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INTRODUCTION 

The Arts , rather than representing an 
expenditure by the city, are, in fact, seed 
money which generates many times its original 
costs in revenues for the city ... what might be 
considered a frill by some, is, in fact, the 
livelihood for many; and what might be seen as 
an effort to save city revenues could, in 
fact, result in lost revenues for the city1. 

Public horticulture today finds expression in 

gardens of all types, sizes and locations. While each 

institution is unique, it is possible to generalize that 

public gardens are most often valued for the aesthetic 

and educational roles they play in their communities. 

There are two problems with taking this narrow 

view of gardens. First, social values such as educa- 

tional and aesthetic appeal are often intrinsic and 

subjective in nature. The benefits are difficult to 

measure; they are not realized. by everyone or may be 

concentrated among only some people. This may lead to 

an undervaluing of public gardens by the public and by 

public officials. Second, this view overlooks another 

type of contribution public gardens make to their 

communities --- an economic one. Not only is the 
economic measure more objective and more easily under- 

- 
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stood by many people, it also demonstrates that public 

gardens may be significant contributors to the local 

economy and a significant factor in a community's 

overall quality of life. 

In recent years, arts organizations and museums 

have used economic issues in addition to social issues 

to demonstrate their value to their communities2. 

Economic impact studies have been used by arts advocates 

not only to increase financial support from local 

governments, but a lso  to demonstrate the economic 

consequences of funding cuts3. The studies have also 

been used to establish a role for cultural organizations 

in a community's economic development4. 

Public gardens have not been as aggressive in 

demonstrating the economic impact of their organiza- 

tions. This thesis supports the premise that economic 

impact studies can be used by public gardens to demon- 

strate their economic worth to their communities. 

Economic impact studies can show how public gardens 

support local businesses, influence property values, and 

contribute to economic development. 

This thesis includes both a general discussion 

of economic effects and a case study of the economic 

impact of Phipps Conservatory, Pittsburgh, on Allegheny 



3 

county, Pennsylvania. Chapter 1 outlines the measurable 

and intangible economic impacts of a public garden. 

Chapter 2 discusses the methods commonly used in 

economic impact studies. Chapter 3 introduces the case 

study with a historical and operational sketch of Phipps 

Conservatory. Chapter 4 describes the specific economic 

model used in the case study, and describes data 

collection. Finally, Chapter 5 presents the results, 

both quantitative and qualitative, of the economic 

impact study of Phipps. 

The utility of this study lies less in its 

precision or universality than in the concepts it 

presents. Each public garden is unique, with each 

making expenditures in the local area to different 

degrees, and each attracting different numbers of 

visitors. The multipliers and other results generated 

in the case study of Phipps Conservatory cannot be 

transferred directly to other public horticulture 

institutions. However, the general observations made in 

this thesis will be useful f o r  those wishing to develop 

advocacy material for their institutions. At the same 

time, those wishing to do an extensive economic impact 

study for a public garden should find both the concepts 

and the model useful. s 
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Chapter 1 

GENERAL ECONOMIC IMPACTS OF PUBLIC GARDENS 

Interest in the economic impact of arts and 

cultural institutions first became widespread in the 

late 1970's. Funding for cultural groups from corporate 

sources had been increasing j u s t  prior to that period, 

and businesses began to question the benefit of this 

funding to them. 

Although researchers originally focused on the 

monetary benefits of arts activities to local business, 
broader concepts have been introduced as well. Today, 

economic impacts on local business volume, on property 

values, and on an area's quality of life are widely 

recognized as the result of cultural activities. 

Public Gardens as  Local Business 

Although most public gardens are organized as 

not-for-profit entities, they behave, in many ways, like 

for-profit businesses. Public gardens employ people 

from the local community, purchase goods and services 

from local  businesses, and provide goods and services to 

5 
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visitors. In these ways, public gardens have a direct 

effect on the local economy. 

But the real impact of garden spending goes 

beyond the initial expenditure. Indirect effects occur 

as the money received by loca l  businesses is spent and 

respent in the local economy for the firms' own supplies 

and inventories. Induced effects occur as those 

employed at the public garden and in all the other 

affected businesses receive their wages and salaries and 

spend them in the local economy for additional goods and 

services. Together, the indirect and induced effects 

constitute a rlmultiplier'l effect that reveals the true 

It is significance of a public gardenrs spending. 

generally thought that cultural organizations typically 

have multipliers ranging from 1.15 to 2 . 5 ,  indicating 

that each dollar spent directly in support of the 

organization will generate from $0.15 to $1.50 in 

additional local spendingL. 

Many studies have estimated the impact of a 

cultural organization's spending on the local economy. 

In Indianapolis, a 1976 arts-related payroll of $ 5 . 8  

million resulted in an impact of $24 million. In 
Chicago, city arts and cultural institutions spent an 

estimated $76 million f o r  operations in 1976; the total 
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economic impact of this spending was $ 2 2 8  million2. In 

a more recent study, the Portland Museum of Art's annual 

$1 million operating budget was found to bring benefits 

worth $2.3 million to Maine businesses3. Clearly, 
cultural organizations, including public gardens, 

support local businesses. 

Public gardens generate additional income for 

the local economy by attracting visitors, who spend 

money for goods and services during their stay. The 

industries most often benefitting from visitor spending 

include eating and drinking establishments, hotels and 

other lodgings, retail stores and transportation. Like 

the expenditures made by public gardens for their 

operations, visitor spending has a multiplier effect, so 

that the actual impact on the community is greater than 

the initial expenditure. 

The economic impact of visitor spending can be 

significant. Museums in Philadelphia have demonstrated 

that they attract one hundred additional tourists to the 

city each day --- tourists that, in 1985, spent $1.2 
million for retail purchases4. In New England, 1979 

visitor expenditures of $142.3 million over and above 

admission prices brought a total economic impact of 

$352.7 million to the region5. 
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Many economic impact studies do not distinguish 

between local and out-of-town visitors, counting 

spending by both groups in determining economic impacts. 

While spending by local visitors does not represent 

tvnew" money coming into the community, the presence of 

public gardens and other cultural institutions in the 

community encourages local visitors to remain and make 

their expenditures there. Without locally available 
cultural organizations, community members would be 

forced to travel out of the area to purchase arts and 

culture-related goods and services. Still, the inclu- 

sion of local visitor spending in economic impact 

studies remains a source of contention among arts 

advocates. 

The business activity and employment generated 

by public gardens generates tax revenues for federal, 

state, and local governments. Although public gardens 

typically do not pay income or property taxes, organiza- 

tions and people doing business with the gardens do. The 

previously mentioned economic impact study by the New 

England Foundation for the Arts found that employees of 

arts and cultural organizations there paid over $10 

million in federal income t ax  in 1979. State s a l e s  and 

income taxes totaling $2.7 million were paid as well. 
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In Philadelphia, not-for-profit organizations return 

$ 4 . 8  million in wage taxes to government, and tourism 

generates another $ 4 . 3  million in taxes. Table 1 

summarizes the economic impacts discussed here. 

Public Gardens and Property Values 

Public gardens may also positively influence 

property values, for "it is the land that is off the tax 

roll for community purposes that is responsible f o r  most 

of the values that are on the tax rol16.1r A rise in the 

value of land is of private interest to owners and of 

public interest to taxpayers, as  higher assessed values 

yield increased municipal income. 

Although public gardens themselves do not pay 

property taxes, land adjacent to their property may be 

more attractive f o r  residential living and development, 

increasing the assessed value of the land. A study of 

greenbelts in Boulder, Colorado, showed that l4preserving 

land in a natural, garden-like state" increased aggre- 

gate property values by $5.4  million for nearby proper- 

ties, and increased tax revenues by $500,0007. A 

similar study done in Philadelphia concerning the impact 

of a lslrge urban park on property values found that 3 3 %  

of a property's value could be attributed to proximity 

to the park. The effect decreased at l o n g e r  distances, 
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but even at 2,500 feet away, the park still added 4.2% 

to the value of the land8. Although no studies have 

specifically examined the impact of a public garden on 

property values, similar results could be expected. 

Public Gardens and the Quality of Life 

ltQualityii is the byword in American 
public policy today, having succeeded Ilpover- 
tytl in the 60's and I1growthii in the 50's. We 
have become more interested in "betterft than 
*tmore,tt which a society can afford to do once 
it has fvenough9.ti 

while the monetary effects j u s t  attributed to 

public gardens are significant, there is another aspect 

to the benefits a public garden brings to its community. 

This aspect includes a communityts economic development 

and its quality of life. 

As the United States shifts from a manufactur- 

ing-based economy to a service-oriented one, other 

changes are taking place as well. Jobs now follow 

people, instead of vice versalo. More and more often, 

people are seeking out desirable places to live, 

evaluating communities on a range of factors including 

cultural life, safety, climate, health and education 

facilities, and the affordability of housing. 

The importance of these "quality of life" issues 
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has been demonstrated many times over. A 1979 Congres- 

sional survey of business showed that decisions on where 

to locate firms depended more upon quality of life 

issues than on traditional business factors, such as tax 

rates and labor costsll. The results of a study done in 

Baltimore show that corporate officials interviewed 

there unanimously agreed that the availability of 

artistic and cultural activities can be a contributing 

factor in plant and executive location decisions. This 

is particularly true for regional and national corporate 

headquarters, research and development firms, and sole 

proprietorships1*. 

Consequently, public gardens can play a strate- 

gic r o l e  in the economic development of a community. As 

an integral part of a community's cultural life, high- 

quality public gardens can help create a positive 

cornunity image. Furthermore, by attracting thousands 

of visitors to the area, a public garden maintains the 

image of the community as a social, commercial and 

cultural center. Businesses are attracted to the 
community, and use the area's high quality of life to 

recruit top employees. While this role f o r  public 

gardens is more abstract than the quantitative role, in 

the long run a public garden's contribution to economic 

development may be more significant. 
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Nesative Economic ImDacts 

A discussion of the economic impacts of a public 

garden on its community would be incomplete without 

consideration of possible negative impacts. While these 

impacts may not occur at all gardens, these are issues 

that deserve attention. 

One charge frequently leveled at public gardens 

is that their receipts are a substitute for private 

business earnings in the community. A familiar example 

is the sale of plants at a garden, which may take 

business away from local nurseries and garden centers. 

But it is reasonable to consider that these sales are an 

addition to local business activity, especially if the 

items are not obtainable elsewhere. Furthermore, public 

gardens may heighten visitor interest in the purchase of 

plant-related goods not available at the garden. 

Secondly, because public gardens do not pay 

some municipal revenues are foregone. property taxes, 

But because public gardens may positively influence the 

value of lands adjacent to them, thereby increasing tax 

assessments and revenues, this effect may be quite 

small. 

Lastly, public gardens may impose problems upon 
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their immediate areas, as an influx of visitors may 

create congestion, litter problems, and the like. This 

problem can be avoided with adequate parking and visitor 

services at the garden. 
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Chapter 2 

ECONOMIC IMPACT ANALYSIS METHODOLOGIES 

In order to quantify the economic impacts 

described in the previous chapter, some method of 

economic impact analysis must be used. Analysis 
requires two things: a well-defined area over which the 

economic effects will be measured, and an economic model 

for that area. 

There are three basic categories of models which 

are used in economic analysis: economic base, input- 

output, and econometric. Each type has its own attri- 

butes and drawbacks, and requires different amounts of 

information. Each type will be described briefly. 

Economic Base Model 

Economic base theory divides the economy into 

two sectors: the basic sector, or those industries with 

markets outside the region; and the nonbasic sector, or 

those industries that provide services within the region 

to the basic sector. In this case, economic growth 

depends upon expansion of the basic sector. The flow of 

17 
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money into the economy due to basic sector activity is 

recycled through the local economy, calling forth growth 

in the nonbasic sector, until the initial spending leaks 

out of the economy. Leakages include imports, savings, 

and taxes. The multiplier in this case is a ratio 

between the increase in basic sector activities and the 

increase in total activity. 

The economic base theory's major weakness is 

that it assumes the economy is in perfect equilibrium, 

and attains a new equilibrium after the new spending has 

cycled through the local economy. Prices, wages, and 

technology are assumed to be constant, supply is 

perfectly elastic, and no changes in the distribution of 

income or resources are accommodated1. But since many 

of these factors do not change quickly, economic base 

models may be useful for determining short-run impacts. 

It is not appropriate for explaining long-term regional 

growth. 

Input-Output Model 

With the advent and greater availability of 

large computers over the last thirty years, more 

sophisticated economic impact models have been devel- 

oped. m e  of these is the input-output model, which 

attempts to show, through a matrix of coefficients, how 



19 

each part of the economy relates to the others. Input- 

output models have a sector-by-sector specification of a 

dollar's worth of particular inputs required to produce 

a dollaris worth of different outputs. This way, an 

expenditure in one part can be traced throughout the 

economy to its last reverberation2. 

The input-output model does have its drawbacks. 

Creating an input-output table is costly and time- 

consuming. The table's coefficients are static, so 

changes in the local economy are not immediately 

incorporated. Furthermore, the model assumes that there 

are no economies of scale, no substitutions, and assumes 

that there are constant production processes3. These 

factors limit input-output models to short-run impacts, 

even though the results generated are quite detailed. 

Econometric Model 

The econometric model, the most sophisticated 

type of model presented here, use time series analysis 

and multiple regression analysis to describe the 

structure of an economy and to make forecasts. There is 

no fltypicalif econometric model, as economists include as 

few or as many equations as necessary to adequately 

describe the local economy. They are useful both f o r  

determining short-run impacts and long-run forecasting. 
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Regional econometric models are sometimes 

limited, though, by lack of data at that level. 

Furthermore, the models can be very static, not incor- 

porating changes in the economy quickly. This could 

create serious biases in long-run forecasts. 

The type of model chosen for an economic impact 

study will depend upon the time, resources, and data 

available. The need for accuracy and the time frame 

chosen will be factors as well. No one type of model is 

appropriate for all situations. 
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Chapter 3 

THE HISTORY AND OPERATION OF PHIPPS CONSERVATORY 

The concepts and the methods of economic impact 

studies outlined in the previous two chapters can be 

easily applied to public gardens. The remainder of this 

thesis will be devoted to a case study of the economic 

impact of Phipps Conservatory, Pittsburgh, on Allegheny 

County, Pennsylvania. A brief historical and operational 

sketch is presented here in order to make readers aware 

of Phipps' financial position and its position in the 

area's cultural life. 

The Life of Henry Phipps, Jr. 

The family of Henry Phipps, Jr. (1839-1930) left 

Shopshire, England in 1832 and settled in Philadelphia. 

When Henry was a small boy, the family moved to A l l e -  

gheny, Pennsylvania, where his father established a 

cobbler's shop. Coincidentally, the Phipps family moved 

next door to Mrs. Margaret Carnegie and her two sons, 

Andrew and Thomas. Henry and Andrew attended the same 

schools and became friends. 

2 2  
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Upon leaving school, Andrew Carnegie operated an 

iron works with his brother while Phipps became a 

bookkeeper. Eventually, Phipps established his own firm, 

Klopman & Phipps. In 1864, Phipps initiated what would 

prove to be a lifelong business relationship with Andrew 

Carnegie when he organized a merger between his firm and 

the Carnegies' Cyclops Iron Works. The merged organiza- 

tion, Union Iron Mills, became the first firm to manufac- 

ture steel rails west of the Allegheny Mountains. 

Henry Phipps was energetic, methodical, and a 

master of detail. He tltook in the pennies at the gate 

and kept the payroll down1." He constantly looked for 

ways to reduce extravagance and waste. Phipps devised a 

method of turning seemingly useless steel shavings, 

obtained from the company's own plants and purchased from 

competitors for only pennies a ton, into high quality and 

highly profitable steel beams. Phipps was also the first 

to employ a metallurgist in the steel industry, in a 

successful attempt to recycle steelmakingls coke waste 

into a useful fuel source. Again, Phipps bought the 

waste from his competitors, paying only for the trans- 

portation of the material, and turned the effort into a 

great gain for the company. 

As Carnegie and Phipps' business relationship 
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evolved, their fortunes rose together. Phipps was 
successively a partner in Carnegie Brothers & Company, 

Ltd.; Carnegie, Phipps, and Company, Ltd.; and Carnegie 

Steel Company, Ltd. By the time Carnegie Steel had 

become the United States Steel Corporation (now USX 

Corporation), Phipps had amassed a fortune of one hundred 

million dollars. 

Phipps retired from steelmaking in 1901 to attend 

to minor interests in Pittsburgh real estate and to 

devote time to philanthropy. Phipps was a very private 

man who went about his philanthropy quietly and often 

times anonymously. Among his known benefactions, 
however, are the establishment of the Phipps Institute in 

Philadelphia, the first organization ever formed to fight 

and cure a specific disease (namely, pulmonary conta- 

gion); establishment of a psychiatric clinic at Johns 

Hopkins University; and the construction of decent, 

inexpensive public housing in and around Pittsburgh. 

The Foundins of Phims Conservatory 

If many of Henry Phipps' benefactions are 

unknown, at least one is very well known: the donation 

of Phipps Conservatory to the city of Pittsburgh. 

Phipps' motivation for building Phipps Conserva- 
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tory and, before that, a smaller conservatory for the 

city of Allegheny, is unclear. One story has it that 

Carnegie told Phipps that he would look after Pitts- 

burgh's libraries if Phipps would build the city's 

conservatories2. It is more likely, however, that Phipps 

built the conservatory because, as Samuel Church, a close 

friend of Henry Phipps, put it, 

Mr. Phipps had at that time acquired a success 
in business which enabled him to spend his 
summers in England as the occupant of Kneb- 
worth, the spacious estate of Lord Lytton, 
which was luxuriant with every plant and 
flower...Mr. Phipps told me of his desire to 
establish in Pittsburgh a conservatory for the 
free use of our people where they might become 
familiar with the flora of the world, insofar 
as its cultivation was practical here3. 

\ In the late 1880's Phipps offered the city of 

Allegheny money to build a conservatory near his home. 

Opened in 1887, the elaborate conservatory was a feature 

of the area until its demolition in the 1930's. Just a 

few years after this conservatory opened, and at about 

the time of the architectural competition for the largest 

Pittsburgh library funded by Andrew Carnegie, Phipps made 

this offer to Pittsburgh Mayor Henry I. Gourley: 

If the city grants me permission, I shall be 
very glad to erect a conservatory in Schenley 
Park at a cost of, say one hundred thousand 
dollars. In the event of favorable action.. . 
we shall endeavor to erect something that will 
prove a source of instruction as well as 
pleasure to the people4. 
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Pittsburgh's city council unanimously accepted the offer 

November 30, 1891. 

The conservatory's construction, contracted to 

the New York firm of Lord and Burnham, began in August 

1892 and was completed one year later at a cost of 

$110,000. The building had no definite style, but the 

Baroque architecture and Ogee arches at the corners gave 

the conservatory an almost oriental appearance. The 

conservatory enclosed 2-1/2 acres and featured a large 

central palm court and eight other display houses. Three 

more display houses were constructed in 1896 with a 

$30,000 donation from Mr. Phipps, and nine growing houses 

were added in 1900, using $35,000 in city funds. Once 

the largest conservatory in the United States, Phipps 

still ranks among the largest and among the best archi- 

tecturally (see Figure l). The conservatory has been 

placed on the National Register of Historic Landmarks. 

Typical of Henry Phipps' style, the conservatory 

opened to the public without fanfare or ceremony on 

December 7, 1893. The plant displays, funded by public 

donation, established the conservatory's reputation 

early. In 1894, the conservatory acquired most of the 

rare plants displayed at the Chicago World's Exposition: 

some of the palms and cycads obtained remain on display 
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at Phipps today. Its horticultural reputation was 
further enhanced when the conservatory acquired a 

collection of rare orchids some years later. 

Today, palms, orchids, cacti, ferns, a Japanese 

garden and a French broderie make up the permanent 

display. Additional exhibit space allows f o r  special 

displays throughout the year. The conservatory stages 

three flower shows --- spring, fall and holiday ---and a 
summer display each year. In addition to the display of 

seasonal plants, a recently added feature of the shows 

has been cultural events related to show themes and 

staged at the conservatory. Phipps' only other major 

annual event is Fright Night --- a two-day period just 
before Halloween featuring punpkin carving, scarecrow- 

making, and candlelit tours of Phipps, where visitors 

encounter caskets, ghosts, and an organ-playing Dracula. 

Phipps' education program is limited to some 

labeling of plants and guided tours of the conservatory. 

In addition to the general tours offered each week, 

Phipps offers specialized tours on subjects ranging from 

plants of the Bible to gourmet foods. 

Phipps' responsibilities go beyond the conserva- 

t o r y  doors. Each year, Thi3psf s t a f f  grow over 100,000 

annuals and plants them in city parks. Phipps staff 
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members answer telephone and written inquiries from the 

public about ornamental plants. Staff members also 
assess the damage done to plants, on both public and 

private property, by city employees. Finally, Phipps 

acts as a consultant, on a limited basis, on public 

plantings. 

Phipps' flower shows and tours attract thousands 

of visitors annually. But attendance has been declining 

in recent years (see Table 2 ) .  Visitation in the past 

s i x  years averages just over 172,000 annually. Further- 

more, attendance is concentrated during the month-long 

spring flower show, which accounts for almost 50% of 

annual visitation. The fall flower show attracts another 

Table 2. Annual Visitation at Phipps Conservatory, 
1980-1985 

Year 

1980 

1981 

1982 

1983 

1984 

1985 

Visitation 

141,607 

166 , 611 
195 , 895 
184 , 030 
172 , 030 
172 , 436 
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19% of the total (see Figure 2). The result is that the 

conservatory is underutilized at nany times during the 

year. 

The Operation of Phipps Conservatory 

When Henry Phipps offered to build a conservatory 

for Pittsburgh, he turned over all legal and fiduciary 

responsibilities to the city. He made no contract, left 

no instructions, charter or mission statement, and 

provided no endowment. As a result, the conservatory has 

been put in a very tenuous position, its maintenance 

dependent upon each administration's interest in the 

conservatory. Over time, mayoral actions have ranged 

from enthusiastic support to benign neglect to opera- 

tional interference; a survey of Phipps' history shows 

neglect and interference the most common theme. The 
conservatory had already deteriorated badly by the time 

of Henry Phipps' death in 1930. Restoration efforts were 

undertaken in 1934-35 by concerned private citizens and 

the Buhl Foundation, but the work was all for naught when 

a severe windstorm ruined many p a r t s  of the Conservatory 

in 1937. Rebuilding was not completed until 1940, but 

the reward was a conservatory that had been restored to 

nearly-new conditions. 

Except for the replacement of the original 
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entrance building with a more modern facility in 1967, 

the conservatory was again allowed to deteriorate badly. 

By 1975, conditions were grim: the conservatory needed 

new sashes and glazing, improved ventilation and heating 

systems, and well-drained, resurfaced walkways. Funding 

for the restoration, originally estimated at $250,000 but 

later revised upward to $7  million, was provided largely 

through private donations. A majority of the repair work 

on the mechanical systems was completed in 1977-78, when 

the conservatory closed for eighteen months. The remain- 

ing work has continued, with completion expected in 1989. 

At about the same time Phipps' physical structure 

became a concern, the conservatory's operational and 

financial structure also came under scrutiny. Although 

the conservatory had always been under city authority as 

part of the Department of Parks and Recreation, then- 

mayor of Pittsburgh Pete Flaherty began exerting more and 

more mayoral control over Phipps in the mid-1970's. For 

several years, Flaherty moved the Fall Flower Show, 

traditionally held in the conservatory, to various 

locations around the city. Pittsburgh's city council, 

angered by the move, began to make funding of the 

conservatory contingent on Flaherty's non-involvement in 

Phipps operations. 
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At the same 

the city's role as 

time, City Council began questioning 

sole governmental funding source of 

Phipps. Although funding of day-to-day operations of the 

conservatory is covered by admissions, gift counter sales 

and rental fees for private uses of the conservatory, the 

city pays for salaries and wages, employee benefits, and 

capital projects. City Council, claiming that Phipps 

Conservatory is not just a city attraction but a regional 

attraction, has asked Allegheny County to pick up some of 

the costs of running Phipps. The county has refused to 

do so. Consequently, City Council has been threatening 

to gradually cut back funding for Phipps, thinking that 

the county w i l l  step in rather than let the facility 

close. 

The city of Pittsburgh and Allegheny County have 

been at odds on joint funding of regional services and 

attractions for years. Since the county has not budged 

on the questions, the threats obviously are not working. 

The city needs both to take a more positive approach with 

Allegheny County and to pursue other avenues. An 
economic impact study that demonstrates the monetary 

value of Phipps to the county and that presents economic 

development arguments could do both. 
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Chapter 4 

CASE STUDY METHODOLOGY 

As noted in Chapter 2, economic impact analysis 

requires both a well-defined area over which economic 

impacts are measured, and a model for that area. In this 

case study, the area chosen is Allegheny County: this is 

appropriate because the results of the Phipps I economic 

impact study may be used to persuade Allegheny County 

officials to support Phipps financially. 

county's economy is required as well, 

specific economic model developed for 

A model of 

but before 

this study 

the 

the 

and 

data collection 

about Allegheny 

ing . 

are described, some general information 

County and its economy may be illurninat- 

A1 1 egheny 

which constitute 

Statistical Area 

square miles of 

in the SMSA, it 

000 residents. 

l i v e  within the 

County is one of the four counties 

the Pittsburgh Standard Metropolitan 

(SMSA) (see Figure 3 ) .  While its 727 

land does not make it the largest county 

is the most populous, with over 1,450,- 

Approximately 450,000 of these residents 

city of Pittsburgh. Overall, Allegheny 
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county ranks as the fourteenth most populous county in 

the United States1. 

But Allegheny County has experienced a 9.7% 

decline in population in the decade 1970-802. The 
county's historic economic base has been declining as 

well. Manufacturing industries, which employed nearly 

half of the labor force in 1955, showed a net loss of 

50,000 jobs between 1960 and 1980. The local steel 

industry, which once produced 40% of the nation's 

output, now produces just 15% of total United States 

steel tonnage; there have been corresponding reductions 

in employment as wel13. 

But Allegheny is by no means a dying county. 

Even as the population declined, total employment grew 

in the years 1960 through 1980. Economic development 

efforts have concentrated on creating a more diverse 

economic base. Manufacturing now accounts for less than 

20% of local employment; service and trade industries 

account f o r  almost 60%. Pittsburgh's economy has truly 

shifted to a more diverse, complex economy that is less 

sensitive to economic cycles. The area's economic 
outlook, along wi-ch i ts  cultural attractions, health and 

education facilities, and other amenities, has earned 

the Pittsburgh area the designations of "City of Gold4'! 
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and '*America s Most Livable City5. 11 

An Inmrt-OutDut Model for Alleshenv County 

Given the changes in Allegheny County's economy 

over the last 25 years, an economic model for the county 

should reflect the county's most recent economic 

history. An input-output model for 1983 was chosen for 

this study. Input-output analysis was described 

generally in Chapter 2, but Figure 4 depicts graphically 

the interactions the input-output model attempts to 

measure for this specific case. 1983 was chosen not 

only because all the relevant data were available, but 

also because 1983 marked the beginning of the region's 

recovery from the national recession of 1981-82. 

The input-output model used in this study was 

obtained from the Regional Science Research Institute, 

Peacedale, Rhode Island, and was originally used for an 

economic impact study of the University of Delaware on 

the state. For t h i s  case study, the 494 regional 

purchase coefficients in the model were modified to 

reflect the realities of the Allegheny County economy. 

Regional purchase coefficients show the proportion of 

inputs from some industry which will be supplied from 

l o c a l  sources. For this study, the coefficients were 

estimated using ratios which compare the concentration 
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of an industry in a local area to the concentration of 

that industry throughout the nation. If the ratio is 

greater than one, the local industry is assumed to 

produce enough of its particular good or service to meet 

all local demands and to export. 

the local industry produces just enough to meet local 

demand. If the ratio is less than one, the local 

industry satisfies only a portion of local demand, and 

the remaining portion must be imported. 

If the ratio is one, 

Information about the presence and employment 

levels of industries in the county was obtained from 

United States Census Bureau statistics6. Standard 
Industrial Classification and Bureau of Economic 

Analysis codes were then used to aggregate the employ- 

ment information into the regional purchase coeffici- 

ents. Other coefficients in the input-output model 

(employees per dollar of value added, administrative and 

auxiliary employment, and wages per dollar of value 

added) were not modified. Although these coefficients 

were computed using information on the Delaware economy, 

recalculating them for Allegheny County would create 

only minor changes, because these data do not vary 

greatly from area to area. Thus it can be assumed that 

using the Delaware coefficients will provide satisfac- 

tory results. 
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Identifyins Conservatorv ExDenditures 

The input-output model f o r  Allegheny County 

describes the local economy, but, alone, does not 

determine the economic impact of Phipps on the county. 

T h e  expenditures made by the conservatory and its 

visitors are needed to determine the direct economic 

effects on the county. The model then computes the 

indirect and induced effects of this spending on 

Allegheny County, determining the economic impact. 

Here, the data needed can be divided into two major 

categories: expenditures for operations, salaries, 

wages, and benefits; and visitor expenditures. The 

sources of data in each category are described below. 

Information on Ph.ipps 1983 expenditures was 

obtained from the accounting records of the City of 

Pittsburgh's Department of Parks and Recreation. The 

records show that the conservatory spent $271,423 on 

daily operations, of which $180,230 went to Allegheny 

County businesses. Each expenditure was assigned to the 

appropriate industry in the input-output model. 

Salaries and wages totaling $525,607 were paid 

to Phipps' employees in 1983; 31 full-time and ten part- 

time worksrs were then employed at the conservatory. In 

this input-output model, either the dollar value of 
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wages or the number of employees, but not both, may be 

used as an input; to use both would result in double 

counting and an overestimate of economic impacts. In 

this case study, the number of employees was used. Here 

it was assumed that the ten part-time employees worked 

half-time, resulting in a total of 36 employees. 

All benefits for city employees in Pittsburgh 

are funded at 26.44% of the wage bill. For Phipps 

Conservatory, this expenditure amounts to $138,970. 

This, too, was used as an input in the economic model. 

Determinins Visitor Orisin 

The second category of inputs to be used is 

visitor spending. Visitors traveling from longer 

distances can be expected to spend more during their 

stay than local visitors, so information on the origin 

of Phipps' visitors is important in estimating the 

inputs to be used in the input-output model. , 

There are several possible methods for determin- 

ing the origin of Phipps' visitors. A license plate 

survey uses information on visitors' cars to determine 

characteristics of visitors. Here it is assumed that 

the visitors arriving at Phipps in a car are from the 

same place as the car; thus any information on the car's 
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origin will provide information on the origin of the 

passengers inside. Other types of surveys probably 

provide more reliable data, but limitations of time and 

resources for this study, as well as consideration of 

needed accuracy, led to the decision to use the license 

plate methodology, The objective of the survey was to 

determine the percentage of visitors coming from beyond 

a 100-mile radius of Pittsburgh (see Figure 5 ) .  One 

hundred miles is a standard distance used to separate 

daytrip visitors from overnight visitors'. 

Phipps' 1986 Spring Flower Show, which ran from 

March 16 through April 13, 1986, was expected to attract 

over 90,000 visitors. Historically, visitation to the 

Spring show has accounted for almost 50% of total annual 

visitation. With such a high percentage of total 

visitation arriving at Phipps over a relatively short 

time period, the determination of visitor origin during 

this period should provide a reasonable estimate of 

visitor origin patterns for the entire year. 

License plate data were collected March 21-23, 

1986, the first f u l l  weekend of the 1986 Spring Flower 

Show. Observations were made every hour from 9 a.m. to 

5 p . m .  The numbers of automobiles and buses recorded 

were 1,413 and 25, respectively. 
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A follow-up license survey was conducted during 

Phipps' 1986 Fall Flower Show, the period of second 

highest visitation annually. The survey was conducted 

on November 26 and 29, 1986. Here, the first one 

hundred cars to arrive at Phipps each day were observed. 

Although information on one hundred cars was obtained 

easily on Saturday, November 29, only nineteen cars 

arrived at Phipps on Wednesday, November 26. This was 

probably due to the inclement weather that day. 

The results of the surveys showed that license 

plates from the states of Pennsylvania, Ohio, West 

Virginia, and Maryland were the four most frequently 

occurring. But this information alone does not indicate 

how many visitors travel more than one hundred miles to 

arrive at Phipps, since parts of each of these four 

states are within that radius. Therefore, other 

information on the automobiles was used to more pre- 

cisely fix visitor origin. For cars from Pennsylvania, 

bumper stickers, license plate frames and dealer tags 

were used to determine origin; those Pennsylvania cars 

without these clues were considered to have originated 

within one hundred miles of Pittsburgh. Although only 

16% of all Pennsylvania cars had no clues, this still 

produces an upward bias to estimates of local visitors. 

Ohio license plates include information on county of 
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origin, and this fact was used to determine which cars 

came from beyond one hundred miles. Lastly, all cars 

from West Virginia and Maryland were assumed to have 

originated within the previously assumed radius. This, 

too, produces an upward bias to the estimate of local 

visitors. 

Table 3 summarizes the results of the surveys. 

The estimate of five percent of a11 visitors traveling 

more than one hundred miles can be assumed to be a 

minimum, conservative figure. This is because all 

visitors from West Virginia and Maryland were considered 

to be daytrip visitors, even though major portions of 

each state are outside the radius. Furthermore, this 

study does not account for seasonal differences in 

visitor origin. The average visitor might be assumed to 

travel longer distances in the summer than at other 

times of the year. This is the case at Phipps, where 

staff members report an impression of there being a 

higher number of visitors from distant states during the 

summer months8. 

For the purposes of this study, the estimate of 

five percent of visitors arriving from beyond one 

hundred miles will be sufficient. 
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Table 3 .  Visitor Origin at Phipps Conservatory during 
the 1986 Spring and Fall Flower Shows 

Orisin 

Within 100 miles 
of Pittsburgh 

Beyond 100 miles 
of Pittsburgh 

Number of Percent of 
Automobiles Total 

1 , 4 5 5  95.0  

7 7  5 . 0  

1,532 100.0 TOTAL 

Deteminins Visitor Sgendinq 

A certain proportion of all visitors to Phipps 

can be assumed to make expenditures for goods and 

services outside the conservatory during their visit. 

Determining the exact proportion of Phipps' visitors who 

make these expenditures and what their average spending 

is would require an extensive survey; but, as with 

determining visitor origin, limitations of time and 

resources prohibited conducting an extensive survey. 

But some information is available from a limited survey 

conducted at the 1986 Fall Flower Show by Phipps 

Friends, a nonprofit organization associated with the 

conservatoryg. 
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The results of the Phipps Friends survey showed 

that the vast majority of visitors to Phipps arrive by 

private automobile; that average group size is 2.9 

people: and that 30.5% of a l l  visitors eat a meal in 

conjunction with their visit. These data provide the 

basis for two categories of visitor spending to be 

estimated here: gasoline purchases and expenditures for 

meals. In addition, an estimate of expenditures for 

overnight lodging will be made. Here it is assumed, 

based on an economic impact study of the 1980 Philadel- 

phia Flower ShowLo, that 1.5% of all 1983 visitors, or 

2,760 people, spend the night in a hotel or motel. This 

figure falls well within the assumption that at least 5 %  

of all visitors travel more than one hundred miles to 

reach the conservatory. It is further assumed that each 

overnight visitor has his own hotel room. 

The estimate of gasoline purchases is based on 

several factors. Average group size was previously 

reported as 2.9 people. Since 184,030 people visited 

Phipps in 1983, a total of 6 3 , 4 5 8  trips were estimated 

to have been taken. Each group was assumed to have 

traveled an average of 23.1 miles to reach the conserva- 

tory (this represents travel within Allegheny County 

only). As a result, an estimated 1,465,879 miles were 



49 

traveled by Phipps' visitors. Using government statis- 

tics on 1983 average automobile mileage and average 

price of unleaded gasolinell, the gasoline expenditure 

of all visitors was estimated at $108,843. 

The estimates of meal and hotel expenditures 

were based on a 1986 economic impact study conducted for 

the Boston Museum of Fine Arts12. Here average spending 

for overnight visitors was determined to be $30.31 for 

hotel accommodations and $24.96 for three meals. 

Daytrip visitors spend an average of $6.24 for one meal 

during their visit. 

While these food and lodging estimates seem 

reasonable, they are by no means definitive. Other 
visitor spending surveys have uncovered different 

average spending levels. As part of this analysis, six 

estimates of visitor spending, taken from economic 

impact studies, will be compared as to the employment 

and wage effects they create. 

The figures used for analysis here are taken 

from studies on a proposed minor league baseball stadium 

in Newark, Delaware13; the Barnum Festival in Bridge- 

port, Connecticut14; the Boston Museum of Fine ArtsL5 

Rosecroft Raceway in Prince George s County, MarylandL6 ; 

the Philadelphia Flower ShowL7; and a convention income 
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survey conducted by the International Association of 

Convention and Visitors Bureaus (IACVB)18. Five of the 

six studies estimate visitor spending for leisure 

activities; the sixth study, from the IACVB, concerns 

spending by convention delegates. Table 4 lists the 

relevant expenditures taken from the studies. 

Table 5 lists estimates of visitor spending at 

Phipps in 1983 using the different spending levels. For 

each estimate, it was assumed that 2 ,760  visitors made 

expenditures for overnight lodging and meals, and that 

30.5% of the remaining 181,270 people, the daytrip 

visitors, made an expenditure for a meal. If a study 

did not estimate an expenditure for meals f o r  overnight 

visitors, the meals figure represents spending of the 

daytrip visitors only. 

Each set of meals and lodging estimates was run 

alone in the input-output model to determine the 

different employment and wage impacts created. Table 6 

summarizes the results. 

visitors spending levels can have a significant impact 

on the overall results of an economic impact study. In 

this case, employment will vary by as many as eighteen 

jobs, and wages will vary by as much as $176,000. 

The data show that different 

Factors other than average spending level will 

affect the results as well. If the proportion of 
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overnight visitors were to increase or decrease, all 

economic impacts would change accordingly. The same 

holds true for any change in the proportion of daytrip 

visitors eating meals in conjunction with their visit. 

Increasing the types of visitor spending 

estimated will influence the overall results too. 

Visitor spending studies, in addition to estimating 

gasoline, food and lodging expenditures, often include 

estimates for retail sales, transportation, and enter- 

tainment for visitors. Lack of data prevented estimates 

of these categories to be made in the Phipps study; 

therefore, the total value of the visitor spending 

estimate used here may be considered conservative. 

Lastly, the methodological decision to include 

or not to include the spending of local (i.e., daytrip) 

visitors in spending estimates will affect the results. 

Some researchers believe that including spending by 

local visitors is inappropriate. 

lary expenditures by local visitors are an impact of an 

institution appears to suggest that attending an 

activity causes visitors to spend over and above their 

admission cost19. Furthermore, spending by local 
visitors does not represent an infusion of "newtV money 

into the local economy. 

Claiming that ancil- 
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In this case, it was decided to include spending 

by daytrip visitors. The Phipps Friends' survey showed 

that 66% of the respondents were at home immediately 

before they arrived at Phipps, and 37% went home 

immediately after their visit. While this necessarily 

means that a few visitors came and went and spent no 

money above and beyond the conservatory's admission 

price, it also indicates that Phipps was a primary 

destination for many visitors on the day of their visit. 

It may be reasonable to assume that visiting Phipps was 

the impetus for planning a trip around or into Allegheny 

County f o r  many people. In that case, claiming ancil- 

lary expenditures by visitors as an impact of Phipps 

Conservatory is arguably valid. 

Determinincr ProDertv Value Imnacts 

Although the examples in Chapter 1 indicated 

that urban parks and garden-like areas positively 

influence the value of nearby properties, no attempt to 

determine Phipps' impact on local property values was 

made. A large park, the Carnegie Museums, and parts of 

the Carnegie-Mellon University and University of 

Pittsburgh campuses are all within a few hundred feet of 

the conservatory. Any one of these institutions alone 

could influence property values. Thus it would be 
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unreasonable to attribute any premium in property values 

in that immediate area specifically to the presence of 

Phipps Conservatory. 

Summarv of Inputs 

The data used as inputs in the Allegheny County 

input-output model fall into two categories: opera- 

tional expenses and visitor spending. Operational 
expenses can be further divided into purchases for goods 

and services from business firms, $271,423; the number 

of employees at Phipps in 1983, 36; and appropriations 

for employee benefits, $138,970. Total visitor spending 

expenditures are estimated at $413,882 for food and 

$83,655 for lodging. 
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Chapter 5 

THE ECONOMIC IMPACT OF PHIPPS CONSERVATORY 

The results of the economic impact study cn 

Phipps Conservatory are of two kinds: quantitative, 

which are generated by the input-output model; and 

qualitative, which are derived from economic development 

issues. Each data set will be considered separately. 

Ouantitative Impacts 

The input-output model generates impacts for 

f o u r  different measures of economic activity. These are 

employment; output, or the dollar volume of sales: 

wages; and value added, or the value of output less the 

purchased material inputs used in producing goods and 

services. 

Table 7 summarizes the overall results of the 

study. The results show that Phipps creates 102 jobs in 

Allegheny County, 3 6  of which occur at the conservatory. 

The service and retail sectors of the economy benefit 

most from the presence of Phipps, with 55 and 29 jobs 

created, respectively. Appendices A and B provide 
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detailed information on the economic impacts created by 

Phipps. The 55 service industry jobs  include the 36 

jobs at Phipps Conservatory, 4 . 8  jobs  in health services 

(2.3 jobs  for doctors and dentists, 2.1 jobs in hospi- 

tals, and 0 . 5  job in other medical services), 4.4 jobs 

in hotels, and 2.1 jobs in business services. The 
majority of the 2 9  retail sector j o b s  are created in 

eating and drinking establishments, with 16.3 jobs found 

there; in addition, 6.6 jobs in gasoline service 

stations and automobile dealerships and 2.0 jobs in 

general merchandising are included in the impacts. 

All other 2-digit Standard Industrial Classifi- 

cation industries are only modestly affected by Phipps. 

Finance, insurance, and real estate gains 3.7 jobs, but 

specific industries within this category gain only one 

job  or a fraction of a job. The same holds true for 

wholesale trade (3.0 j obs gained) , manufacturing (2.7 

jobs), transportation and public utilities (2.5 jobs)  , 
and construction (1.5 jobs). 

It should be noted that on ly  1.3 jobs are 

created in the field of agriculture, with all of that 

impact occurring in the greenhouse and nursery products 

industry. Phipps requires  many^ agriculturally related 

goods and services for its operations, but many of the 



purchases made occur outside of Allegheny County. Of 

the $85,000 expenditure for plant materials made in 

1983, Phipps spent less than 20% of that amount in 

Allegheny County. 

The gross wages paid to the 102 employees in 

jobs generated by Phipps Conservatory amount to 

$1,355,000. As was noted in Chapter 4, the 36 employees 

at Phipps received $525,607 in wages in 1983. That 
leaves just over $829,000 in wages paid to the other 66 

jobholders, each having an average wage of $12,566. A 

low average wage is an expected result, because many of 

the jobs created are in the relatively low-paying 

service and retail sectors. 

Sales of goods and services related to spending 

by the conservatory and its visitors totaled $3,182,000 

in Allegheny County in 1983. Furthermore, firms which 

purchased materials needed to produce their goods and 

services added $2,112,000 to the value of those mater- 

ials before selling them to other firms or to consumers. 

Not only are these effects significant in sheer dollar 

terms, but also these results clearly demonstrate how 

the $1,433,500 initially spent by Phipps and its 

visitors recycles through the economy of Allegheny 

County and multiplies. 
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The business volume generated by Phipps and the 

wages paid to all affected employees creates wage tax 

and other tax revenues for government. In this case 

study, the state government receives an additional 

$ 8 3 , 7 7 5  due to the expenditures made related to Phipps. 

Local government receives an additional $69,443. 

The input-output model generates a series of 

multipliers as part of the analysis as well. If only 

one figure had to be considered as the bottom-line 

multiplier, it would be the value added multiplier of 

2.01. This multiplier means that every dollar spent in 

direct support of Phipps Conservatory generates another 

$1.01 in spending elsewhere in Allegheny County. Once 

again, this demonstrates how the initial spending 

recycles through the local economy and multiplies. 

Gualitative Impacts 

Phipps Conservatory’s role in the economic 

development efforts of Allegheny County is nonexistent. 

Even though Phipps is the only major conservatory within 

at least one hundred miles of Pittsburgh, Allegheny 

County does not promote it as a regional attraction. 

There are two probable reasons for this oCcQr- 

rence. First, Allegheny County has its own extensive 
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parks and recreation program, including a garden-like 

estate used for cultural programs. Because Allegheny 

county already has rich recreational and cultural 

offerings, it does not need to promote Phipps Conserva- 

tory in its economic development efforts. 

Second, if Allegheny County officials were to 

promote Phipps as a county attraction, they would be 

lending support to the city of Pittsburgh's contention 

that Phipps is a regional attraction deserving county 

financial support. Given the city and county's long- 

running battle over shared funding of regional attrac- 

tions and services, it is unlikely that Phipps will be 

promoted by Allegheny County anytime in the near future. 

Interestingly enough, though, the city of 

Pittsburgh does not promote Phipps heavily either. 

Although information about Phipps is included in the 

city's guide for tour leaders, its inclusion in other 

promotional literature is spotty. 

The probable reason f o r  this is that Phipps 

Conservatory, as part of the city's cultural life, 

competes for attention with nationally and interna- 

tionally known cultural institutions. The city has 

chosen to highlight organizations like the Pittsburgh 

Symphony Orchestra and the Carnegie Museums, for 
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\ 

example, in its economic development efforts. With more 

effort, however, 

major attractions. 

Phipps could become one of the city's 

Despite the lack of a current role for Phipps in 

the economic development efforts of Allegheny County, 

the conservatory could play a role in the future. But 

that will require greater cooperation between the city 

and the county. It will require an upgrading of Phipps' 

displays and educational programs as well, so that the 

conservatory is recognized as an important, high-quality 

cultural resource for Allegheny County. 

Conclusion 

\ While the identified economic effects of Phipps 

Conservatory are not large compared to many industries 

in Allegheny County, they indicate that significant 

reductions in operational and visitor expenditures 

related to Phipps would have perceptible effects on 

employment, income and business volume in the county. 

This fact is rarely considered when annual appropria- 

tions are being made, but it deserves greater attention. 

Phipps Conservatory's role in economic develop- 

ment is underutilized at present. Efforts should be 

made in the future to enhance Phipps as an institution 
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and to promote it as a vital part of Allegheny County's 

cultural life. 

At the same time, though, these economic effects 

should not transcend the other roles that Phipps plays 

in Allegheny County. It is important that Phipps 
Conservatory and other public gardens be appreciated for 

all the benefits they bring to their communities--- 

aesthetic, educational, and economic. Advocates of 
public gardens would do well to consider all these 

aspects. 
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