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Abstract

Why do states persist in offering large financial incentives to firms to induce them to invest in the state, a practice commonly derided as “smoke-stack chasing”?  The conventional wisdom is that while incentives may be a poor long term economic development strategy, they are a good political strategy for governors seeking to improve economic conditions and political support in the short term.  Using the annual list of top economic development deals compiled by Site Selection magazine, I examine the political impact of these “trophy” industrial recruitment projects on state level election returns in gubernatorial elections from 1987-2004.  The results demonstrate that trophy hunting is a poor short-term political strategy that harms the incumbent governors’ party’s electoral prospects, particularly for Southern Democrats.  

The hand-out game, whether it involves steel mills or baseball teams or high tech R&D, stops when politicians fathom or are made to learn that it doesn't pay off in most cases and it isn't their role in life to bestow these favors anyway. They ought to attend to competitiveness by maximizing the appeal of their jurisdictions to every kind of enterprise, not just those with a big snout.  —Wall Street Journal, February 4, 1994.
A long-standing puzzle for scholars and practitioners of economic development policy is why states and their governors shower tax incentives and subsidies on firms to induce them to relocate to their state, a practice commonly derided as “smokestack chasing” (Graham 1993) or “buffalo hunting”
 (Atkinson, 2002).  Smokestack chasing has little effect on the location decisions of firms (Wolman 1988) and is rarely a cost effective use of public resources (Buchholz 1999, Burstein and Rolnick 1995, Corporation for Economic Development 1994, Lynch 1996).  The accepted explanation among scholars is that governors prefer the immediate economic and electoral gratification from highly visible smokestack chasing policies (Eisinger 1995).  While smokestack chasing is a poor long-term economic development strategy, it is presumed to be a sound political strategy akin to credit-claiming (Mayhew, 1974).  While this explanation has been widely accepted (Feiock & Clingermayer, 1986; Wolman, 1988), it has only recently been tested empirically (Turner 2001).  


This paper examines the political impact of trophy industrial recruitment projects on gubernatorial elections from 1988-2004.  Trophy projects are the sitings of new corporate facilities that create thousands of new jobs, receive significant public incentives, and are the subject of intensive inter-state competition. The high visibility of these projects provides a critical case for examining the potential electoral payoff for governors from a buffalo-hunting economic development.  To identify trophy projects, I use an annual list of the top economic deals compiled by Site Selection magazine.  

The Persistence of Smokestack Chasing as a State Economic Development Strategy


Economic development practitioners and scholars present policymakers with two economic development strategies.  On one hand, states can pursue a traditional economic development strategy of offering tax abatements, investment credits, low-interest loans, land write downs, and labor-training grants to lure manufacturing plants to relocate to their state (Cobb, 1982).  The problems with an incentive-based economic development strategy are threefold.  First, these incentives are typically too small to affect firms’ site selection process (Fisher & Peters, 1997).  Secondly, incentives like tax abatements erode a community’s tax base and undermine its ability to provide critical public goods (Buchholz, 1999).  Finally, perceived competitive pressures from neighboring states or communities lead policy-makers to offer incentives that outweigh the public benefits of the new facility (Burstein & Rolnick, 1995).   


On the other hand, states can pursue a demand side or entrepreneurial approach premised on supporting indigenous firms and nurturing new businesses and technologies rather than attracting footloose firms (Eisinger, 1988).  These new policies require a more interventionist and risk taking role for the state in creating high technology research parks, investing in state venture capital funds, fostering exports, and nurturing business start-ups (Fosler, 1988).  In the face of increased international competition from low-wage competitors like China and Mexico, states could no longer compete solely by being low-cost, but rather on their competitive advantage (Porter 1990).  These approaches have the potential to avoid the race-to-the-bottom dynamic of incentive based competition and avoid the zero-sum economic development approaches.  


Despite the overwhelming support for the “grow your own” philosophy among economic development scholars and practitioners, the industrial recruitment philosophy and tax incentive programs have remained a core element of state economic development policies (Grant, Wallace, & Pitney, 1995; Leicht & Jenkins, 1994).  Indeed, surveys of state economic development policies have found that most states have increased the number of tax concessions, loans, and outright cash grants available to firms willing to relocate or expand in the state (Chi, 2000), while reducing their entrepreneurial policies (Eisinger 1995).    Incentive based competition reached new heights, or lows, when Alabama bested six other states to locate the new Mercedes SUV production facility with a $253.3 million incentive package (Corporation for Enterprise Development, 1994).  The persistence and growth of industrial recruitment policies is puzzling with the mounting evidence of the economic inefficiency of incentives and their detrimental side effects (Lynch, 1995.)

Governors’ economic development choice is especially important given the importance of economic conditions to voters’ attribution of responsibility and blame.  While earlier research suggest that voters used a presidency centered model for evaluating the governor (Chubb 1988; Simon 1991), more recent research suggests gubernatorial performance ratings reflect an incumbent-centered accountability model (Orth, 2001).  When state unemployment is higher than the national average, governors are punished with lower approval levels; and when it is lower than the national average, governors are rewarded (Cohen & King, 2004).  Voters’ perceptions of state economic conditions have a significant impact in gubernatorial elections (Atkeson and Partin 1995; Carsey and Wright 1998).  

Thus, it is not surprising that governors consistently name economic development as one of their top three priorities and have taken a more active role in recruiting businesses, promoting economic development, and creating jobs (Fosler 1988).  However, it is not clear that the increased concern and policy activism has increased governors’ ability to shape their states’ economic destiny.  Most assessments of state economic development policies have found these policies have negligible, or very modest, effects at best (Brace, 1994; Lowery & Gray, 1992, 1995). 


The political economy view of economic development is that elected officials realize their ability to manage economic conditions is severely limited, and thus seek to shape the public’s perceptions of their ability to control their economy through highly visible symbolic gestures (Dewar, 1998).  For example, Swanstrom (1985) concludes city tax abatement policies are “nothing more than a form of symbolic reassurance, a modern rain dance.”  Similarly, Burnier found most economic development practitioners in Ohio viewed incentives primarily in symbolic or political terms, as making elected officials appear active in promoting economic development and allowing them to claim credit in creating jobs (1992).  This research suggests that economic development policies like industrial recruitment policies should be evaluated “as much for symbolic content as for effect” (Wolman 1988).  


This concept of interpreting industrial recruitment in symbolic or political terms is akin to Mayhew’s notion of credit claiming (Wolman 1988).  According to Mayhew, credit claiming requires elected officials to act “so as to generate a belief in relevant political actors (voters) that one is personally responsible for causing the government, or some unit thereof, to do something that the actor (or actors) consider desirable (1974, p. 52-53).”  As Mayhew notes, credit claiming events are particularly valuable when they provide benefits to a specific geographical constituency and the elected official can reasonably claim to have a hand in allocating them.  The groundbreaking ceremonies of new industrial facilities provide prime credit claiming opportunities for governors to demonstrate their prowess in recruiting new firms and jobs to a particular county in a non-partisan fashion.  

What is significant about this symbolic interpretation of industrial recruitment policies is that it provides an explanation for why governors ignore their analysts and academics and engage in industrial recruitment.  A governor’s ability to benefit electorally from an economic development policy is the product of voters’ perceptions of positive economic outcomes and attribution of responsibility to the governor.  With entrepreneurial policies, a technology center at the state university would attract a graduate student which would later start a growing software company in a state funded business incubator program.  Governors are unlikely to benefit politically for two reasons.  First, the long time line between the governor’s policy intervention and the positive outcome and the incremental nature of the positive economic outcomes makes it virtually impossible for voters to perceive the nature of the outcome.  Second, the long time line and indirect impact of public policy on the company make it impossible for governors’ to claim responsibility for the outcome.  While entrepreneurial policies may have a positive impact on economic growth in the long term, they are a poor strategy for governors’ seeking to shape the public’s perception of their ability to shape the economic climate.  

In contrast, the visibility and immediacy of industrial recruitment policies make them a superior economic development strategy from a political perspective.  The gubernatorial groundbreaking ceremony for a new corporate facility and concurrent announcements of the number of new jobs increase the likelihood that voters are aware of the positive contribution to the regional economy.  Moreover, governors can plausibly claim credit that their personal involvement in recruiting a firm to a county is the reason for the improved economic conditions.  This analysis of the relative political value of industrial recruitment versus entrepreneurial strategies is implicit in most explanations of why elected officials focus on "buffalo hunting" instead of “growing our own” strategies.  The political benefits of bringing in the “big kill” (a.k.a the major employer who can provide 300 jobs) outweigh a strategy premised on local companies hiring new workers.


Individual level analysis of voters have found a strong relationship between voters’ perceptions of state economic conditions and gubernatorial vote choice , Svoboda 1995(Howell and Vanderleeuw 1990; Atkeson 1995; Carsey and Wright 1998)
.  However, other studies “have found that “a sizable proportion of respondents cannot hazard a guess as to the current inflation and unemployment rates, and those who are willing to offer an estimate often suggest inflation and unemployment rates that deviate substantially from objective national economic conditions (Holbrook and Garand 1996, 369-70).”  What this suggests is that even if industrial recruitment does not affect state economic outcomes, the symbolic management of the state economy might positively affect voters’ perceptions of state economic conditions and the governor’s role in fostering those conditions.  


However, relatively little research has been conducted on whether governors do benefit politically from the “big kill”.  An earlier study of the electoral impact of industrial recruitment strategies found that success at recruiting firms did not translate into political support at election time (Turner, 2001).   However, this study only examined two rounds of gubernatorial elections in seven states.  Moreover, many of the recruited firms were relatively small (under 150 employees), raising questions about the extent of gubernatorial involvement and the public’s awareness, both critical conditions for successful credit-claiming by the governor.  

Research Design

This paper seeks to examine whether governors benefit from smokestack chasing in the subsequent election.  While the electoral benefits of smokestack chasing for governors could accrue at both the statewide and local level, this paper examines the state level effects of smokestack chasing.  I use the incumbent party’s share of the two-party vote (Peltzman 1987; Ebeid and Rodden 2006).  The assumption is that voters will attribute the economic performance of the incumbent governor with his or her party as well.  Thus, if an incumbent governor does not run, the performance of his or her administration will fall upon the candidate of the governor’s party.  The incumbent party’s share of the two-party vote is measured by the number of votes for the incumbent party’s governor divided by the number of votes for the Republican gubernatorial candidate + number of votes for the Democratic gubernatorial candidate.  I turn the proportion into a percentage by multiplying by 100.  
The dataset includes all gubernatorial elections from 1987-2004 for all 50 states except Alaska and Hawaii.  The dataset covers four gubernatorial election cycles for the 33 states holding their elections in midterm years (1990, 1994, 1998, 2002) and off-off years (NJ and VA 1989, 1993, 1997, 2001); five gubernatorial election cycles for the nine states electing governors in presidential election years (1988-2004) and off election years (KY, LA, MS 1987, 1991, 1995, 1999, 2003); and nine gubernatorial election cycles for the two states with two year election cycles (NH and VT).
 

Trophy Industrial Recruitment Projects 

Identifying projects which received incentives and are of sufficient scale to have a political impact is difficult.  By one estimate, there are between 200-300 large scale projects being pursued by approximately 15,000 investment attraction agencies in any given year (Loveridge, 1996).  One solution for identifying corporate projects is to use state economic development lists of corporate relocation funded by the state (Turner, 2001).  However, this data is not available for the overwhelming majority of states, and many of the projects are relatively small in size (fewer than 100 employees).  

To identify, the “trophy” industrial recruitment projects that create thousands of new jobs, receive significant public incentives, and are the subject of intensive inter-state competition, I turned to Site Selection’s annual list of the “top deals” in economic development (Bruns, 2005; Deal, 2002; Lyne, 1997, 1999, 2000; Starner, 2001, 2002, 2003, 2004).  Site Selection is dedicated to tracking the siting of all major business deals in the United States and the pursuit of those deals via state incentives.  It glorifies of the culture of smokestack chasing and the economic and political value of incentive based competition.  They select their “top deals” based on total capital investment, total number of jobs created, regional economic impact, the role of incentives in landing the deal, and competition for the project to locate elsewhere.  The magazine identifies the “top ten” deals every year as well as listing 10-15 sitings that qualify as “very honorable mentions.”  While the Site Selection Top Deals list is not an exhaustive list of every major corporate location deal, the list includes the 10-25 high-profile industrial recruitment deals each year.  These deals are the proverbial “grand slam” for any state economic development agency. 
Each deal identified by Site Selection has three important characteristics for studying the political impact of credit claiming.  They have a very large and immediate economic impact; they are subject to intensive inter-state competition for the deal; and they involve significant incentives and gubernatorial involvement.  These characteristics are necessary to meet three criteria to assess whether voters reward governors for the symbolic value of smokestack chasing.  First, the trophy must be visible and desirable to voters.  The trophies identified by Site Selection clearly are.  For example, in 2003, the nineteen top deals identified by Site Selection magazine reported creating 2,468 jobs and investing $542.5 million on average.  For example, the decision by Vanguard Group to expand its world headquarters in Chester County, Pennsylvania, involving the creation of 6,000 jobs at a corporate complex, was described as “Pennsylvania's largest jobs project in 25 years”.  The sheer economic impact of these projects makes these projects both highly visible and desirable to voters (Starner, 2001).  
Second, in order to credit claim, voters must believe that the government action was responsible for the outcome in question.  With each of the trophy deals, the Site Selection descriptions emphasize the importance of large incentives in landing the deal in the face of significant interstate competition.  According to Site Selection, “the issue of existing or specially approved incentives was omnipresent” for the winning states.  For example, the siting of the Vanguard Group would not “be a reality for Pennsylvania, however, without a $55.5 million incentive package that apparently sealed the deal. ‘It's a competitive world, and Delaware's not far down the road, to be honest,’ said John J. Brennan, chairman and CEO of Vanguard. In fact, Brennan noted, Pennsylvania's incentive package "tipped the balance" in favor of Vanguard staying home for the expansion.” 
Finally, the third ingredient of credit claiming is that the voters have to believe that the governor is personally responsible for the positive outcome.  The Site Selection descriptions are characterized by governors emphasizing their role in the wooing of these businesses and trumpeting the significance of these deals for locality and area.  For example, Virginia Governor Mark Warner personally hosted Eli Lilly executives for lunch at the Governor's Mansion “to help close the deal on an incentive package” that resulted in a $425-million insulin manufacturing plant and 700 jobs in Prince William County (Deal, 2002).  In Michigan, after giving a $256 million incentive package to entice General Motors to build two plants just outside Lansing, Governor John Engler said, "This is a tremendous victory for Michigan and Lansing area workers and businesses (Starner, 2001).”  Finally, after IBM decided to build a new $2.5 billion chip manufacturing facility in East Fishkill, New York, after receiving over $500 million in incentives from the state, Governor Pataki heralded IBM’s decision as the beginning of a “comeback” for the state and evidence of the governor’s good leadership.  Pataki declared, “By leading the nation in tax cuts, reducing workers' comp rates, slashing job-choking red tape and making sound investments in education, we turned crisis into comeback. Now IBM is not just staying in New York; it is growing and investing in New York (Starner, 2001).”  These three anecdotes suggest that not only are governors closely involved in the wooing process, they also actively seek to make the high amount of their involvement known to the public.  
In short, the visibility, economic impact, role of incentives, and gubernatorial involvement in these trophy deals makes them a critical case for studying the potential political impact of industrial recruitment strategies (Yin 1976).  Moreover, these incentive laden trophy deals are precisely the very ones that incentive reformers rail against (LeRoy and Hinckley 2002). 


The recruitment of trophy firms is a moderately frequent occurrence in gubernatorial elections.  From 1987-2004, Site Selection identified 171 trophy firms.  Forty-five percent of governors recruited at least one trophy firm and 17 percent of governors recruited two or more (See Figure 1).  The relative frequency of trophy recruitments allows us to assess their role in gubernatorial elections.  
Figure 1 Here


The conventional wisdom is that smokestack-chasing is a good political strategy and thus I assume that governors which recruit trophy firms should be more successful in their subsequent election.  Since the political impact of recruiting trophy firms could be mediated by partisanship, incumbency, and regional factors, I include four separate measures of trophy firms.  First, I measure the trophy variable as the number of trophy firms recruited during the previous governor’s term.  Second, voters might choose to reward Republican and Democratic governors that recruit a trophy firm differently.  Of the 171 trophy firms, 80 were recruited by Democrats, 91 by Republicans.  I test for partisan effects by include the number of trophy firms recruited in the previous gubernatorial election by Democratic and Republican governors (Democratic Trophies, Republican Trophies).  Third, voters might also be more willing to reward the incumbent governor who recruited the trophy firm(s) and not his or her partisan successor.  Thus, I include a third set of variables to differentiate between the impacts of partisanship and incumbency (Democratic Incumbent Trophies, and Republican Incumbent Trophies, Democratic Challenger Trophies, Republican Challenger Trophies).  Fourth, there may be regional differences among voters in their expectations about governors’ responsibility for economic development.  Specifically, Southern states have been far more aggressive in their use of industrial recruitment or smokestack-chasing as their economic development strategies (Cobb 1993).  It may be possible that Southern voters, defined by the 13 states in the Confederacy (Key 1949), are more likely to reward their governors for smokestack-chasing than their counterparts elsewhere since industrial recruitment has played a larger role in those states’ economies.  I include a set of variables to assess whether Republican and Democratic incumbent governors in the South receive similar electoral credit their counterparts outside of the South (Democratic Incumbent Trophies,  South; Republican Incumbent Trophies,  South; Democratic Incumbent Trophies, Non South; Republican Incumbent Trophies,  Non South).  Table 1 below shows the number of trophy firms recruited by each gubernatorial candidate category.  
Table 1
	Category
	# of Trophy Firms
	Gubernatorial Candidate Variable

	Simple Effects
	177
	Trophy Firms

	 
	 
	 

	Partisan Effects
	80
	Democratic Trophies

	
	91
	Republican Trophies

	
	
	

	Partisan x Incumbency Effects
	29
	Democratic Challenger Trophies

	
	55
	Republican Challenger Trophies

	
	51
	Democratic Incumbent Trophies

	
	36
	Republican Incumbent Trophies

	
	
	

	Partisan x Incumbency x Regional Effects
	20
	Republican Incumbent Trophies,  South 

	
	31
	Democratic Incumbent Trophies,  South 

	
	16
	Republican Incumbent Trophies,  Non South 

	
	20
	Democratic Incumbent Trophies, Non South 


Economic Variable 


State level studies of gubernatorial elections have found that governors are held accountable for state level economic conditions (Atkeson & Partin, 1995; Carsey & Wright, 1998).  Unemployment and per capita income change at the county level also affect governor vote totals (Turner 2001).  I use the average unemployment rates in the year of the election.  The expectation is that higher unemployment reduces voter support for the incumbent governor’s party.  Data on state unemployment rate is from the Bureau of Labor Statistics.
Political Variables 


I include four political dummy variables. First, it is well established in the literature on gubernatorial elections that incumbents have significant electoral advantages over their challengers (Cohen 2007; Tompkins May, 1984) and thus I include a dummy variable to capture whether an incumbent governor is running.  Second, states vary in their partisan inclinations.  To capture the underlying partisan tendencies of the state, I include a measure of the incumbent party’s “normal vote”.  Following Ebeid and Rodden (2006), I operationalize the normal vote as the average share of the two-party vote received by the incumbent party in the previous gubernatorial, senatorial and presidential elections.  

There remains considerable debate about the impact of presidential coattails and approval on gubernatorial elections.  The conventional wisdom was that all subnational elections are referenda on the incumbent president’s performance (Simon 1989; Simon 1991) and that the incumbent governors of the presidents’ party are affected by only national economic conditions.  Some studies suggest presidential approval ratings can have larger impacts on gubernatorial elections than state economic conditions (Holbrook-Provow 1987; Chubb 1988; Cohen 2007).  Other studies suggest presidential approval does not impact gubernatorial election outcomes (Atkeson and Partin 1995) although see (Carsey and Wright 1998).  I include two variables to capture the impact of presidents on gubernatorial elections.  First, I include a measure of whether the governor and the president are of the same party.  Same party is coded 1 if the incumbent gubernatorial party is the same as the president’s party; -1, if different.  This variable captures the often noted midterm punishment or balancing phenomena (Simon 1989).  Second, I include a partisan measure of the presidential approval ratings.  For example in 2002, George W. Bush’s approval ratings stood at 65.5 percent.  If the incumbent gubernatorial party was Republican, it was coded as 65.5.  If the incumbent gubernatorial party was Republican, it was coded as -65.5.  The presidential approval ratings are from the polls conducted in the first week of November from the Gallup Poll organization.  While a national measure of presidential approval is less accurate than state specific approval ratings of the president (Cohen 2007), state level presidential approval data is not available for most gubernatorial elections studied here.    
The Electoral Impact of Trophy Industrial Recruitment Projects

The results of the four models of trophy industrial recruitment projects presented in Table 2 are consistent with research on gubernatorial elections.  Increasing state unemployment rates in an election year have a negative impact on the incumbent party’s electoral prospects.  Each percentage point increase in unemployment produces a one percent decrease in the incumbent party’s share of the two party vote.  Incumbent governors’ have a sizeable electoral advantage of between 8.9-9.8 percentage points in all four models over their challengers.  Similarly, the normal vote has a statistically significant and positive effect.  The variables on same party and presidential approval are not statistically significant in all four models although they are close to statistical significance and the signs are in the right direction.  These results are consistent with the phenomena that voters sometimes punish governors of the same party as the president (Cohen 1997).
More importantly, the findings demonstrate that that trophy hunting is a poor political strategy for governors to compensate for their relative lack of influence over economic conditions.  In none of the four models do any of the different measures of trophy firms have a positive electoral impact.  Indeed, the coefficients for all of the trophy variables are always negative.  These results refute the conventional wisdom that industrial recruitment always pays political dividends for governors.  
The results for the Trophy Effects variable from Model 1 suggest that each trophy firm a governor recruits to the state costs the incumbent governor’s party almost one percentage point worth of support in the general election.  The Partisan Effects variables from Model 2 suggests that voters punish Democratic governors more than they punish their GOP counterparts.  The Incumbent Partisan Effects variables in Model 3 show that only incumbent Democratic governors who are negatively affected by recruiting trophy firms.  
However, Model 4 highlights the complex interaction between party, incumbency, and region.  The trophy variables in Model 4 suggest that Southern Democratic incumbent governors pay a significant electoral cost for recruiting trophy firms.  The coefficient suggests that each trophy firm they recruit costs them two percent points in the general election.  This finding is particularly compelling when we recall from Table 1 that Southern Democratic governors were more successful in recruiting trophy firms (31 trophies), than any of the other three categories of governors.
  
Analysis

These findings should prove heartening to critics of tax incentive based industrial recruitment strategies.  If the most high profile and visible industrial recruitment projects cannot overcome the normal partisan, presidential, economic and incumbency tides in gubernatorial elections and have a positive impact on incumbent governors’ electoral prospects, than the far more common but less visible industrial recruitment policies are not likely to provide political returns either.  This finding is consistent with an earlier study of the electoral impact of industrial recruitment strategies found that gubernatorial success at recruiting firms did not translate into political support at election time (Turner, 2001).   

The finding that trophy firms do not provide political returns for governors in general, and are in fact harmful to the political prospects of Southern Democratic incumbent governors from 1988-2004, who were particularly aggressive in using incentives to attract firms raises the obvious question of why.
V.O. Key (1949) hypothesized that the development of a modern industrialized economy would hasten the demise of the one-party South and the development of a two party system.  Hoyman (1977) found that the siting of large automakers in rural areas had significant economic and social changes that disrupted existing political coalitions and arrangements.  Many of the Southern trophy firms like Mercedes in Alabama, BMW in South Carolina, and Nissan in Tennessee, to name three from the dataset, have accelerated the modernization of the Southern economy.  In diversifying their state economies, Southern Democratic incumbents are laying the seeds of their own demise.  

Another explanation is that the Southern voters were undergoing a regional partisan realignment whose partisan tides overwhelmed any electoral benefits their governors might have accrued at another time from their recruiting prowess.  However, the normal vote variable, which equals the average of state vote for the incumbent’s party in the previous presidential, senate, and gubernatorial elections, takes these regional partisan trends into account.  Moreover, the Southern-specific explanation cannot explain why trophy firms do not have a positive impact outside of the South, or for Republican governors in the South.  
Further complicating this puzzle, in an earlier paper, I examined the impact of recruiting a trophy firm on the number of votes the incumbent governor’s party receives at the county level.  That research found that for each trophy firm, the governor’s party candidate receives, on average, 5,417 more votes in that county and 2,257 more votes in each adjacent county in the subsequent election.  These results suggested that highly visible smokestack chasing strategies could produce significant local electoral benefits.  The study did not distinguish between Southern and non-Southern governors.  How then to distinguish between the positive impact at the county level, as measured by number of votes, and the negative impact of trophy firms at the state level, as measured by percent of votes?  It may be that the amount of political attention and state resources a governor devotes to single deal provide regional political benefits, but generate political resentment in the rest of the state.  Further analysis is necessary to disentangle the difference between state and local effects.
Finally, it may be that the combination of the high visibility of the deals and the large amount of tax incentives granted to these firms may be unpopular among voters.  The generosity of tax incentives granted to Mercedes, over $250 million, became an issue in the subsequent gubernatorial election and was viewed by some as the cause of Alabama Governor James Fobbs (R) defeat.
  Alternatively, it may also be that politically vulnerable governors are most likely to engage in these highly visible smokestack chasing.  
Conclusion 


As the Wall Street Journal editorial noted, “The hand-out game, whether it involves steel mills or baseball teams or high tech R&D, stops when politicians fathom or are made to learn that it doesn't pay off in most cases...”  The conventional wisdom that groundbreaking ceremonies for new firms provide a valuable credit claiming opportunity for governors to demonstrate their capacity as a jobs rainmaker and manager of the state economy is false.  Spending millions in tax incentives to recruit firms to a state does not provide short term political benefits for the governor or his or her party in subsequent election.  These results are likely to provide further ammunition to critics of the tax incentive war between the states (Burstein and Rolnick 1995), since they suggest there are no political advantages from the pursuit of short-term economic development strategies like industrial recruitment.  
Figure 1  Frequency of Trophy Firms in Gubernatorial Elections
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Table 2 Electoral Consequences of Smokestack Chasing
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	(Constant)
	45.604
	5.169
	 
	0.000
	 
	45.658
	5.178
	 
	0.000
	 
	44.991
	5.278
	 
	0.000
	 
	44.702
	5.192
	 
	0.000

	R2
	
	
	0.268
	
	
	
	
	0.269
	
	
	
	
	0.273
	
	
	
	
	0.271
	

	N
	
	
	211
	
	
	
	
	211
	
	
	
	
	211
	
	
	
	
	211
	


Method:  OLS Regression
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� The metaphor of buffalo hunting is inspired by the idea that economic developers go out in search of the “big kill”, that is the major employer who can provide 200 jobs.


� Rhode Island had two year election cycles from 1988-1994 after which it switched to four year cycles.  Thus, six gubernatorial elections are included for Rhode Island.


� The sign and statistical signficance of the trophy variables in each of the four models remains the same even if I include dummy variables for years.  


� The governor also sweetened the deal by promsing to purchase a large number of the Alabama produced Mercedes SUVs to serve as state vehicles and putting the Mercedes logo on the University of Alabama football stadium scoreboard.
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