned income for an employed Sunnydale resident is
$25,000 and 500 people from Sunnydale work in Grand Fenwick, we can calculate Grand
Fenwick’s exported earnings as

$25,000  500 = $12,500,000.

____________
1 Earnings are estimated using U.S. Census data for median earnings in a commuter’s residential municipality. This as-
sumes that all residents in a municipality have a similar income distribution, whether they work in the municipality or
commute long distances. This assumption is made more on the basis of data limitations than on any belief in its validity.
However, the anticipated effect of this assumption is the understated interconnectedness of municipalities, since commuters
may be more likely to have higher earnings than noncommuters.
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Assembling the Blocks. The building blocks are used to generate key metrics for the
income flows. After calculating domestic, imported, and exported earnings for each munici-
pality within Allegheny County, we can begin to understand how income flows through the
county. We continue the process by computing two additional measures for each municipal-
ity.

Captured earnings represent the total of all the paychecks brought home by residents
of each municipality from jobs both inside and outside their home jurisdiction. So,

Captured earnings = domestic earnings + imported earnings.

Captured earnings are, in effect, the municipality’s total earned income from all its
residents who are employed full time, wherever their jobs may happen to be located. For
Grand Fenwick, captured earnings would be:

$20,000,000 + $80,000,000 = $100,000,000.

Generated earnings are the total of income from all jobs located within a municipality,
whether held by residents or nonresidents of that municipality. So,

Generated earnings = domestic earnings + exported earnings.

Recalling that Grand Fenwick’s domestic earnings were $20,000,000 and its ex-
ported earnings were $12,500,000, this would mean that Grand Fenwick’s generated earn-
ings total

$20,000,000 + $12,500,000 = $32,500,000.

Ratios for Understanding Economic Interdependence. We can now use captured
earnings and generated earnings to calculate two metrics of economic interdependence for
each municipality in Allegheny County. First, we can measure what we call the exported
earnings ratio, which is derived by dividing the municipality’s exported earnings by its gener-
ated earnings. In essence, this measure reveals the degree to which a community is a source of
income for the other municipalities in the county. A value of zero for a particular commu-
nity would indicate that there are no commuters to a municipality, while a value of 1.0
would result if a nonresident held every job in the municipality. So, higher numbers indicate
greater economic interconnectedness.

For a concrete example, the exported earnings for mythical Grand Fenwick would be

Exported Earnings ÷ Generated Earnings = Exported Earnings Ratio

$12,500,000 ÷ $32,500,000 = 0.385.

So Grand Fenwick exports 38.5 percent of all the income generated by jobs within
its boundaries.
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The second metric, the imported earnings ratio, measures how dependent each mu-
nicipality is on income from “out-of-town” jobs. It is calculated by dividing the imported
earnings of the municipality by its captured earnings; once again values closer to 1.0 indicate
a greater degree of economic interdependency.

Again, as an example, Grand Fenwick’s imported earnings ratio would be

Imported Earnings ÷ Captured Earnings = Imported Earnings Ratio

$80,000,000 ÷ $100,000,000 = 0.80.

This means that 80 percent of the total earned income flowing into the pockets of
Fenwickians is generated by jobs located outside the borough’s boundaries. This is a very
high ratio of dependency, but as we will see, it would not be at all unusual for an Allegheny
County community.

Residents and Commuters in Allegheny County

Before turning to the income analyses, it is helpful to examine the flow of workers
across municipalities without any earnings attached to their movements.

Figure 1 shows the proportion of residents in each municipality in Allegheny County
by workers who live and work in their municipality (who account for domestic earnings) and
residents of the municipality who work somewhere else (the workers who account for im-
ported earnings into a municipality).

On average, only 13 percent of residents work within their own municipality. Put
another way; over 85 percent of workers on average in Allegheny County commute outside
of their municipality to work. Of the 130 municipalities, only the City of Pittsburgh has
more than 30 percent “domestic” workers, with 69 percent of its residents living and work-
ing within its boundaries.2 Moon Township and Monroeville Borough have the next highest
proportion of domestic workers, with 30 percent of their residents working in their munici-
palities.

Figure 2 shows the proportion of workers in Allegheny County municipalities for
domestic (resident) workers in a municipality and those who commute into the municipality
for jobs. As in Figure 1, this graphic illustrates a lot of exchange of commuters between mu-
nicipalities in Allegheny County. On average, only 18 percent of workers live and work in a
municipality relative to all workers.3 Slightly more than half of the workers in Fawn and Re-
serve Townships are residents of those municipalities, although these represent relatively
small numbers of workers (roughly 200 domestic workers for the combined townships). The

____________
2 It is important to note that, in general, the larger the geographical or population size area considered, the smaller the per-
centage of workers who engage in interregional movement to seek employment.
3 Workers shown in Figure 2 include Allegheny County workers and workers from other areas outside the county who
commute into municipalities.
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Figure 2
Most Workers in Allegheny County Municipalities Live Elsewhere

Figure 1
Most Residents in Allegheny County Work Outside Their Municipalities
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City of Pittsburgh has an estimated workforce of 35 percent residents and 65 percent non-
resident commuters. More than 80 percent of the workforce in Moon Township and
Monroeville Borough commute into these municipalities from other areas.

Attaching Income to Workers in Allegheny County Municipalities

With the insight that there is a lot of inter-municipal commuting, we begin the analysis by
describing differences in the imported and exported earnings to examine patterns of income
generation in Allegheny County. Some municipalities export more income to other areas than
their residents import, meaning that more earnings leave the municipality than their resi-
dents bring in from other municipalities. These municipalities are referred to as net exporters
of earnings. Other municipalities export less income than they capture, which means that resi-
dents bring in more earnings from jobs in other areas than the earnings of nonresident work-
ers in that municipality take out of the municipality. These municipalities are referred to as
net importers of earnings.

In Figure 3, municipal net importers of earnings are shown in solid shades from
light gray to white for increasing earnings that are imported or brought into the municipality
relative to earnings that are exported to other municipalities, yielding net surplus earnings for
a municipality. Municipal net exporters of earnings are exporting more earnings to nonresi-
dent commuters than their residents import from other areas, yielding net deficit earnings for
the municipality. These municipalities are shown in dotted shades of dark gray to black, in-
dicating an increasing deficit between imported and exported earnings. Municipalities that
are roughly even in their net earnings are shown in solid medium gray. These municipalities
are roughly importing earnings equal to their exported earnings.

Figure 3 reveals interesting patterns of income in the county. Ten municipalities have
estimated net exported (or deficit) earnings of more than $100 million, and 15 municipali-
ties have estimated net imported (or surplus) earnings of more than $100 million.4 These
municipalities are presented in the table.

It is not surprising that the City of Pittsburgh is the largest exporter of aggregate
earnings to other areas after subtracting out the imported earnings of its residents, yielding a
net estimated earnings deficit of over $5 billion. The next largest sources of exported earn-
ings in the county contribute estimated net exported earnings of about $350 million to
commuters outside their municipalities. The first column of the table presents the ten mu-
nicipalities with net earnings deficits of at least $100 million.5 The right side of the table pre-
sents the top net importers of earnings in the county, again after subtracting the earnings of
nonresident commuters. Fifteen municipalities have net imported earnings of over $100
million.6 Note that total imported earnings do not equal total exported earnings since resi-
dents can earn income from municipalities outside of Allegheny County and nonresident

____________
4 As discussed in the appendix, no sample data are provided for small areas that do not meet specific criteria established by
the Census Bureau. In Allegheny County, two municipalities fall into this category: MacDonald and Trafford Boroughs.
5 Six municipalities have net deficits of over $50 million, and another eight have net exported earnings over $25 million.
6 Five municipalities have net surpluses of over $85 million, and another 25 have net imported income over $25 million.
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Figure 3
Some Municipalities in Allegheny County Have “Net Surpluses” of Earnings and Others Have “Net
Deficits” of Earnings (Imported Earnings Less Exported Earnings)
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Table
About One-Fifth of the Municipalities in Allegheny County Have Net Exported or Imported Earnings
Over $100 Million (Total Imported Earnings Less Exported Earnings)

Municipalities with
Net Deficits
over $100 Million

Net Exported
Earnings

Municipalities with
Net Surpluses
over $100 Million

Net Imported
Earnings

Pittsburgh $5.3 billion Mount Lebanon, Penn Hills $350 million

Monroeville, Findlay,
Robinson, Green Tree

$300–350 million Shaler, Upper St. Clair $250–290 million

Moon, West Mifflin $270 million Franklin Park, Plum,
McCandless, Baldwin

$220–240 million

O’Hara $170 million South Park, Bethel Park,
Hampton

$170–199 million

Harmar, Collier $110 million Whitehall, West Deer, Fox
Chapel, Elizabeth

$110–140 million
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commuters can live outside the county, thus taking income outside the county. However,
about 80 percent of Pittsburgh’s net exports (more than $4 billion) go to commuters residing
within the county.

Measuring the Interdependence of Earnings in Allegheny County

While the net surplus and deficit of aggregate earnings is important in understanding the
importers and exporters of these earnings, the interconnectedness of municipalities for earn-
ings can be better demonstrated using the exported and imported earnings ratios. As dis-
cussed earlier, the higher the imported earnings ratio, the higher is the proportion of income
earned by residents in a municipality coming from jobs outside of the municipality. Simi-
larly, the higher an exported earnings ratio for a municipality, the higher is the proportion of
income generated by jobs in a municipality going to workers who are not residents of the
municipality. Accordingly, as either of these ratios increases toward one, it indicates an in-
creasing amount of interconnectedness or interdependence with other jurisdictions.

Figure 4 presents the distribution of exported and imported earnings ratios for mu-
nicipalities in Allegheny County. The figure illustrates the degree to which municipalities in
the county are economically dependent on others for earnings—both as importers and ex-
porters for earnings for other municipalities.

Figure 4
Most Municipalities in Allegheny County Have High Imported and Exported Earnings Ratios

0

15

30

45

60

75

90

105

120

Less than 20% 20 to 40% 41 to 60% 61 to 80% More than 80%

Earnings ratio

N
u

m
b

er
 o

f 
m

u
n

ic
ip

al
it

ie
s

NOTES: The imported earnings ratio is the proportion of earnings coming into a 
municipality from outside jobs. The exported earnings ratio is the proportion of earnings
in a municipality going to commuters.

RAND TR200-4

Imported earnings ratio

Exported earnings ratio

Number of 
municipalities with 
imported ratios 
over 80%

Number of 
municipalities with 
imported ratios 
over 80%



Measuring and Understanding Economic Interdependence in Allegheny County    9

The imported earnings ratios are striking in that all except one municipality have ra-
tios higher than 60 percent. Indeed these are each 70 percent or higher, indicating that resi-
dents in these municipalities garner 70 percent or more of their earnings from outside their
own municipality. The City of Pittsburgh is the anomaly, with an imported dependency ra-
tio of about 30 percent, indicating that much of the earnings of Pittsburgh City residents are
earned within its boundaries and not imported in from other areas.7 Once again, the larger
geographical and population size of the city may contribute to the smaller percentage of
workers who engage in interregional movement to seek employment.

As shown in the bar graph, 114 municipalities have ratios of 80 percent or higher.
This means that 80 percent or more of the earnings of residents in municipalities in the
county are earned at jobs outside of that municipality. Figure 5 provides a view of the im-
ported earnings ratios by municipality within the county. Here, dark gray and black indicate

Figure 5
Imported Earnings Ratios Show Municipalities Depend on Income from Others
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7 In absolute numbers, however, the city’s imported earnings dwarf those of other municipalities. Estimated imported
earnings of city residents are over $1.2 billion from other areas. The next largest “importer” is half this.
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ratios of 90 percent or higher; lighter shades of gray indicate ratios between 70 and 90 per-
cent; the white in the center shows the City of Pittsburgh with the only ratio less than 70
percent, with an imported earnings ratio of 30 percent.

As shown in Figure 4, the exported earnings ratios also tend to be high, with 124
municipalities having ratios over 60 percent, meaning that at least 60 percent of the income
generated within these jurisdictions leaves their boundaries. Only two municipalities, South
Versailles and McDonald Borough, have exported ratios under 40 percent (about 25 percent
each). Figure 6 presents a graphical representation of the exported earnings ratios for mu-
nicipalities in Allegheny County. Higher exported earnings ratios are represented in dark
gray and black and lower ratios are shown in paler gray. The darker shading indicates that
more of the earnings generated from jobs in a municipality go to nonresidents of that mu-
nicipality, i.e., to nonresident commuters. Municipalities shown in white have exported de-
pendency ratios less than 70 percent, with all but four municipalities having ratios greater

Figure 6
Exported Earnings Ratios for Municipalities Show High Levels of Income Leaving Boroughs
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than 50 percent,8 meaning that well over half of the earnings generated in these municipali-
ties are exported to other areas by nonresident commuters to that municipality.

Is the City of Pittsburgh Important for Municipal Income?

The analysis thus far has focused on how Allegheny County municipalities are economically
interconnected based on earnings. We now turn to an examination of how jurisdictions are
interconnected to the city. The City of Pittsburgh is the most financially distinctive munici-
pality in the county, accounting for more than 35 percent of all exported earnings to the 130
municipalities combined9; nearly 80 percent of the city’s exported earnings are distributed
among the 129 municipalities in the county.10

We discuss the economic interdependency of surrounding municipalities and the city
to examine the effect of earnings from the City of Pittsburgh on the total captured earnings of
residents in a municipality—i.e., imported earnings plus domestic earnings—in terms of the
city earnings ratio.

The city earnings ratio examines overall municipal dependency on Pittsburgh for eco-
nomic earnings in the region through the ratio of earnings exported to the municipality from
the city relative to the total earnings captured by the municipality. If a municipality has a
significant source of commuter earnings from municipalities excluding the city and from its
domestic earnings, then the importance of imported earnings from the city will be low. Ac-
cordingly, the city earnings ratio reveals how interdependent a municipality is on city earn-
ings as a proportion of all earnings generated outside the municipality (i.e., earnings im-
ported into the municipality from any other area) and domestic sources of earnings from
residents who live and work there.

Figure 7 shows the distribution of the earnings ratio from jobs in the city for all mu-
nicipalities. The bar chart reveals that all municipalities receive at least some portion of mu-
nicipal earnings from the city relative to total income in a municipality. Four municipalities
have city earnings ratios of 50 percent or higher, indicating that at least half of their income
comes from the city. Sixty-three of the municipalities in Allegheny County have ratios higher
than 30 percent. This means that nearly half of the municipalities in Allegheny County rely
on earnings from jobs in the city for at least 30 percent of all earnings captured by that mu-
nicipality. About one-third of the municipalities rely on city earnings for between 20 and 29
percent of both commuter and total municipal earnings. And about one-fifth of the munici-
palities rely on the city for less than 20 percent of all municipal earnings, with only nine of
these municipalities having ratios under 15 percent.

Figure 8 provides a graphical illustration of a municipality’s dependence on the city
for earnings by captured earnings in the municipality. Higher ratios are depicted in darker

____________
8 Reserve and Fawn Townships each have ratios of about 45 percent; South Versailles Township and McDonald Borough
have ratios of about 25 percent.
9 The next largest generator of earnings represents fewer than four percent of all exported earnings among all such earnings
in the county.
10 The remaining 20 percent of the city’s exported earnings go to residents outside of Allegheny County.
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Figure 7
The City of Pittsburgh Provides Income to All Allegheny County Municipalities
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Fox Chapel, Edgewood, Wilkensburg, 
Mount Oliver, over 50%
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West Homestead, Etna, Pleasant Hills, 36%

Hampton, Bethel Park, 
Kennedy, Harmar, 29%

Richland, South Fayette, 
Sewickley, Plum, 24% 

shades of gray and black, becoming lighter with decreasing ratios.11 Mount Oliver, Wilkins-
burg, and Edgewood and Fox Chapel Boroughs each have ratios of 50 percent or higher.
One striking feature of the graphic is the darker gray ring of municipalities surrounding the
city and the similarly darker areas that follow key interstates and major routes north and
south, showing the importance of city earnings for these communities. Equally interesting,
however, are the locations of municipalities in lighter shades of gray, indicating a lower per-
centage of earnings stemming from the city. In particular, these include municipalities clus-
tered south of the Monongahela River, far north of the Allegheny River, and on the western
end of the county.

Conclusions and Observations

The descriptive analyses presented in this report show that Allegheny County municipalities
are economically interdependent. Based on the commuting traffic into and out of each mu-
nicipality, it is not surprising that each municipality exhibits high dependency ratios for both
exported and imported earnings. It is remarkable, however, the degree to which municipali-
ties are interconnected, with more than 80 percent of earnings on average leaving and enter-
ing jurisdictions across the county.
____________
11 The City of Pittsburgh is portrayed in white because, by definition, it cannot export earnings to its own residents.
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Figure 8
Municipalities Vary in the Proportion of Earnings Received from the City of Pittsburgh
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The income dependencies indicate that the welfare of each municipality is unques-
tionably tied to the economic fates of their neighbors. As municipalities compete for jobs or
residents within the county to bring these within their boundaries, then the dependencies
may shift, although probably only minimally given the overall degree of interconnectedness.
Indeed, even if the same people keep the same jobs and the net effect on individual income is
zero, such intra-county competition would have an overall negative economic impact if there
were costs to rearranging these slices, e.g., due to tax or monetary incentives to relocate. Be-
cause each municipality relies on its own tax base for revenues to provide services for its resi-
dents and businesses, they have an incentive to engage in this competition. The policy ques-
tion is whether this is a good strategy for the economic health of the region—should these
decisions be made locally by jurisdictions or is there a regional/county view that examines the
existing pie?

We looked at income generated within the City of Pittsburgh to understand the im-
pact of these earnings on municipalities in Allegheny County. The data show that the city is
unquestionably the most significant generator of earnings for municipalities within the
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county. The next largest earnings generator in the county contributes only 10 percent of
what the city supplies in earnings outside its own boundaries.12

Patterns of interdependence among the municipalities and the City of Pittsburgh
suggest significant economic interconnections based on city-exported wages alone. The City
of Pittsburgh sits at the center of the dense web of economic flows, providing jobs to 70 per-
cent of its own residents and accounting for over 30 percent of total earnings for almost half
of the municipalities within Allegheny County and at least 15 percent of the earnings for
more than 90 percent of those in all municipalities in the county. These findings provide a
basis to discuss the importance of the city to the economic viability of the region.

The fiscal turmoil in the City of Pittsburgh is creating many uncertainties. One re-
sult may be an exodus of residents and/or jobs to neighboring municipalities, rearranging the
slices of the pie and further eroding the economic health of the city. It may also result in the
loss of jobs to other regions if employers choose to locate or relocate in more financially
sound locales. One policy issue is whether the city’s status as the county’s overwhelming ex-
porter of jobs and income should earn the city special consideration in terms of recouping
some of this revenue. In particular, what are the implications of the findings in this report for
tax policy—is taxation a local or regional issue?

The discussions currently under way about city-county consolidation center on how
to think and act more regionally to lessen inefficiencies and inequities caused by multiple
layers of government. This same discussion can be extended to the 129 municipalities and
the many other governance structures within the county. Regardless of how “fragmented”
governance is within the county, Allegheny County is already deeply integrated economi-
cally, at least in terms of individual income, indicating that the county is a single “region” for
employment. Which functions and services, then, truly are “local”? Residents choose their
municipalities based on a number of factors, including access to work and the quality of
housing, schools, and services. What model provides the ability to balance local preferences
within a regional economic environment?

The question of what it means to make economic decisions as a region is particularly
pressing today because of the fiscal pressures facing the city, county, and many of the mu-
nicipalities. The descriptive analyses in this report begin to demonstrate the role that each
municipality plays in contributing to the economic viability of its neighboring municipali-
ties. The process of defining a region and a regional view is tied to these economic intercon-
nections. This report provides a common understanding of how municipalities in Allegheny
County are economically interdependent in order to allow meaningful conversations about
what it means to be a region, and about which issues are local and which are more funda-
mentally regional.
____________
12 The City of Pittsburgh has total estimated exported earnings of about $6.6 billion. Monroeville Borough has total ex-
ported earnings of about $690 million, and Moon Township has about $610 million.
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APPENDIX

Data Sources for Analyses

Where do people live and where do they work? The answer to this question has important
implications for economic interconnections within Allegheny County. It affects how wealth
moves within the county and how the municipalities are interdependent.

This research uses publicly available data to provide estimates of where earnings are
generated and where earners are domiciled within Allegheny County.

Commuter and Earnings Data

Both the commuter data and the earnings data contained in this report are derived from the
U.S. Census 2000 Summary File 3 (SF 3), which is collected on a sample basis from the
Census 2000 long-form questionnaire. SF-3 data, also known as “sample data,” are obtained
from questions asked of a sample, (generally one in six) of all households that have com-
pleted the Census 2000 short form. The responses from sample households reporting on
long forms are weighted to reflect the entire population.

Commuter data were obtained from a customized data extraction of commuter data
flows, which was prepared by the Pennsylvania State Data Center. This data extraction,
which is based on the Census 2000 SF 3, provided information specific to the individual
municipalities within Allegheny County and southwestern Pennsylvania region on each em-
ployee’s place of residence and place of work.

Earnings data were culled directly from the U.S. Census web site, which provided
sample median earnings on a municipality level. Earnings data are defined as “the sum of
wage and salary income and net income from self-employment for full-time, year-round
workers 16 years old and over who usually worked 35 hours or more per week for 50 to 52
weeks in 1999.” The median divides the earnings distribution into two equal parts: one-half
of the cases falling below the median and one-half above the median.

Because of these weighting procedures, each estimate based on the census long-form
responses has an associated confidence interval. These confidence intervals are wider for geo-
graphic areas with smaller populations. The Census Bureau has determined that only geo-
graphical areas in which 200 or more long forms were completed provide sufficient
“weighting areas” to produce good-quality estimates. Thus no sample data are provided for
small areas that do not meet this criterion. Accordingly, this explains why data may not be
available.
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The Use of Median Earnings Data for Full-Time Year-Round Workers

The U.S. Census provides some alternative measures for earnings. In addition to median
earnings, we considered using median total household income and per-capita income in our
analyses. The Census data do not provide average earnings of full-time workers nor ranges
(e.g., highest or lowest, percentile breakdowns, or confidence intervals) for any measure at a
municipal level.

We did not elect to use median total household income since this includes payments
from nonwork sources, for example, disability or social security payments and interest from
investments. Median total household income, thus, could inflate the earnings of workers in
poorer municipalities if a higher proportion of residents within a household receives some
form of public assistance. Median total household income also could inflate the earnings of
workers in more-affluent areas with significant household income from investment sources.

We also chose not to use per-capita income because it may be influenced by house-
hold size, and, like total household income, it may be influenced by unearned income
sources. Accordingly, the data do not support an analysis of earnings flowing across munici-
pal boundaries.

In the absence of actual earnings data for each worker, we opted to use median
worker earnings for a municipality. This measure has advantages over the alternative meas-
ures since it is not affected by nonwork-related income and is not affected by high or low
outlying earnings because the median divides the earnings distribution into two equal parts:
One-half of the cases fall below the median and one-half above the median.

We believe that median worker earnings provide a conservative estimate of the extent
of the economic independencies in Allegheny County. That is, we suspect that the use of
median earnings underestimates earnings in nearly all of the municipalities. To illustrate, the
median earnings reported for full-time year-round workers in the City of Pittsburgh is
$28,777, meaning that one-half of workers earn less than this and one-half earn more. Since
no worker can report earnings of less than zero dollars, the half of workers who earn less than
the median are concentrated in a narrow range. In contrast, there is no upper limit in earn-
ings above the median. Because of this, we suspect that average earnings in most municipali-
ties would be higher than median earnings. Accordingly, we believe that the estimated earn-
ings analyses presented in this report using median earnings reflect a lower bound of the
actual income flows in the county.
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