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Executive Summary

As ancient Rome lived in splendor off the tribute raised in the provinces, so in modern America the political capitals
are prospering economically at the expense of the rest of the nation. The productive, private citizens in outlying
regions of our nation and states are financially burdened to pay for a parasite public economy of lawmakers, lobbyists,
contractors, and bureaucrats in the political centers. Several statistics support those claims:

Average annual pay of workers in the District of Columbia exceeds the national average by 48 percent. Nation-
wide, income per person in counties with state capitals tends to be nearly 10 percent higher than in other regions.

The income differential between Washington and the rest of the nation rose from 25.9 percent in 1980 to 32.1
percent in 1990. The poorest states have capitals with per capita income levels about 17 percent above state
averages; the richest states show virtually no income differential, which suggests that government income
redistribution may contribute to poverty rather than enhance wealth.

Although unemployment in the Washington, D.C., metropolitan area has been increasing, it remains almost 30
percent below the national average. Unemployment rates in counties containing state capitals average about 20
percent lower than in other counties.

That evidence is consistent with the hypothesis that those who make up the "parasite economy" have been successful at
improving their economic well-being at the expense of those working in the productive private economy.

Introduction

At the time of the birth of Christ, Rome was a prosperous, thriving place, with a standard of living that was probably
significantly higher than that of any other city in the western world, if not on the entire planet. Ancient Rome did not
become relatively rich through capital formtion and technological advance, the usual causes of economic progress and
prosperity. It thrived as a government center living largely off the tribute (taxes) of the provinces and conquered lands.
An ever-growing share of the income that was earned through the work of people living in the provinces was
transferred each year to those living in the capital. Rome did not produce wealth; its prosperity came at the expense of
individuals living in Spain, France, northern Africa, and elsewhere. The parasitic nature of Rome's opulent existence
contributed to its eventual downfall.[1]



Is a similar redistribution of income and wealth taking place in contemporary America? This study looks at data on
incomes, job opportunities, and population movements for recent years and concludes that, by and large, American
political centers do benefit at the expense of surrounding areas. Resources are being extracted from the general
taxpaying public to feed the bureaucrats and government officials who tend, other things being equal, to concentrate
themselves in state or national capitals. Moreover, the tendency to enrich the political center at the expense of the rest
of the polity has, on balance, grown over time. America's government centers have become parasite economies.

The Growth of the Parasite Economy

It is useful to describe the United States as having a dual economy. On the one hand, there is the private-sector
economy, which produces goods and services in response to the wants of consumers and businesses. On the other
hand, there is the government sector, which largely redistributes income. Typically, government is said to redistribute
income from rich to poor or from young workers to older retirees, but increasingly there is evidence that individuals
use government to redistribute income from the general taxpaying public to themselves. Author Jonathan Rauch has
termed Washington, D.C., a "parasite economy."[2] Of course, not all governmental activity is of a parasitic nature.
The protection of rights--through police, courts, and national defense--is an essential function of government. Many
traditional functions of government such

as providing roads and schools do yield benefits to taxpayers, (though some of those services might be produced more
efficiently in the private sector). However, as government as grown larger, the parasite economy--that is, the people
who derive their livelihood from government spending and taxes--has flourished. The amount of government spending
defines the potential "pie" from which the parasites ("rent seekers" to economists) try to siphon off income for
themselves.[3]

Regulations that transfer wealth are also part of parasite economies. Table 1 shows the maximum possible size of the
parasite economy over the past 40 years. Total government expenditures (excluding intergovernmental transfers) have
risen from less than one-fourth of total output to two-fifths.[4] The growth in spending has been relent- less, with
government's share of total output occasionally flattening but never significantly declining.[5] Increases in
governments' (and parasites') share of total output are observed during both Republican and Democratic
administrations in Washington. Clearly, the potential income available for siphoning into the pockets of the parasites
has grown over time. In 1994 the figure for total government spending--federal, state, and local--was roughly $2.7
trillion.

The Relative Economic Status of Washington, D.C.

How much of that spending was of a parasitic nature-- how much of those funds enriched people involved in govern-
ment, rather than citizens who are supposed to be helped? One way to answer that question is to examine how rapidly
government centers are growing relative to nongovernment centers.

Although the federal government has facilities throughout the nation and beyond, the largest single concentration of its
resources is in and around the nation's capital. With the growth of government, many of the most important federal
agencies have moved from the District of Columbia to nearby Virginia or Maryland, and a larger number of federal
workers live in those suburban areas than in the capital itself.[6] Accordingly, a good case can be made that the
appropriate definition of the capital is the Washington metropolitan area, including the Virginia and Maryland suburbs.
At the same time, however, the District of Columbia itself is the most purely governmental part of the metropolitan
area, so the most relevant comparison is the district.[7]

Income Data

As Figure 1 indicates, income per capita in the District of Columbia itself in 1993 was $29,836, some 43.6 percent
higher than the average for the rest of the United States, $20,761.[8] Despite its lack of any significant manufacturing
or services companies, per capita income in the District of Columbia exceeded that of every single state in the Union.
Income per capita in the capital was more than 26 percent higher than in the Baltimore metropolitan area, which is near



Washington. That is despite the fact that Washington contains deep pockets of poverty among those not associated
with government.

Moreover, Washington's income disparity, relative to the rest of the nation, has risen dramatically in recent years as the
parasitic forces have extended their grasp over the nation's income, as Figure 2 indicates. After rising steadily in the
1980s (from 25.9 to 32.1 percent) the differential between the District of Columbia and the rest of the nation has
soared (from 32.1 to 43.6 percent) in the Bush-Clinton era. That reflects the fact that in absolute dollars income per
capita has risen more than twice as much since 1990 in the District of Columbia as in the rest of the nation.

Data for the Washington metropolitan statistical area (including parts of Maryland, Virginia, and even a corner of
West Virginia) show that per capita income in 1992 was $26,817, 26 percent above the U.S. metropolitan area average
of $21,247, and that Washington ranked 11th of 310 metropolitan areas, topped only by parts of the New York City
metropolitan area, some wealthy Florida retirement communities (for example, Palm Beach), and San Francisco and
Silicon Valley.

Clearly, many people in Washington, D.C., are prospering as a result of government. The statistical evidence supports
the view that a geographic redistribution of income occurred between the rest of America and the nation's capital,
since the capital is largely sustained economically through governmental expenditures in large part financed by taxes
levied on individuals living in the outside areas. Relatively few people in the Washington area directly produce goods
and services--many are lawyers, legislators, lobbyists, and bureaucrats who live off the tax dollars that flow to
Washington.

There are other clear signs that the parasite economy in Washington is growing. The number of lobbyists has grown far
out of proportion to the growth in the American labor force, as Figure 3 shows. Between 1976 and the early 1990s, the
number of American workers serving as registered U.S. Senate lobbyists more than doubled. The "income creators"
have grown numerically less rapidly than the "income redistributors" (parasites), thereby draining some vitality and
productivity from the national economy.

In theory, the observed income differential for Washington might be explained by high levels of property income
among Washingtonians or by greater levels of labor force participation.[9] Data on average annual pay of workers,
however, suggest that such is not the case. Comparing data for the District of Columbia, the metropolitan Washington
area, and the United States for 1993 shows that the nation's capital has relatively high pay levels for its workers
(Figure 4). The District of Columbia had higher average annual pay in 1993 than any one of the 50 states, more than
$6,000 above highest ranked, Connecticut.[10] Pay in the district exceeded the national average by more than $12,800,
or more than 48 percent. Among the 310 metropolitan areas, the Washington area ranked 10th, exceeding the average
of metropolitan areas by 20 percent.

Moreover, the disparity between Washington and the nation has actually been growing in recent years, when economic
theory suggests that the equalizing qualities of the market should have actually narrowed the wage differential.[11] As
Figure 5 shows, real annual pay growth from 1984 to 1993 in the District of Columbia was 12.2 percent, nearly four
times the growth (3.3 percent) for the nation as a whole. The capital-area workforce has prospered relative to ordinary
working people living outside Washington.

The relatively high pay level in the nation's capital is not surprising considering the recent findings of Wendell Cox
and Samuel Brunelli that suggest that civilian employees of the federal government earn 26 percent more than their
private-sector counterparts.[12] Taking account of greater fringe benefits, the private/federal differential is even greater
(over 45 percent.)[13] Moreover, the private/public differential grew in the 1980s, as pay for federal employees,
especially those in the military, rose several times faster than pay in the private sector.[14]

Population Change

When an area is perceived as relatively economically desirable, people tend to move to it, increasing population.
Similarly, when an area is perceived as having a relative lack of economic opportunities, people tend to move out. The



growing economic disadvantage of communism forced the East Germans in 1961 to build the Berlin Wall to prevent
massive emigration. The growing economic advantage of life in America led this nation in the 1920s to restrict
immigration.

Unemployment and Working Conditions

Economists have developed the concept of compensating differentials, which suggests that sometimes wage or income
differentials are explainable in terms of undesirable aspects of the employment experience. Factory workers typically
are paid higher wages than are workers in service industries, in part because of somewhat greater risk of accidents, and
in part because there is a greater probability of layoff. In other words, factory workers trade off some job security for
additional income.

There is no evidence that higher pay in Washington is a result of jobs' being otherwise undesirable. The Cox and
Brunelli study on employee compensation suggests that in many respects federal employees have greater nonwage
perks, including better fringe benefits and fewer work hours.[15] Area-specific data on workplace safety are not readily
available, but some national data suggest that it is unlikely that employees in the Washington area face greater risks.
Data on employment accidents suggest that disabling accidents are not unusually high among government workers,
despite the current slang term "going postal" used to refer to a colleague's becoming hysterical or violent.[16] The
accident rate is even lower in nongovernmental service occupations associated with the parasite economy, such as
lobbying. Pay is not high in the Washington area because the work is unusually dangerous.

The evidence is clear that employment security is much greater in Washington than in the average American locale.
Table 2 lists the Washington, D.C., metropolitan area unemployment rate for six dates, along with that for the nation as
a whole. In every year the unemployment rate in Washington was significantly below that for the entire nation.
Averaging the six years, the Washington unemployment rate of 3.83 percent was fully 40

percent less than the national average of 6.42 percent.

Moreover, the geographic area surrounding Washington is not inherently a low-unemployment area. Table 2 includes
the statistics for the adjacent Baltimore area. In every single year, unemployment in Washington was materially lower
than in Baltimore.

Not only is unemployment in general much lower in the Washington metropolitan area; the variations in
unemployment tend to be less as well. Thus residents of the nation's capital and its suburbs do not face the worries
associated with economic fluctuations that concern the bulk of the American population. There appears to be much
truth to the old quip that Washington is recession proof.

The overall desirability of federal employment is revealed in statistics on "quit rates," the number of emloyees who
quit their jobs in a given month per 100 employ-ees. Dissatisfied, underpaid workers tend to quit work in relatively
high numbers, while satisfied, relatively high paid workers tend to quit less often. The quit rates for federal employees
are dramatically lower than for private-sector workers. Indeed, the recent quit rates in federal employment tend to be
more than 20 percent lower than were quit rates in private-sector manufacturing during the midst of the Great
Depression, when workers were desperately seeking any kind of job available.[17]

In short, in our nation's capital income and working conditions are markedly higher and better than the national
average. Washington today is one of the wealthiest areas in the country; it has attracted inflows of population to a
much greater extent than is typical of other areas, and it offers its residents a very comfortable life style with high job
security and low unemployment. Like ancient Rome, our nation's capital has prospered relative to the provinces
surrounding it. The nearly 99 percent of the American people living outside Washington have paid increasingly high
taxes (or interest rates or prices, where nontax financing has been used) to pay for the affluence of a privileged class in
the capital.

The State Capitals



Washington, D.C., is not America's only parasite economy. Increasingly, state capitals have been siphoning off wealth
from the residents within their states' borders.

The Growth of State Governments

Whereas Table 1 suggested that state and local governments grew rapidly over the past 40 years, the relevant
consideration in terms of the prosperity of state capitals is spending by state governments alone. In particular, the key
statistic is state direct general spending other than grants and transfers to local governments, since those
intergovernmental transfers presumably benefit outlying regions of each state. Table 3 shows the growth in that
restricted category of state spending, also excluding spending for such business operations as liquor stores, utilities,
and insurance funds.

In real terms (using the gross domestic product price deflator to capture changing prices), state direct general
expenditures (other than intergovernmental transfers) quintupled from 1950 to 1990. As a proportion of total GDP,
they rose from less than 3.8 percent to over 6 percent. States siphoned an increasing proportion of the incomes of their
citizenry to finance expenditures that potentially enriched the capital area relative to the rest of the state.

To examine the degree to which capitals have exploited surrounding areas, income and population data for the 1980s
were gathered for each county containing a state capital, as well as each state as a whole.[18] Subtracting the capital
county statistics from the state aggregates yields information on the state outside the capital county. The county was
used as the frame of geographic reference for several reasons. The use of municipal boundaries seemed too restrictive,
inasmuch as a large proportion of people employed in many capitals lives in surrounding suburbs. On the other hand,
there were problems with a metropolitan area designation: some state capitals are not in metropolitan areas; some
metropolitan areas extend into other states.

Figure 7 shows that the unweighted mean per capita personal income in 1989 for the counties with state capitals was
$17,866, $1,468 higher than the mean per capita income of $16,398 in noncapital counties.[19] While that is not as
striking as the national data, typically the capital county had about 10 percent more income than the surrounding area.
In 35 of the 50 states, income was higher in the capital county.

To be sure, as Table 4 shows, the situation in individual states varied widely. If we look for wide income differentials,
we find 15 states where the capital county had income levels at least 20 percent higher than the other counties: Alaska,
Arizona, Arkansas, Georgia, Hawaii, Idaho, Iowa, Louisiana, Mississippi, New Mexico, North Carolina, Oklahoma,
Tennessee, Virginia, and West Virginia. By contrast, only one state, Delaware, had per capita income in the capital
county more than 20 percent below the average of the other counties.

Table 4

Per Capita Personal Income for Capital County and rest
of State, 1989

State Capital
County

Rest of
State

Capital County as
Percentage of Rest of State

Alabama $15,685 $13,558115.7
Alaska 24,773 19,042 130.1
Arizona 17,705 13,195 134.2
Arkansas 16,685 2,356 135.0
California 18,194 19,899 91.4
Colorado 20,059 17,066 117.5
Connecticut 24,040 25,066 95.9
Delaware 14,054 19,672 71.4
Florida 15,724 17,745 88.6
Georgia 21,557 15,437 139.6
Hawaii 19,171 15,855 120.9



Idaho 17,194 12,887 133.4
Illinois 18,268 18,880 96.8
Indiana 17,730 15,514 114.3
Iowa 18,679 15,266 122.4
Kansas 17,886 16,429 108.9
Kentucky 15,649 13,800 113.4
Louisiana 16,236 12,607 128.8
Maine 16,086 16,459 97.7
Maryland 21,772 20,845 104.4
Massachusetts 21,676 22,308 97.2
Michigan 17,357 17,541 99.0
Minnesota 19,337 17,439 110.9
Missouri 15,829 16,454 96.2
Montana 15,078 14,090 107.0
Nebraska 16,067 15,640 102.7
Nevada 20,396 18,937 107.7
New
Hampshire 19,916 20,357 97.8

New Jersey 23,913 23,717 100.8
New Mexico 15,795 13,048 121.1
New York 20,897 20,816 100.4
No. Carolina 20,025 14,980 133.7
No. Dakota 15,477 13,513 114.5
Ohio 17,917 16,322 109.8
Oklahoma 16,490 13,558 121.6
Oregon 14,957 16,101 92.9
Pennsylvania 17,158 16,322 98.7
Rhode Island 17,117 19,605 87.3
So. Carolina 15,663 13,441 116.5
So. Dakota 14,944 13,827 108.1
Tennessee 18,359 14,317 128.2
Texas 17,097 14,458 110.6
Utah 14,315 12,199 117.3
Vermont 16,385 16,529 99.l
Virginia 23,353 18,821 124.1
Washington 15,663 17,768 88.2
West Virginia 15,397 12,043 127.8
Wisconsin 19,023 16,252 117.1
Wyoming 15,139 14,440 104.8
U.S. avg. 17,916 16,458 108.9

Source: Author's calculations based on data from U.S. Department of Commerce, Bureau of Economic Analysis.

One characteristic of states where the capital counties had much higher incomes than the outlying counties is that they
tended to be relatively poor. Twelve of the 15 states mentioned above had per capita incomes below the national
average. That suggests that states where income was redistributed the most to the capital area were states that were
comparatively poor.

Accordingly, the states were divided into two categories, "rich" and "poor." The rich states were defined as those with
the 25 highest per capita incomes, and the poor states were defined as those with the 25 lowest per capita incomes. The



capital/noncapital income differentials of the two groups were then compared.

The results are startling. The typical (median) rich state had a capital county with an income level that differed hardly
at all (0.4 percent higher) from that of the other counties. By contrast, in the poor states, the capital counties typically
(at the median) had markedly higher (more than 17 percent, or $2,000 per person) income levels than did the
surrounding areas. Indeed, in almost half of the cases, the capital/other area income differential exceeded 20 percent, or
about $3,000 per person. As a generalization, then, it seems that where capital cities are relatively opulent compared
with nearby areas, those surrounding areas typically are poor relative to the rest of the nation.

That suggests that the very act of redistributing income from the general public to public employees living in capital
counties may have an impoverishing impact on the population of a state. That is consistent with a view that taxing
relatively highly productive individuals in the private sector in order to subsidize less productive public-sector workers
is debilitating to economic development.[20]

An important question is, are the poor states (with relatively rich capitals) also states with substantial governmental tax
burdens? The answer is yes. In the poor states, the median level of taxes per $1,000 was $206.93, more than 11 percent
higher than the median for rich states ($185.51). Poor states tended to burden their citizens more with taxes (relative to
the ability to pay) and tended to have big income disparities between the capital and the surrounding areas. Rich states,
by contrast, tended to have relatively low tax burdens and little economic difference between the capital and
surrounding areas.

That brings us back to ancient Rome. It appears that in relatively poorer, less developed states, income does flow from
the "provinces" to the capital, and that redistri- bution of income is viewed as a path to wealth. What we have in those
states is a kind of Robin Hood-in-reverse syn- drome. State governments redistribute income from the less affluent
areas outside government centers to the more affluent state capitals.

There are two ways to obtain wealth or income: create it or take it (legally or illegally) from someone else. States that
have succeeded the most economically (as measured by per capita income) seem to have less outward evidence of
income being taken, at least with respect to the measure used here. Those states that have succeeded the least,
however, seem to tax their populations more and have a lot of income redistribution activity. It is no wonder that in
Mississippi, the nation's poorest state, the capital county had an income level more than one-third higher than that of
the remainder of the state.

By contrast, in those states where the spirit of enterprise seems to be flourishing to a relatively high degree, the state
capital is not a place of unusual opulence. Indeed, all four examples of state capital counties with relatively low
incomes (more than 10 percent below the noncapital average) were found in relatively high-income states.

Economic Growth

It is possible that the observed phenomenon of capital county prosperity developed decades ago, and that in recent
years the income disparity has actually been disappearing. If that is so, the argument that bureaucratic parasites are
redistributing income loses some of its persuasiveness: the ability to redistribute income would be eroding over time.

One way to test that hypothesis is to compare the growth rate of capital counties with the growth rate of noncapital
counties. The evidence shows that income was rising faster in the capital counties in the 1980s, and that the income
differentials were widening. The mean growth of real income per capita in capital counties was 28.2 percent, well
above the 23.4 percent figure for noncapital counties. In 28 of the 50 states (including 11 of the 13 largest states)
income grew faster in the capital counties.

Economic theory would predict that market forces would narrow income differentials over time, and indeed a
signifiant narrowing of differentials has occurred nationally over the generations as labor has moved to high-income
areas and capital has moved to low-income areas. The tendency for capital county income per capita to rise more than
noncapital county income reinforces the view that nonmarket factors (successful redistribution of income by the
political process to the public sector) have played not only a historical but a continuing role.



Population Growth

The general tendency for capital cities to prosper relative to outlying areas (especially in poorer states) is confirmed by
other evidence. For example, on average, population growth was about 20 percent greater in counties with state
capitals than in other counties (Figure 8). After accounting for the natural growth of population because of birth rates
exceeding death rates, it is likely that the migration of population from other places in the United States and from
overseas to the capital cities was almost twice as great as it was to other places in the United States.[21] People voted
with their feet and moved to the relatively high-income areas surrounding the centers of state political power.

Unemployment Rates

Unemployment rates tended to be persistently lower in the capital counties than elsewhere. Data on unemployment
were taken from the 1970 and 1980 censuses, as well as Bureau of Labor Statistics annual estimates for three
additional years: 1982, 1986, and 1991. In each of those five years, unemployment rates were significantly lower in the
capital counties (5.6 percent) than in the rest of the nation (7.1 percent)--a 26 percent difference. Not only do incomes
tend to be higher in capital counties, but the probability of income disruption from unemployment also appears to be
significantly lower.

Detailed analysis of the data by state for each date reveals the persistence of lower unemployment in capital counties.
The unemployment rate was lower in capital counties in at least 40 states (80 percent of the cases) for every date
examined. Indeed, for 70 percent of the states, the unemployment rate was lower in the capital county in every single
year. There was no case, by contrast, in which the capital county unemployment rate was above the average
unemployment rate for the rest of the state in every single year. As has Washington, D.C., state capitals seem to have
become insulated from economic fluctuations; they, too, are now largely recession proof.

Why Are the Capitals Richer?

Government expenditures are often justified on the basis of helping less fortunate citizens--the poor, the disabled,
children, the uninsured. But this study shows that an increasingly large component of government expenditures is
captured by the parasitic economy of capital cities. The winners tend to be lawyers, lobbyists, legislators, government
contractors, bureaucrats, and others who are more affluent than the average taxpayer who bears the financial burden of
sustaining the parasite economy in Washington and the 50 state capitals. Public-choice economics argues that
individuals attempting to increase their satisfaction in life will try to extract income from government. They are rent
seekers who attempt to get a payment without providing any service in return. Special-interest groups do that by
obtaining subsidy payments of various kinds, having taxes or burdens imposed on competitors (such as tariffs on
international competitors), and the like.[22]

One formidable special-interest group is the unionized governmental workforce. Government workers attempt to use
the political process to increase their compensation levels above what purely market considerations would dictate.
Numerous studies suggest that public employees have been, on the whole, rather successful. Continuing studies by
Douglas Adie showed that postal workers were paid considerably more than comparable private-sector workers, and
that low turnover rates among postal employees demonstrated that compensation levels were too high for those
governmental employees.[23]

The pay of public school teachers is dramatically higher than the average compensation of private school teachers. In
the 1990-91 school year, the average earned income of elementary public school teachers was $31,868, more than 67
percent above that of their private school counterparts ($19,050).[24] It seems extremely unlikely that the pay
differential is justified by considerations of productivity.

The most comprehensive study of private/public pay differentials is that by Cox and Brunelli for the American
Legislative Exchange Council. As Figure 9 shows, inflation-adjusted compensation of government employees--federal,
state, and local--grew substantially faster than that of private-sector employees from 1980 to 1991. In every state in
1991, Cox and Brunelli estimate that average hourly compensation was higher for state employees than for private-
sector employees.[25]



Defenders of the differentials might claim that publicsector employees are more highly educated and trained, on
average, and accordingly should be paid more. School teachers make up a large proportion of government employees,
for example. However, a large hourly compensation differential holds even when instructional employees are excluded.
Moreover, the dramatic widening of the public/private pay differential during the 1980s is difficult to explain. Such a
widening conceivably could be justified by rising productivity of government workers relative to private-sector
workers; evidence that the pay increase was "catch-up" pay and that in 1980 government workers earned below-market
rates of compensation; a marked change in government jobs--toward higher paid, professional positions.

In reality, however, there is no evidence that any of those things happened. Data on governmental employee
productivity are very limited, in part because public "output" is not easily measured since services are not sold in
competitive markets. At least two indicators, however, suggest that public-sector productivity has not risen relative to
that of the private sector. Indeed, the reverse may be the case.

First, the federal government attempts to measure productivity for some classes of federal employees. Productivity
growth for all measured federal employees from 1970 to 1990 is not appreciably different from the estimated
productivity growth for the nonfarm business sector.[26] However, those data are confined to limited aspects of federal
government employment.

A second hint that governmental productivity over the long run may be rising less than that of the private sector is
provided by the government purchases component of the GDP price deflator. Between 1960 and 1993, the government
purchases price index rose 5.86 times, compared with 4.78 times for the total GDP price deflator.[27] The cost of
government services was rising relative to prices generally, which reflects higher relative compensation increases in the
public sector, slower productivity growth in that sector, or a combination of those two factors.

A look at the literature does not suggest that there was a serious labor shortage in the public sector around 1980 that
would justify rapid increases in public-sector pay in the ensuing decade. Similarly, there is no evidence that structural
shifts in the public-sector labor force were more profound than in the private sector.

We are left, then, with the public-choice explanation that rent-seeking public employees were extremely successful in
using the political process to improve their relative economic status in the 1980s. During that decade nominal public
expenditures more than doubled; they rose substantially in real terms as well. Total federal, state, and local
expenditures for purchases of goods and services, for example, went from $507.1 billion in 1980 to $1,042.9 billion in
1990, an increase of over 30 percent in real terms.[28] Public employees were apparently quite successful in capturing a
significant proportion of the increase in real expenditures for themselves in the form of a higher standard of living.

Conclusion

The comparative affluence of residents of capital cities takes the form of higher incomes, faster income growth, and
more job security. Part of that affluence results from successful bureaucratic efforts to redistribute income from the
general taxpaying public, largely living in outlying areas, to the political center. Those efforts have apparently been
increasingly successful, since the differential between capital cities and the outlying regions has been growing.

Redistributionist activities exact a high price on the economies in which they occur, however. It is not a coincidence
that a majority of the state capitals that have gained the most in relative affluence are in the poorest states. The taxes
that finance affluent capitals crowd out privatesector activity that is relatively more efficient and productive than
governmental activity. The affluence of government centers is making the rest of America poorer. "Capital crimes" are
occurring with ever greater frequency and are gradually sapping the nation of needed economic vitality.
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