Interstate compacts create state policy and connect states in a flexible, credible way. 
Farren 20 (Michael D. Farren, Senior Research Fellow at the Mercatus Center at George Mason University, specializing in labor, economic development, and transportation issues, 1-28-2020, "Using an Interstate Compact to Solve the Problems with Economic Development Subsidies," Mercatus Center, https://www.mercatus.org/research/state-testimonies/using-interstate-compact-solve-problems-economic-development-subsidies/Accessed July 12, 2023) sns
A Primer on Interstate Compacts Interstate compacts aren’t well known, even though they’re part of the original US Constitution. However, there are currently more than 200 compacts and most states are members to dozens of such agreements. Interstate compacts allow the states to work together to solve common policy problems without intervention by the federal government. Their constitutional nature means that compacts carry the weight of federal law, meaning they offer a credible way for states to commit to a given course of action. But compacts can also be flexible. For example, the recent Enhanced Nurse Licensure Compact repealed and replaced the original Nurse Licensure Compact to motivate greater participation in the compact. During the compact drafting process states can decide what enforcement mechanisms to put into place and what penalties should befall states that violate the compact. The only limits on what can be put into the compact are what measures the states themselves want to agree to, what Congress will consent to (according to the Supreme Court, congressional consent is required in cases where the compact intrudes on the authority that the states delegated to the federal government in the Constitution), and what the Constitution itself permits (for example, states could not enter into a compact that abridges rights guaranteed by the Fourteenth Amendment). Critical Elements for an Economic Development Interstate Compact New Hampshire’s interest in convening a committee to study how a compact can be used to mutually solve the problem of economic development subsides is a step in the right direction. I would recommend that the committee discuss several particular elements of such a compact, because they will be critical to creating an effective solution to the problem. Defining a subsidy: an interstate compact will have to explicitly define what constitutes a subsidy, as discussed earlier. Compact enactment and administration: a compact will also have to determine how and when the compact takes effect, how the compact will be enforced, and how (or if) states are able to exit the compact. Dispute resolution: a compact will need mechanisms to flag violations, create procedures for dispute resolution, and set penalties for states that breach the compact. Reforms: a compact should also have a mechanism or advisory body to identify deficiencies in the compact in order to propose appropriate reforms. Conclusion The problem of economic development subsides existed before the American founding and unfortunately has worsened in recent decades. The broad body of academic research clearly shows that, contrary to the claims made by consultants, instead of enhancing economic development, subsidies are more likely to reduce it. There is widespread public misunderstanding of subsidies, and as a result, policymakers face strong incentives to continue offering them. This divergence between what is economically efficient and what is politically expedient keeps policymakers trapped in a self-destructive subsidy war. An interstate compact offers a politically feasible long-term solution. Policymakers would be wise to explore the opportunity, because real economic development depends on it. 
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