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Executive Summary

When Americans think they can find a better job and higher quality of life somewhere else, they move. Migration
between the states is the ultimate expression of “voting with your feet.” Some states have growing populations due to
in-migration, while others are losing residents to other states. Connecticut is one of the states that is losing population.

This study looks at Connecticut migration trends and how peoples’ decisions to move out of and into the state affect tax
revenue. Key findings include:

e Connecticut lost a net of 325,526 residents to other states between 1991 and 2008, or about one in ten residents.

* The top states that people from Connecticut move to are Florida, North Carolina, Georgia, Virginia, and South
Carolina.

* The top states that people move into Connecticut from are New York, New Jersey, Rhode Island, Illinois, and
Nebraska.

» The total net income leaving the state was nearly $5 billion between 1995-2006. Had this income stayed in
Connecticut, state and local governments would have collected an estimated $566,520,000 in additional tax
revenue.

* Of course, when someone leaves, state and local governments don’t just lose income and taxes for one year, but
rather for all future years as well. Compounding these figures over the twelve years assessed in this study, the
state has lost $31.2 billion in net income and $3.7 billion in state and local tax revenue due to out-migration.

* People move to states where the weather is warmer, taxes are lower, union membership is lower, population
density is lower, and the cost of housing is lower.

¢ The number one destination state for former Connecticut residents is Florida, a state with no income tax and no
inheritance tax.

* An August, 2009 poll conducted by The Yankee Institute found that 45 percent of state residents have considered
moving out of Connecticut due to high taxes.

“45 percent of state residents
have considered moving out of
Connecticut due to high taxes.”
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Measuring Connecticut’s Out-Migration Problem:

Population change occurs through births, deaths, migration between the states, and international immigration and
emigration. The most comprehensive data available on domestic migration comes from the U.S. Department of
Commerce’s Census Bureau.' Charts 1 and 2 and Table 1 show Connecticut’s net domestic migration between 1991 and
2008. In every year except one, Connecticut has been an out-migrant state with a net total of approximately 325,536
residents leaving the state during these years.

Chart 1 - Connecticut's Net Population Loss to Other States
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While the rate of population loss declined from 1992-2002, the trend was still decidedly net-negative in terms of
aggregate population loss. The year with the greatest out-migration was 1992 with 40,282 leaving the state. The sole
year of in-migration was 2003 by a mere 47 people.

Chart 2 - Connecticut's Net Domestic Migration
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Table 1
Connecticut's Net
While the Census Bureau data is comprehensive, data from the Domestic Migration
Internal Revenue Service provides a more detailed picture of July 1, 1991 to July I, 2008
migrants.’ The number of tax returns is a good proxy for the Year, as of Dolljlztstic
number of households; the number of exemptions is a good July 1 Migration
proxy for the number of people in the household; and reported 1991 (26.929)
Adjusted Gross Income (AGI) is a good proxy for household 1992 (40.282)
ncome. 1993 (28,490)
Table 2 shows the aggregate migration data from the IRS for 1994 (27.364)
Connecticut. In 2006 (the most recent data available), 43,270 1995 (26,279)
taxpayers left the state while 34,293 taxpayers entered the iggg 81’532;
state—for a net loss of 8,977 taxpayers. Overall, Connecticut lost 1998 ( 17: 035)
14,599 exemptions (people) and $748,731,000 in AGI. 1999 (11.447)
From 1995 to 2006, Connecticut lost 84,963 taxpayers, 124,324 2000 (a) (9.311)
exemptions, and $4,866,235,000 in AGI (nominal dollars). Both 2001 (7,175)
taxpayers and exemptions have been negative in every year of 2002 (2.754)
this time-period. AGI was positive in only one year, 2002, by a 2003 47
mere $37.975,000. 2004 (14,320)
2005 (17,357)
2006 (15,125)
2007 (24,218)
2008 (14,985)
“From 1995 to 2006, Total (325,526)
- (a) Interpolated.
con n eCtICUt lOS t Source: U.S. Department of
o” .
84,963 taxpayers... nd The Yankee Institute for
Public Policy Studies.
Table 2
Connecticut's Net Taxpayer Migration
Tax Year 1995 to 2006
Tax In-Migrants Out-Migrants Net
Year Taxpayers | Exemptions (S(()i)ls) Taxpayers | Exemptions (1%(%13) Taxpayers | Exemptions (118(%18)
1995 32,020 58,665 1,737,523 43,003 76,593 2,188,702 (10,983) (17,928) (451,179)
1996 33,752 61,901 1,970,389 44,364 79,016 2,425,020 (10,612) (17,115) (454,631)
1997 34,814 63,308 2,097,461 43,351 76,690 2,622,860 (8,537) (13,382) (525,399)
1998 35,614 64,748 2,372,651 42,043 74,065 2,740,194 (6,429) 9,317) (367,543)
1999 36,927 67,201 2,609,565 41,993 72,673 3,023,626 (5,066) (5,472) (414,061)
2000 36,627 66,450 2,716,993 42,135 72,535 3,251,861 (5,508) (6,085) (534,868)
2001 37,472 67,242 2,623,578 40,493 69,982 2,815,588 (3,021) (2,740) (192,010)
2002 36,976 66,917 2,491,289 39,494 68,314 2,453,314 (2,518) (1,397) 37,975
2003 34,937 63,547 2,410,154 42,458 74,708 2,814,747 (7,521) (11,161) (404,593)
2004 35,809 65,279 2,625,670 43,182 76,794 2,927,038 (7,373) (11,515) (301,368)
2005 35,794 64,442 | 2,565,402 44212 78,055 | 3,075,229 (8,418) (13,613) | (509,827)
2006 34,293 60,978 2,509,683 43,270 75,577 3,258,414 (8,977) (14,599) (748,731)
Total 425,035 770,678 | 28,730,358 509,998 895,002 | 33,596,593 (84,963) (124,324) | (4,866,235)

Source: Internal Revenue Service and The Yankee Institute for Public Policy Studies.




Of course, when someone moves out, the state doesn’t just lose their income and for one year, but for all future years
as well. Compounding the net AGI loss over the twelve years above, the total comes to $31.2 billion over time (not
adjusted for inflation or present value).

Where the Out-Migrants are Going:

The IRS data also provides migrant data by state showing where out-migrants are going and where in-migrants are
coming from. Tables 3a and 3b rank the net migration totals for the years 1995 to 2006 for exemptions (people) and
AGI, respectively.

As shown in Table 3a, the top exemption out-migrant states are Florida (73,560), North Carolina (21,437), Georgia
(15,265), Virginia (7,322) and South Carolina (4,358).

The top exemption in-migrant states are New York (81,173), New Jersey (6,001), Rhode Island (1,637), Illinois (944)
and Nebraska (298). Overall, Connecticut loses exemptions to 43 states while gaining exemptions from only seven
states.

Table 3a Table 3b
Net Connecticut Migration to Other States Net Connecticut Migration to Other States
Sorted by ExemptionsTax Years 1995 to 2006 Sorted by AG] Tax Years 1995 to 2006

State | Taxpayers | Exemptions | Rank (118(%5) State | Taxpayers | Exemptions ( 1%(%15) Rank
FL (38,413) (73,560) 1| (3,501,002) FL (38,413) (73,560) | (3,501,002) 1
NC (10,359) (21,437) 2 (720,395) NC (10,359) (21,437) (720,395) 2
GA (7,359) (15,265) 3 (390,300) MA 9,374) (7,599) (704,996) 3
VA (7,322) (13,039) 4 (583,698) VA (7,322) (13,039) (583,698) 4
SC (4,358) (8,894) 5 (390,208) CA (7,560) (7,294) (454,165) 5
AZ (4,552) (8,324) 6 (352,919) DA (7,359) (15,265) (390,300) 6
MA (9,374) (7,599) 7 (704,996) SC (4,358) (8,894) (390,208) 7
ME (3,633) (7,305) 8 (293,048) AZ (4,552) (8,324) (352,919) 8
CA (7,560) (7,294) 9 (454,165) NH (3,060) (5,841) (323,591) 9
X (3,038) (6,527) 10 (300,629) X (3,038) (6,527) (300,629) 10
NH (3,060) (5,841) 11 (323,591) ME (3,633) (7,305) (293,048) 11
PA (2,040) (5,718) 12 (155,910) VT (2,886) (5,406) (267,980) 12
VT (2,886) (5,406) 13 (267,980) Cco (2,221) (2,987) (163,899) 13
MD (2,457) (3,251) 14 (102,448) NV (1,360) (2,173) (156,943) 14
CcO (2,221) (2,987) 15 (163,899) PA (2,040) (5,718) (155,910) 15
TN (1,330) (2,982) 16 (100,678) RI 165 1,637 (110,075) 16
WA (1,876) (2,742) 17 (71,079) MD (2,457) (3,251) (102,448) 17
NV (1,360) (2,173) 18 (156,943) TN (1,330) (2,982) (100,678) 18
OH (76) (1,484) 19 20,766 WA (1,876) (2,742) (71,079) 19
OR (834) (1,325) 20 (49,122) NM (652) (1,098) (58,153) 20
DC (1,281) (1,287) 21 (26,835) OR (834) (1,325) (49,122) 21
NM (652) (1,098) 22 (58,153) KY (461) (1,085) (47,786) 22
KY (461) (1,85) 23 (47,786) wY (179) (295) (46,406) 23
HI (740) (1,073) 24 (42,072) WI (145) (819) (44,681) 24
AL (473) (1,040) 25 (26,240) HI (740) (1,073) (42,072) 25
WI (145) (819) 26 (44,681) uT 4 79 (34,387) 26
AR (232) (620) 27 (17,956) DC (1,281) (1,287) (26,835) 27
DE (363) (550) 28 (19,947) AL (473) (1,040) (26,240) 28
MO (166) (541) 29 (19,924) DE (363) (550) (19,947) 29
MT (346) (529) 30 (15,404) MO (166) (541) (19,924) 30
IN (43) (486) 31 (8,146) AR (232) (620) (17,956) 31
wVv (161) (461) 32 (9.819) MT (346) (529) (15,404) 32
OK (155) (448) 33 (12,130) 1D (111) (179) (12,200) 33
wY (179) (295) 34 (46,406) OK (155) (448) (12,130) 34
MI 260 (240) 35 28,313 WV (161) (461) (9,819) 35
MS (107) (221) 36 (3,173) MN 33 (200) (8,211) 36
MN 33 (200) 37 (8,211) IN (43) (486) (8,146) 37
1D (111) (179) 38 (12,200) SD (51) (118) (7,619) 38
AK (180) (132) 39 (4,516) LA 20 (1) (6,067) 39
SD (51) (118) 40 (7,619) AK (180) (132) (4,516) 40
KS 53 (48) 41 7,466 MS (107) (221) (3,173) 41
ND 37) (38) 42 (1,990) ND 37 (38) (1,990) 42
LA 20 (1) 43 (6,067) IA 191 140 2,936 43
uT 4 79 44 (34,387) KS 53 (48) 7,466 44
1A 191 140 45 2,936 NB 207 298 18,076 45
NE 207 298 46 18,076 OH (76) (1,484) 20,766 46
IL (20) 944 47 185,511 MI 260 (240) 28,313 47
RI 165 1,637 48 (110,075) IL (20) 944 185,511 48
NJ 2,882 6,001 49 426,730 NJ 2,882 6,001 426,730 49
NY 31,198 81,173 50 4,109,543 NY 31,198 81,173 4,109,543 50
Source: IRS and Yankee Institute Source: IRS and Yankee Institute




Why Policymakers Should Worry about Out-Migration:

These out-migrants take their incomes and purchasing power with them. As shown in Table 4, between 1995 and 2006,
the total amount of AGI leaving the state was at least $4,866,235,000 (nominal dollars). The greatest out-flow of AGI
was in 2006 at $748,731,000. In only one year, 2002, was there in-migration of AGI by a mere $37,975,000.

Table 4
Estimated State and Local Taxes Lost Due to Migration
Tax Years 1995 to 2006
State and Local| Estimated Annual Tay Aggregate Tax Loss,

TaxYear | Net AGL(1000s) ") ' en Loss (1000s) 19%% tf 2006 (1000s)

1995 (451,179) 11.98% (54,035) (621,111)

1996 (454,631) 11.87% (53,952) (571,415)

1997 (525,399) 12.30% (64,645) (598,011)

1998 (367,543) 12.12% (44,548) (373,117)

1999 (414,061) 11.74% (48,594) (370,154)

2000 (534,868) 11.53% (61,695) (415,378)

2001 (192,010) 10.85% (20,828) (126,967)

2002 37,975 10.28% 3,903 20,992

2003 (404,593) 10.79% (43,672) (182,072)

2004 (301,368) 11.18% (33,686) (103,089)

2005 (509,827) 11.58% (59,028) (117,410)

2006 (748,731) 11.45% (85,741) (85,741)

Total (4,866,235) -- (566,520) (3,543,473)
Note: Not adjusted for inflation.
Source: Internal Revenue Service, U.S. Department of Commerce: Bureau of Economic
Analysis and Census Bureau, and The Yankee Institute for Public Policy Studies.

Overall, had this income stayed in Connecticut, state and local governments would have collected an estimated
$566,520,000 in additional revenue over this time-period. This not only includes higher income taxes, but also higher
sales taxes and property taxes.

Of course, when someone leaves, the lost revenue to state and local government isn’t limited to the year the person left.
It’s lost for every year moving forward, too. Compounding the tax losses over the twelve years considered above, the
total tax losses come to roughly $3.7 billion dollars (not adjusted for inflation or present value).

The out-migration of exemptions suggests Connecticut is also losing children. The long term income and tax loss of
these future workers to Connecticut’s economy is incalculable, it is not hard to imagine them dwarfing the numbers
presented previously.

“When someone leaves, state and local
governments don’t just lose income
and taxes for one year, but rather for
all future years as well.”

As shown in Table 3b, the top AGI out-migrant states are Florida ($3,501,002,000), North Carolina ($720,395,000),
Massachusetts ($704,996,000), Virginia ($583,698,000) and California ($583,698,000).

The top AGI in-migrant states are New York ($4,109,543,000), New Jersey ($426,730,000), Illinois ($185,511,000),
Michigan ($28,313,000) and Ohio ($20,766,000). Overall, Connecticut loses AGI to 42 states while gaining AGI from
only eight states.



Reversing Out-Migration:

Reversing Connecticut’s out-migration problem requires an understanding of why residents are leaving. As shown

in Table 5, one way to do this is by comparing various characteristics of Connecticut versus the destination states.!!
In economic terms, out-migrants are expressing their “revealed preferences” by moving to another state more in-line
with their preferences and values. We compare Connecticut to these destination states via six common variables used
in migration studies: state and local tax burdens; income tax burdens; union membership; population density; cost-of-
housing; and average temperature.”

State and Local Tax Burden: This variable measures total state and local taxes collected as a percent of personal
income as averaged over the 1995 to 2006 time-period.” Connecticut’s average tax burden was 11.41 percent. Taxpayers
left for states where tax burdens were 10.13 percent lower (10.26 percent), while exemptions were 10.56 percent lower
(10.21 percent) and AGI was 10.54 percent lower (10.21 percent)." Overall, exemptions were most sensitive to state and
local tax burdens.

Income Tax Burden: This variable measures total state and local income taxes collected as a percent of personal
income as averaged over the 1995 to 2006 time-period.* Connecticut’s average income tax burden was 2.81 percent.
Taxpayers left for states where income tax burdens were a whopping 37.51 percent lower (1.75 percent), while
exemptions were 42.12 percent lower (1.62 percent) and AGI was 44.21 percent lower (1.57 percent). Overall, AGI was
the most sensitive to state and local income tax burdens.

It is worth noting that the number one destination state for former Connecticut residents is Florida, a state with no
income tax and no inheritance tax.

“People are most inclined to move where
it is warmer, taxes are lower (especially
income taxes), union membership is lower,
population density is lower and the cost of
housing is lower.”

Union Membership: This variable measures the percent of the state’s employed labor force who are members of a
union as averaged over the 1995 to 2006 time-period." Connecticut’s average union membership was 16.6 percent.
Taxpayers left for states where union membership was 47 percent lower (8.8 percent), while exemptions were 50.63
percent lower (8.2 percent) and AGI was 60.34 percent lower (8.5 percent).* Overall, exemptions were most sensitive to
union membership.

Population Density: This variable measures total population divided by land area and is as averaged over the 1995

to 2006 time-period.* Connecticut’s population density was 704.5 people per square mile. Taxpayers left for states
where the population density was 50.81 percent lower (346.6 people per square mile), while exemptions were 60.81
percent lower (276.1 people per square mile) and AGI was 60.34 percent lower (279.4 people per square mile). Overall,
exemptions were most sensitive to population density.

Cost of Housing: This variable measures the median cost of housing as reported from the 2000 Census. Connecticut’s
median cost of housing was $166,900. Taxpayers left for states where the cost-of-housing was 24.95 percent lower
($125,253), while exemptions were 29.77 percent lower ($117,212) and AGI was 27.01 percent lower ($121,813).
Overall, exemptions were most sensitive to cost-of-housing.

Average Temperature: This variable measures the annual average of the daily mean temperature.* Connecticut’s
temperature by this measure was 50.2 degrees Fahrenheit. Taxpayers left for states where temperatures were 12.1
degrees warmer (62.3 degrees), while exemptions were 12.7 degrees warmer (62.9 degrees) and AGI was 12.4 degrees
higher (62.6 degrees). Overall, exemptions were most sensitive to temperature.



Table 5
Netted Values of Key Variables
Tax Years 1995 to 2006

. . Weighted Average of Other States Percent Difference
Variable Connecticut
Taxpayers | Exemptions AGI Taxpayers | Exemptions AGI
State and
Local Tax 11.41% 10.26% 10.21% 10.21% | -10.13% -10.56% -10.54%
Burden
Income Tax | =5 g0, 1.75% L62% | 157% | 37.51% | -42.12% | -44.21%
Burden
Union 16.6% 8.8% 8.2% 8.5% | -47.00% | -50.63% | -48.54%
Membership
P‘S’ula.“on 704.5 346.6 276.1 279.4 | -50.81% | -60.81% | -60.34%
ensity
Cost of o 0 0
: $166,900 $125,253 | $117,212 | $121,813 | -24.95% -29.77% -27.01%
Housing
Average 502 623 62.9 62.6 12.1 12.7 12.4
Temperature degrees degrees degrees

Note: Bold, italics indicate greatest differential.

Sources: U.S. Department of Commerce: Bureau of Economic Analysis and Census Bureau,
www.unionstats.com, U.S. National Oceanic and Atmospheric Administration, and The Yankee Institute
for Public Policy Studies.

Conclusion

People are most inclined to move where it is warmer, taxes are lower (especially income taxes), union membership
is lower, population density is lower and the cost of housing is lower. However, there is one notable exception
where AGI is the most sensitive to the income tax burden. As such, Connecticut should work toward reducing the
state and local tax burden via reductions in the income tax which would encourage both people and income to stay
in Connecticut or move into the state.*

However, not all of these variables can be changed by policymakers — weather cannot be changed through
legislative action. Other variables can be changed by policymakers on an annual basis — tax burdens can be
reduced. Most variables can only be influenced by legislation and even then will take years to establish measurable
change such as union membership, population density, and cost of housing.

While identifying specific remedies for each of these issues is beyond the scope of this study, without action, out-
migration will continue to reduce the ability of both the private and public sector to ensure Connecticut’s economy
remains the wealthiest and most dynamic in the country.

“Connecticut should work toward reducing the state and
local tax burden via reductions in the income tax which
would encourage both people and income to stay in
Connecticut or move into the state.”



Methodology

The IRS data used in this study is derived from the calendar year (CY) 1995 to 2005 State-to-State Migration Data Set
(SSMD) that is published annually by the Statistics of Income Division (SOI) of the Internal Revenue Service (IRS). To
qualify for inclusion in the SSMD, the IRS compares address information supplied on the taxpayer’s tax form between
two years. If the address is different in Year 2 from Year 1, then the taxpayer is classified as a “migrant;” otherwise, the
taxpayer is classified as a “non-migrant.”

The IRS is required by law to ensure that its data products do not reveal the identity of any taxpayer. In the SSMD, the

data suppression affects its “data fidelity,” to borrow a musical term. In music, the term “recording fidelity”” describes a
recording’s ability to capture as much of the total sound as possible, i.e., the lower the recording fidelity, then the lower
the recorded sound quality.

Analogous to this is the data fidelity within the SSMD. For example, if only a single taxpayer moved from state A to
state B, it would be relatively simple (for those with the know-how) to identify that taxpayer. Therefore, the IRS lumps
all such taxpayers into a residual category in order to prevent identification. As a result, the exact movement of all
taxpayers is unknown. The percentage that is shown represents the SSMD’s data fidelity which is higher in the state-
level migration data than the county-level migration data.

The major strength of the SSMD is that it is based on actual data — not a survey — that is enforced with criminal
penalties.*™ This makes the SSMD especially reliable as a data source given people’s incentive to be truthful in their
data reporting. In addition, the SSMD includes reported AGI which allows researchers to not only track population
flows, but also income flows.

On the other hand, the major weakness of the SSMD is that it excludes certain segments of the population. First, it
excludes low-income groups such as students, welfare-recipients and the elderly because the standard deduction and
exemptions are greater than their income. Second, it under-represents the very wealthy because they are more likely
to request a filing extension and miss the late September cut-off for inclusion in the data-set. Finally, it may miss
taxpayers who have changed filing status—especially from “married filing joint” to “married filing separately.”



Endnotes:

I The migration data is a subset of data known as “Components of Population Change.” The most recent data for
Connecticut can be found here: http://www.census.gov/popest/states/NST-comp-chg.html. The data’s timeframe is
not the typical calendar year as it begins and ends on July 1.

i The IRS migration data is available at the state and county levels and can be found here: http://www.irs.gov/taxstats/
indtaxstats/article/0,,id=96943,00.html. The IRS charges a nominal fee for the data.

ii This includes Washington, D.C.

¥ For a comprehensive examination of the migration literature and determinants of migration, see: Hall, Arthur P,,
Moody, J. Scott and Warcholik, Wendy P., “The County-to-County Migration of Taxpayers and Their Incomes, 1995
to 2006,” Center for Applied Economics, Technical Paper 09-0306, March 2009. http://www.business.ku.edu//_
FileLibrary/PageFile/1195/TR %2009-0306--Taxpayer%20Migration.pdf

¥ The tax collection data is from the Department of Commerce’s Census Bureau and the personal income data comes
from the Department of Commerce’s Bureau of Economic Analysis.

¥i The values for the destination states are based on the weighted average of these states in proportion to their
representation of total out-migration from Connecticut.

vii The tax collection data is from the Department of Commerce’s Census Bureau and the personal income data comes
from the Department of Commerce’s Bureau of Economic Analysis.

¥iit The union membership data is from www.unionstats.com.

x The values for the destination states are based on the weighted average of these states in proportion to their
representation of total out-migration from Connecticut.

*The tax collection data is from the Department of Commerce’s Census Bureau and the personal income data comes
from the Department of Commerce’s Bureau of Economic Analysis.

% The median value of housing is based on data from the Department of Commerce’s Census Bureau.

*i The temperature data is from the U.S. National Oceanic and Atmospheric Administration. The data is usually for one
selected city in each state. However, in cases where more than one city is provided, especially in large states, the data is
averaged.

s One way to reduce the income tax is via a Taxpayer Bill of Rights. For more information, see this recent Yankee
Institute publication: Yankee Institute publication: Save Connecticut’s Future; Eliminate the Income Tax, November
2008

¥ Economic surveys can be plagued by a variety of problems ranging from purposeful lying to simple forgetfulness.
The poster child for such problems is in the Consumer Expenditure Survey published by the U.S. Department of Labor:
Bureau of Labor Statistics. The reported expenditures often, and quite significantly, deviate from the reported income.
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