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ABSTRACT

We develop a model in which state governments spend funds

on attracting capital with the intent of maximizing the

domestic wage bill. Our results suggest that states are

likely to spend more on industrial development as the
share of manufacturing in the state labor force increases,

and spend less on economic development as the state wage
level increases. Empirical tests using state expenditure

data confirm the predictions of the model.

JEL Classification Numbers: H7, 02, RS

Send correspondence to:

Mark M. Spiegel
Department of Economics

New York University
269 Mercer St., #306

New York, NY 10003

(212)-998-8903

* The technical assistance provided by the C.V. Starr Center at New York

University is gratefully acknowledged.


