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Abstract

Economic freedom increases market efficiency, growth, development, and
individual prosperity. This study empirically investigates whether higher
levels of economic freedom, as well as higher levels of personal freedom,
act like magnets for persons residing in a free society to move. In other
words, do the prospects of both greater economic and personal freedom in
any given state vis-a-vis other states act to induce a greater influx of
migrants? This empirical study of domestic migration between 2000 and
2008 finds clear evidence that migrants prefer to move to those states with
greater economic freedom on the one hand and greater personal freedom
on the other hand.
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I. Introduction

Greater economic and personal/ political freedoms are conducive
to a private enterprise environment that promotes greater economic
development and growth. Indeed, these freedoms promote private
enterprise in a variety of ways, and Ashby (2010) demonstrated that
both economic and political freedom are significant determinants of
migration between countries. Furthermore, the greater the success of
freedom in promoting private enterprise, the greater the degree to
which higher living standards, higher economic growth, and more
extensive economic development are manifested (Ali, 1997; Cole,
2003; Dawson, 2003; Farr, Lord, and Wolfenbarger, 1993;
Goldsmith, 1995).

The economic history of the United States essentially began with
the immigration of people, principally from Furope, in search of
freedom, with freedom broadly intetpreted to include religious
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freedom along with other forms of freedom. Arguably, the
Revolutionary War was primarily based on a quest for greater
political, personal, and economic freedom, and today the media
abounds with examples of the extreme lengths to which individuals
will go to gain those freedoms. Every day large numbers of illegal
immigrants risk life and fortune, with significant numbers dying in
the process, to cross international borders in search of a better life.

Freedom also significantly affects the decision to migrate between
and among states. For example, as America was being settled and
becoming home to increased numbers of persons secking freedom in
one form or another, movement to the West increased. After the
Civil War, whose roots included varying perspectives on the issues of
economic freedom (such as tariffs) and personal and political
freedom (including slavery), migration to the West assumed greater
proportions, initially taking the form of “pionecers” joining wagon
trains and later promoted by the building of the railroad system into
the West. The prospects of becoming economically independent and
successful in an environment characterized by economic freedom and
private enterprise such that one could reap the rewards of one’s hard
work, risk-taking, and ingenuity was a powerful magnet for both
descendants of immigrants and to some degree even new immigrants
to move to the West. Thus, historically, it appears that both
immigration to the United States and subsequent internal migration
across the United States, which itself was expanding its borders and
influence to the Pacific, ultimately under the banner of “manifest
destiny,” was intimately linked to the interrelated phenomena of
economic, personal, and political freedom and private enterprise
(Vedder, 19706).

Migration determinants within the United States have been
extensively researched, especially for the post World War II era
(Percy, Hawkins, and Maier, 1995; Carrington, Detragiache, and
Vishwanath, 1996; Nechyba, 2000; Conway and Houtenville, 1998,
2001; Chi and Voss, 2005; Cebula and Alexander, 2006; Partridge and
Rickman, 2006; Francis, 2007; Landry et al., 2007; Schoolland, 2004;
Subrick, Heap, and Mitchell, 2009). This continued research into
migration can be attributed to a variety of factors, including concerns
about gain or loss of tax base; increases or decreases in the demand
for public schools, water and sewerage systems, and other public
services; the identification of locations with better employment
opportunities or better company expansion opportunities; and the



R.]. Cebula and |.R. Clark [/ The Journal of Private Enterprise 27(1), 2011, 43—62 45

shift in political power resulting from emerging internal migration
patterns. The factors considered within the context of zufernal/ domestic
migration determinants are extremely diverse. By and large, the
mainstream migration literature finds migrants being attracted to
areas with lower living costs, better employment and income
prospects, lower state income taxes, and a warmer climate. However,
Ashby (2007) demonstrated that states with higher relative economic
freedom experience greater migration inflows through its direct
impact on income and employment growth.

It is in the spirit of this diversity, and the 2007 contribution of
Ashby, that the present study seeks to investigate whether
contemporary domestic migration in the United States is influenced
by the degree of economic freedom on the one hand and by the
degree of personal freedom on the other hand. More specifically,
using the indices of overall economic freedom and overall personal
freedom developed by Ruger and Sorens (2009) within an otherwise
standard econometric model, this study empirically investigates
whether domestic net in-migration is positively impacted by higher
levels of both economic and personal freedom. These two factors
have not previously received formal attention for their potential
migration impact.

During the past 15 years, numerous studies have been conducted
to investigate the linkage between economic growth and economic
freedom. Most of these studies conclude that there exists a positive
impact of various measures of economic freedom on the rate of
economic growth (Ali, 1997; Ali and Crain, 2001, 2002; Clark and
Lawson, 2008; Dawson, 2003; De Haan and Siermann, 1998; De
Haan and Sturm, 2000, 2007; Farr, Lord, and Wolfenbarger, 1998;
Goldsmith, 1995; Gwartney, Holcombe, and ILawson, 2006;
Heckelman, 2000; Heckelman and Stroup, 2000; Tortensson, 1994).
Indeed, the study by Cole (2003, p.196) concludes that “...economic
freedom is a significant factor in economic growth, regardless of the
basic theoretical framework.” Other studies have found that good
governance and political freedom are significant to the process of
economic growth (Lui, 1996; Zhao, Kim, and Du, 2003; Akcay, 20006;
Brito-Bigott et al., 2008).

Economic growth at the regional level can derive from a variety of
sources, including net in-migration. Indeed, the latter plays an
extremely important role in the pattern of economic growth across
the United States. In this study, the potential roles of economic
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freedom (treated as an economic trait of each state) on the one hand
and personal freedom (treated as a dimension of the “quality of life”
in each state) on the other hand, on net state in-migration are
investigated. In addition, the impact of certain standard economic
and quality of life factors are included in this study; as stated above,
such factors have commonly been found in previous research to
significantly influence migration and thus cannot be ignored.

Interestingly, the index of economic freedom developed by Ruger
and Sorens (2009) actually includes measures of local (municipal and
county) taxes, expenditures, and debt in each of the 50 states;
therefore, these factors are not expressly included in the study as
separate variables because 10 do so would be to introduce redundancy.
However, one factor that is not considered in the economic freedom
index developed by Ruger and Sorens (2009) is the state income tax
per capita; therefore, following certain previous migration studies as
well as arguments in Tiebout (1956) and Tullock (1971), the state
income tax per capita is expressly included in the empirical analysis
among the economic variables. The adoption of state-level data, as
opposed 3 City- of COUmLy- level data or pure micro-data, to
investigate the impact of such a government policy and/or other
factors on migration flows can be found in a number of previous
studies (Sommers and Suits, 1973; Cebula and Belton, 1994; Saltz,
1998; Conway and Houtenville, 1998, 2001; Gale and Heath, 2000;
Partridge and Rickman, 2006; Cebula and Alexander, 2000).

IL. Economic Freedom and Personal Freedom

Before exploring the potential impacts of economic and personal
freedom on contemporary migration, we briefly consider the
measures of personal freedom and economic freedom developed by
Ruger and Sorens (2009). Prior to Ruger and Sorens (2009), there
were a number of efforts to develop economic freedom indices (and
to a lesser degree, personal freedom indices) at the state level,
including the recent studies by Byars, McCormick, and Yandle (1999),
the Fraser Institute (2006), and the Pacific Research Institute (2004).
Ruger and Sorens (2009) claim to have improved upon these earlier
efforts to measure economic freedom as well as personal freedom.

Ruger and Sorens (2009, p.1) predicate their study ultimately on
the definition of individual freedom as «__.the ability to dispose of one’s
own life, liberty, and justly acquired property however one sees fit, sO
long as one does not coercively infringe on another’s ability to do the
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same.” Ruger and Sorens (2009) then proceed to develop a number
of freedom indices, including an elaborate index of overall economic
freedom and a separate elaborate index of overall personal freedom.

In part, the overall index of economic freedom consists of a fiscal
policy dimension involving state sales and cigarette tax revenues;
state, county, and municipal debt burdens in each state; and
municipal and county tax collections and expenditures in each of the
50 states. This index of overall economic freedom also consists of a
regulatory policy dimension, which considers labor regulation, health
insurance mandates, occupational licensing, the tort system, eminent
domain, and land and environmental regulation (Ruger and Sorens,
2009, p.8). The index of overall personal freedom reflects the
“Paternalism” concept (Ruger and Sorens, 2009, p.9). Interestingly,
regulations that have a primarily “paternalistic” justification, such as
home- and private school regulations, are placed under this measure
of freedom, along with citizen rights to educate their own children
and to be free of unreasonable search and seizure. These indices are
argued to be part of the continuing process of improvements in the
measurement of economic freedom and personal freedom (Ruger
and Sorens, 2009, p.6).

Ruger and Sorens (2009, p.1, Table, 111, Table 1V, Table V) argue
that they improve on previous efforts to measure freedom across
states in three ways. First, they include (as observed above) measures
of personal and social freedoms such as the rights of peaceful citizens
to educate their own children and to be free of unreasonable search
and seizure. In addition, they include measures of the rights of
peaceful citizens to be free of bans on smoking, to own and carry
firearms, and to make free choices involving same-sex partnerships
and marijuana consumption. Second, they include more variables as
well as more complete data sets in their index construction process
than do previous studies. Third, they adopt new and more accurate
measures of key variables, including fiscal policies (tax, expenditure,
and debt) by county and municipal governments in each state. In
sum, Ruger and Sorens (2009, p.6) claim their report “...not only
provides a broader framework for understanding the state of freedom
in the American states, but also more carefully measures the
economic components of freedom.”

Since the Ruger and Sorens (2009) study is alleged to provide
more dependable, more accurate, and more robust economic
freedom indices and personal freedom indices than heretofore
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available, the Ruger and Sorens (2009) overa// economic freedom and
personal freedom indices are adopted as the freedom measures in the
present study of determinants of domestic migration in the United
States. The reader is encouraged to research the Ruger and Sorens
(2009) study for a fuller detailing of their overall freedom measures
and their other more narrowly defined measures of freedom at the
state level.

III. Framework for Migration

In this study, the consumer is treated as regarding the migration
decision as an investment. As such, the decision to migrate from one
location to another location requires that the consumer’s expected
net benefits of moving from the present location to the other
location be positive. In addition, the actual migration destination
must reflect the maximum value that could be expected from moving
from the present location to any other known and plausible alternative
destination.’ .

Following in principle the standard migration investment model
(Riew, 1973), the migration decision focuses on two sets of broad
considerations, namely:

1. Economic conditions, including economic freedom [a factor
overlooked by Riew (1973) and previous related studies]; and

2. Environmental and quality-of-life factors, including personal
freedom [another factor overlooked by Riew (1973) and
previous related studies].

In the initial empirical estimate, to measure migration,
NETMIGRAT), the net number of in-migrants to state ;j over the
2000—2008 time period, is adopted. A positive net in-migration
indicates that more migrants entered the state than left the state

]Alternatively stated, the migration decision is treated as an investment such that
one’s decision to migrate from area 7 to area j requires the net discounted present
value of migration from area 7 to area j, DP177, be (a) positive and (b) the maximum
net discounted present value that can be expected from moving from area 7 to any
other known, plausible alternative destination. Thus, migration will flow from area 7
to area ;j only if:

DPV7% > 0; DPVy = MAX for j, where j/= 1,2,..., x

where x represents all of the known plausible alternative destinations for the
consumer/household.
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during the time frame studied. A negative net in-migration means
that more migrants left the state than entered it over the period. A
second empirical estimate expresses the net migration rate in natural
log form.

Five economic factors are considered in this analysis. The first
economic factor is MEDFEAMINC/, the median family income in
state 7. This variable is adopted as a measure of income prospects in
state 7. Other things held the same (ceteris paribus), higher income
states should be more attractive to migrants because with a higher
income people have higher living standards. The second wvariable,
COSTOFI.IV7, measures the overall cost of living in state ; for the
average four-person family. This variable is expressed as an index,
with the mean of this variable being COSTOFLIL7 = 100.00. The
expected impact of a higher cost of living on migration is negative.
This is because, ceferis paribus, a higher overall cost of living would
reduce a family unit’s purchasing power and hence its living standard.
The wvariable EMPI.OYGR; is the percentage growth rate of
employment in non-farm establishments from 19962000. This
variable is adopted as a measure of overall expected future employment
prospects in state ; (Vedder, 1976; Vedder, Gallaway, Graves, and
Sexton, 1986). Presumably, the greater the past employment growth
rate in a state, the better the future job prospects in that state and
hence the more appealing it would be to move to that state (ceferis
paribus). The variable STINCIAXPGC) is the per capita level of the
state income tax in state j in the year 2000. The higher the state
income burden in a state, the lower the level of disposable family
income, ceferis paribus, and hence the less appealing the state is as a
migration destination (Saltz, 1998; Conway and Houtenville, 2001;
Cebula and Alexander, 2006).

The last economic wvariable in the analysis, but the economic
variable of greatest interest in this study, is the measure of economic

% The choice of variables such as MFINCj and, increasingly, the choice of a variable
such as COSTj, are standard in empirical migration studies, whereas inclusion of the
variable EMPLGR; is based on findings in Vedder (1976), Vedder, Gallaway,
Graves, and Sexton (1986), and Cebula and Alexander (2006) that recent past
employment growth is a “magnet” for migrants. According to the conventional
wisdom, net in-migration is expected (under ceferzs paribus) to be an increasing
function of MFINC and EMPI.GR and a decreasing function of COST. The fiscal
variable considered has often been overlooked in studies of a Tiebout (1956)-
Tullock (1971) framework, although it has been considered more often in more
recent years.
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freedom, ECONFREE). This variable is expressed in the form of an
index, and it endeavors to quantify the degree of economic freedom
in state /. The values of this variable vary widely across states can lie
in the range of (-1), which would correspond to the lowest possible
degree of economic freedom, to (+1), which would correspond to
the highest possible degree of economic freedom. The formal role of
ECONFREE;/ per se in a migration analysis appears to be essentially
unstudied (Ruger and Sorens, 2009, p.2). According to that study, net
domestic in-migration should be an increasing function of economic
freedom, ceferis paribus, as a reflection of the desirability of greater
economic freedom.

To measure environmental and quality-of-life conditions in state
J, we consider four factors. The first is AVELANTEMIY, the average
daily temperature in January in state ; (1971-2000), as a measure of
climatic conditions. It is common to hypothesize and to find
empirically that migrants on average prefer residence in warmer
climates (Clark and Hunter, 1992; Cebula and Belton, 1994, Saltz,
1998; Conway and Houtenville, 1998, 2001; Gale and Heath, 2000;
Cebula and Alexander, 2006). Thus, domestic in-migration is
expected to be positively related to AVEJANTEME), other things
held the same. To reflect environmental quality, the wvariable
PCTOXICHEMREIL is adopted. Variable PCTOXICHEMRELy is
defined as the number of pounds per capita in state j of toxic
chemical releases (year 2000). Presumably, for health reasons,
migrants would prefer residence in states with lower levels of toxic
chemical releases, ceteris paribus (Saltz, 1998; Conway and Houtenville,
1998, 2001; Gale and Heath, 2000; Cebula and Alexander, 2000).
Next, the variable POPDENS.S/ is defined as the population density in
state ; (persons per square mile, 2000). This variable is commonly
used as a measure of congestion and crowding. Based on previous
migration studies, to the extent that greater population density
implies greater congestion (crowding), migrants can be hypothesized
to prefer residence in less densely populated states, ceteris paribus
(Clark and Hunter, 1992; Cebula and Belton, 1994; Saltz, 1998;
Conway and Houtenville, 1998, 2001; Gale and Heath, 2000;
Milligan, 2000; Cebula and Alexander, 2000).

In additon, as observed in Ruger and Sorens (2009, p.2), the
index of overall personal freedom in state j, PERSFREFE), arguably a
dimension of the quality of life, has been neglected in the migration
literature. In the present study, the perspective adopted is one in
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which households typically attribute value to a higher degree of
personal freedom (Ruger and Sorens, 2009, p.2). To the extent that
U.S. residents do in fact prefer greater personal freedom, they can be
expected to be attracted to states with higher degrees of overall
personal freedom, ceteris paribus.

The definitions and data sources for each of the ten wvariables
described above are provided in Table 1. In addition, the means and
standard deviations for each of the variables are provided in Table 2.
Note that the mean value for the net number of domestic in-migrants
among the 50 states, NETMIGRAT), equals 0. The mean value for
the cost of living index, COSTOFIL.IL7, equals 100.00. It may also be
worth noting that the mean wvalues for the economic freedom
(ECONFREE)) and personal freedom (PERSFREE)) indices are
+0.004 and +0.002, respectively. At first glance, these latter two
averages may seem very low; however, in theory, these freedom
indices could lie between -1.0 (for low) and +1.0 (for high).> Thusly
viewed, the average values for ECONFREE; and PERSFREE; do not
seem extraordinarily low. The study includes all 50 states, reflecting
the availability of data on economic freedom and personal freedom
(Ruger and Sorens, 2009). The data source for the wvariable
NEIMIGRAT7 18 the LS. Cehsiis Burean (2009, "Tables 12,°15),

IV. Empirical Results

The emphasis in this study 1s the impact of economic freedom
and personal freedom on domestic migration. As explained in the
preceding section of this study, the migration decision is a complex
one. Thus, although the roles of economic freedom and personal
freedom in the migration decision can be stressed, it is nevertheless
necessary to allow for the additional factors that influence migration.
Indeed, based upon the framework developed above, migration
(NETMIGRAT) is potentially influenced not only by economic
tresdatn (ECOINFREF) afid petsohal fteedein (PERSEPREEY, but
also by the level of MEDFAMINC, the COSTOFLIL’, the
EMPIL.OYGR, the STINCTAXPC, the AVE]JANTEMP,
PLIOXICHTEMEFR] ., and POPLIFINSY.

> The reader may be interested in the fact that the acza/ high and low for the
ECONFREFE] variable are 0.405 and -0.589, respectively, whereas the actual high
and low for the PERSFREFE] variable are + 0.272 and -0.294, respectively.




































