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This paper examines how economic freedom
affects interstate migration in the United
States and through which mechanisms its
effects operate. Using a panel data set of
bilateral state-to-state migration flows from
2002 to 2021, we develop a recursive spatial
framework that links economic freedom to
migration by examining its impact on state-
level economic fundamentals, including
income, employment, and population growth.
We find that higher economic freedom
significantly increases migration inflows and
net migration but has little direct effect on
outflows. Once economic fundamentals are
included, the direct effect of economic
freedom on migration diminishes, indicating
that its influence operates primarily through
improved economic performance. These
findings are also robust to excluding transfer
income. Spatial dependence also plays an
important role in this process. Migration flows
exhibit strong regional clustering and
competitive dynamics, suggesting that states
compete for migrants within nearby
geographic areas rather than acting
independently. Overall, the results indicate
that economic freedom primarily affects
migration by strengthening local economic
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conditions rather than by directly inducing
people to move away from less-free states.

Understanding the determinants of internal
migration has long been central to both
economic theory and policy. Tiebout’s (1956)
classic “voting with feet” framework
emphasized that individuals reveal their
preferences for local public goods by moving
to jurisdictions that best match their desired
fiscal and service bundles. Subsequent
empirical research extended this intuition by
highlighting how economic fundamentals—
such as relative income, employment
opportunities, and population size—shape
interstate mobility decisions (Davies,
Greenwood, & Li, 2001). More recent work
underscores that both individual and
contextual factors—human capital, co-ethnic
networks, and state-level economic conditions
—jointly explain variations in mobility patterns
across the United States (Gurak & Kritz,
2000). Even though migration is important for
regional change, overall U.S. internal
migration rates have declined since the 1980s,
while mobility remains high by international



standards (Molloy, Smith, & Wozniak, 2011).
These developments call for a closer look at
what forces are shaping contemporary
migration dynamics.

Parallel to this literature, scholars have
increasingly examined how institutional
quality—often proxied by indices of economic
freedom—affects regional performance and
mobility. Economic freedom, as captured by
the Economic Freedom of North America
(EFNA) index, reflects the extent to which
state policies and institutions support market-
oriented activity through limited government
spending, lower taxation, and flexible labor
markets (Stansel, Torra, & McMahon, 2014).
Studies such as Ashby (2007), Shumway and
Davis (2016), and Arif et al. (2020) show
positive associations between higher
economic freedom and migration inflows,
while Hall, Lacombe, and Shaughnessy (2019)
highlight the importance of spatial
dependence in explaining how institutional
environments influence state-level outcomes.
However, the mechanisms by which economic
freedom shapes migration remain unclear:
does economic freedom directly attract
movers, or does it act indirectly by improving
local economic conditions that make states
more appealing? Moreover, whether
economic freedom functions symmetrically—
both attracting and repelling population flows
—remains an open question.

This study addresses that question using a
 recursive spatial framework and a new panel

of U.S. state-to-state migration flows from
2002 to 2021. We examine both the direct
and indirect channels through which
economic freedom influences migration and
explicitly assess whether its effects are
symmetric across inflows and outflows. To
further isolate the economic mechanisms
linking institutions and mobility, we construct
an additional measure of per capita personal
income net of current personal transfers,
which removes redistributive effects
embedded in government spending (Area 1)
and allows us to distinguish between market-
driven income growth and transfer-driven
redistribution. Specifically, we analyze net
migration, outflows, and inflows, while also
modeling how economic freedom affects four
key fundamentals—income growth, income
net of transfers growth, employment growth,
and population growth—that, in turn, shape
mobility.

Our findings reveal an apparent directional
asymmetry in how economic freedom shapes
migration. Economic freedom exerts a strong
and significant influence on inflows and net
migration but has little effect on outflows.
This indicates that freedom primarily affects
migration by fostering stronger economic
environments in freer states rather than by
directly prompting people to leave less-free
ones. At the same time, weaker economic
conditions can indirectly encourage
outmigration by constraining income and
employment growth, prompting residents to
seek better opportunities elsewhere.
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Once state-level fundamentals are included,
the direct effect of economic freedom
diminishes, suggesting that its influence
operates mainly through income,
employment, and population growth. When
spatial effects are omitted, the significance of
freedom weakens. At the same time,
fundamentals remain robust, underscoring
that spatial interdependence is a key
transmission channel through which
institutional quality shapes regional mobility.

By integrating economic freedom with
economic fundamentals within a recursive,
spatially dependent framework, this paper
provides new evidence for the literature on
internal migration and institutional economics.
It underscores that economic freedom
matters not simply for where people move,
but for the economic conditions that make
such movements possible. Migration thus
reflects a two-tiered process: individuals
respond to immediate economic
opportunities, while those opportunities
themselves are shaped by economic freedom
that enables growth, competition, and
demographic vitality.

The remainder of the paper proceeds as
follows. Section 2 reviews the literature on
migration, economic freedom, and regional
growth. Section 3 details the data and
empirical framework. Section 4 presents the
results for net, inflow, and outflow migration.
Section 5 concludes by summarizing the
contributions and outlining directions for
future research.

The relationship between economic freedom
and migration has attracted attention for
some time. Ashby (2007) was among the first
to examine this link using the Economic
Freedom of North America (EFNA) index,
finding that U.S. states with greater economic
freedom attract more migrants. Subsequent
research reinforced this finding, showing that
higher levels of economic freedom are
positively associated with net migration flows
(Cebula, 2014; Mulholland & Hernández-Julián,
2013). Important migration studies, such as
Davies, Greenwood, and Li (2001),
emphasized that relative income,
employment, distance, and population size
are central determinants of interstate mobility
—highlighting the economic fundamentals
through which institutions may exert
influence. Adding to this, Shumway and Davis
(2016) demonstrated that economic freedom
contributes to income gains via migration,
while Arif, Hoffer, Stansel, and Lacombe
(2020) found that a 10% relative increase in a
destination metropolitan area’s level of
economic freedom corresponds to a 27.4%
increase in net migration from each origin.
Together, these studies highlight that
institutional conditions matter for population
mobility, but they also suggest that the
effects of economic freedom may operate
through fundamental economic channels.

Other studies have linked economic freedom
to broader measures of economic
performance. Early contributions by
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Easton and Walker (1997) and Dawson (1998)
documented positive associations between
economic freedom and income growth, while
the development of the EFNA index (Stansel,
Torra, & McMahon, 2014) enabled systematic
analysis within countries. Hall, Lacombe, and
Shaughnessy (2019) further demonstrated
that states with higher economic freedom
tend to achieve higher income levels, and that
spatial dependence plays a significant role in
transmitting institutional effects across
neighboring regions. Comprehensive reviews
also conclude that freedom is generally
associated with stronger growth, prosperity,
and well-being (De Haan, Lundström, & Sturm,
2006; Hall & Lawson, 2014).

At the same time, scholars have noted that
measures of income growth, including
government transfers, may obscure the
market component of economic performance.
Transfer payments, such as unemployment
insurance, Social Security, and other
redistributive benefits, tend to be larger in
less free states, where government activity is
greater. As Ashby and Sobel (2008) argue,
the inclusion of transfers can bias results
downward because higher levels of economic
freedom are typically associated with smaller
government transfer sectors. They note that
“data excluding transfers would likely have a
slope coefficient that was larger (more
positive),” since including transfer income
makes it less likely to observe a positive
impact of freedom on lower incomes.
Removing transfers from personal income,
therefore, provides a clearer view of the
relationship between institutions and

market-driven income, isolating productive
from redistributive growth channels.

Meanwhile, the literature on internal migration
identifies several important contextual trends.
Molloy, Smith, and Wozniak (2011) document
a persistent decline in U.S. interstate mobility
since the 1980s, even as mobility remains
relatively high by international standards.
These trends highlight the need to understand
how institutional and economic conditions
jointly shape migration dynamics in the
modern U.S. economy.

Despite these advances, several key gaps
remain. Much of the existing research
analyzes either the direct relationship
between economic freedom and growth or
the direct link between economic freedom
and migration, leaving the indirect channels
between them largely unexplored. Few
studies systematically assess how economic
freedom shapes migration by influencing the
underlying fundamentals—income,
employment, and population growth—that
drive individuals’ relocation decisions.
Moreover, most studies focus on net
migration as the aggregate outcome,
overlooking potential differences between
inflows and outflows. This aggregate
perspective implicitly assumes that economic
freedom influences movement in both
directions symmetrically. Likewise, while
spatial dependence has been incorporated
into studies of economic growth, it has
received far less attention in the context of
interstate migration, where spatial spillovers
are likely to be especially relevant.
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This study contributes to filling these gaps by
integrating insights from both literatures
within a recursive spatial framework. Using
panel data on U.S. state-to-state migration
flows from 2002 to 2021, we estimate both
the direct effects of economic freedom on
migration outcomes and the indirect effects
transmitted through economic fundamentals.
By distinguishing between inflows, outflows,
and net migration, the analysis also captures
potential directional asymmetries in how
economic freedom affects mobility. This
approach provides a more complete
understanding of how economic freedom
shapes population movements—
demonstrating that economic freedom
influences migration not merely by making
states more attractive in isolation, but by
generating the economic conditions that
motivate people to move.

The empirical analysis employs a recursive
spatial framework that links economic
freedom to migration through its effects on
economic fundamentals. In the first stage,
state-level income growth, income net of
current personal transfers growth,
employment growth, and population growth
are modeled as functions of current economic
freedom, with both state and year fixed
effects:

These regressions test whether states with
higher current economic freedom experience
higher income (both total and net of
transfers), employment, and population
growth. Economic freedom is measured using
the Economic Freedom of North America
(EFNA) index compiled by the Fraser
Institute, which aggregates measures of
government spending, taxation, and labor
market regulation. The variable GNBIG
(income net of current personal transfers) is
constructed by subtracting per-capita current
personal transfer receipts from total per-
capita personal income, both obtained from
the Bureau of Economic Analysis (BEA).

s,t

To explore the underlying mechanisms, the
overall EFNA index is decomposed into its
three major components—government
spending (Area 1), taxation (Area 2), and
labor-market freedom (Area 3):

These specifications allow us to identify
whether fiscal (Areas 1–2) or regulatory (Area
3) dimensions of freedom drive distinct
aspects of state-level economic performance. 

In the second stage, following Ashby (2007),
migration outcomes are estimated within a
spatial autoregressive framework that allows
for both spatial lag and spatial error
dependence. While the model shares the
same broad structure as prior studies, it
differs in two ways: it explicitly models the
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recursive influence of economic freedom
through multiple fundamentals, including
income net of transfers. It excludes distance
and density controls to isolate economic
fundamentals as the primary mediating
mechanisms.

Bilateral state-to-state migration flows are
modeled as functions of lagged differences in
fundamentals and contemporaneous
differences in economic freedom. Let denote
the number of migrants moving from origin to
destination in year . To handle zero flows, a
small positive constant  (0.5) is added before
taking logarithms. Three dependent variables
are constructed:

The main explanatory variables are lagged
differences in fundamentals and
contemporaneous differences in economic
freedom between destination and origin
states:

Additional controls include climatic and
demographic ratios:

Migration is then modeled in two versions:
(1) Using total income growth:

(2) Using income net of transfers:

Spatial dependence is modeled through the
matrix      , which is row-standardized and
based on first-order contiguity among the 48
contiguous states (excluding Alaska, Hawaii,
and the District of Columbia). Because the
data are organized by origin–destination
pairs, the matrix is constructed in a block-
diagonal form, where each block corresponds
to an origin and links its potential destinations
based on geographic adjacency. Within each
block, neighbors of a destination receive
positive weights while non-neighbors receive
zeros, and rows are normalized to sum to one.
This structure preserves the square form
required for spatial estimation while ensuring
that spillovers are only captured among
geographically relevant destinations. The
coefficient     measures spatial lag
dependence, indicating whether migration
into one destination is correlated with
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migration into its neighbors, while     
measures spatial error dependence, reflecting
omitted regional shocks such as policy
diffusion or common labor-market dynamics.

The coefficient on                 identifies the
direct effect on migration flows. The indirect
effect operates through the fundamentals:
current economic freedom influences income,
income net of transfers, employment, and
population growth in Stage 1, and these
fundamentals in turn influence migration in
Stage 2. Thus, the indirect channel is captured
by the product of the Stage 1 coefficients on
EF and the corresponding Stage 2 coefficients
on each fundamental. 

Economic freedom measures are not lagged
because the EFNA index is constructed from
policy indicators that evolve slowly and are
measured using historical administrative data.
Consequently, the published scores already
reflect institutional environments relevant to
earlier decision periods, aligning naturally with
the timing of migration decisions without
requiring additional lagging.

As a robustness check, we also re-estimate
the Stage 2 model using income net of
current personal transfers (GNBIG) in place of
total income. This alternative specification
removes redistributive effects embedded in
government spending (Area 1) and ensures
that the estimated migration–income
relationship reflects market-driven rather than
transfer-based income growth. This
specification verifies that the observed
relationships are not sensitive to the inclusion
of transfer-based components in state income
measures.

Data for these variables are drawn from
widely used public sources. State-to-state
migration flows are obtained from the Internal
Revenue Service’s Statistics of Income (SOI),
which provides annual counts of individuals
(exemptions) who move between states. Per
capita personal income and current personal
transfer receipts are from the Bureau of
Economic Analysis (BEA), employment levels
(in thousands) from the Bureau of Labor
Statistics (BLS), and population from the
Federal Reserve Bank of St. Louis’s FRED
database. Economic freedom scores are
obtained from the 2024 edition of the Fraser
Institute’s Economic Freedom of North
America (EFNA) index at the subnational
level. Additional controls include heating
degree days and precipitation, sourced from
the National Centers for Environmental
Information, and the share of residents aged
65 and over, from the U.S. Census Bureau.
These controls account for climate-driven
migration and retirement-related flows.

Stage 1: Economic Freedom and State-Level
Fundamentals
The Stage 1 regressions examine how
economic freedom affects state-level
economic fundamentals—including total
personal income growth, income growth net
of transfers, employment growth, and
population growth—using a fixed-effects
framework with current EF scores as
predictors. The results are summarized in
Table 1.
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The overall EF index has a positive,
statistically significant effect on all
fundamentals. In the total income growth
regression, EF shows a positive coefficient of
6.96 (p = 0.021), indicating that higher
economic freedom is associated with faster
income growth. When income is measured
net of current personal transfers (GNBIG), the
coefficient becomes slightly larger (7.38; p =
0.042), suggesting that the positive
relationship between economic freedom and
income growth strengthens once transfer-
related components are excluded, consistent
with the idea that freedom promotes market-
based gains rather than redistributive income
effects. Employment growth and population
growth also respond positively to EF, with
coefficients of 4.50 (p = 0.040) and 3.26 (p =
0.016), respectively. These results confirm
that states with higher economic freedom
tend to experience stronger labor-market
performance and faster demographic
expansion.

To further disentangle which economic
freedom dimensions drive these effects, EF
was decomposed into its three core areas:
government spending (Area 1), taxation (Area
2), and labor-market freedom (Area 3). The
component-level results are reported in Table
2. For all measures, a higher score represents
greater economic freedom. Specifically, a
higher score in Area 1 indicates smaller
government size and lower public spending
relative to GDP; a higher score in Area 2
reflects lower tax burdens; and a higher score
in Area 3 denotes greater labor-market
flexibility and less regulation of employment
practices.

For total income growth, less government
spending (Area 1) exerts a positive and highly
significant effect (β = 0.89, p < 0.01), while
lower taxation (Area 2) is marginally
significant and positive (β = 0.40, p ≈ 0.08).
Labor-market freedom (Area 3) is small and
statistically insignificant. When income net of
transfers is used, the government-spending
component remains positive and significant (β
= 1.09, p < 0.01), whereas taxation and labor-
market freedom are not significant.

The employment-growth regression yields a
somewhat different pattern: only government
spending (Area 1) approaches significance (β
= 0.34, p = 0.06), while taxation and labor-
market freedom remain insignificant. For
population growth, the coefficient on Area 1
remains positive and significant (β = 0.22, p =
0.023), reinforcing the idea that leaner, more
efficient public spending environments
support demographic dynamism.

Overall, the Stage 1 results demonstrate a
consistent positive relationship between
economic freedom and all three fundamentals
—income, employment, and population
growth—across both total and net-of-transfer
income measures. Among the EF
components, the government-spending
dimension emerges as the most robust and
stable predictor. These findings suggest that
economic freedom enhances economic and
demographic vitality primarily by limiting the
government’s ability to substitute for private
market activity, with the effect persisting
even after accounting for redistributive
transfers.
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Stage 2 Results: Migration Responses to
Economic Freedom and Economic
Fundamentals
The Stage 2 regressions link differences in
economic freedom and underlying economic
fundamentals to bilateral migration flows.
Tables 3 and 4 present the spatial regression
results that incorporate all economic
fundamentals and control variables, using
total income growth (INC) and income net of
transfers (GNBIG) as alternative measures of
state-level income performance. To further
illustrate the mechanisms through which
economic freedom affects migration, Table 5
(INC specification) and Table 6 (GNBIG
specification) decompose the total effect into
its direct and indirect components based on
the recursive model structure. The direct
effect represents the immediate impact of
economic freedom differences (EFgap) on
migration, whereas the indirect effects are
calculated as the product of the Stage 1
coefficients of economic freedom on each
fundamental (income, income net of transfer,
employment, and population growth) and the
corresponding Stage 2 coefficients of these
lagged differences on migration. Table 7
presents a benchmark specification excluding
fundamentals. All models control for climate
and demographic factors and incorporate
spatial dependence according to diagnostic
tests.

In net-migration (ynet) models, both
economic freedom and the underlying
fundamentals exert strong, statistically
significant effects on interstate mobility.
When total income growth is used, the
coefficient on the economic-freedom gap

(EFgap) is positive and highly significant (β =
0.43, p < 0.01), indicating that migrants
systematically move from less-free to more-
free states. Lagged income, employment, and
population growth differences are all positive
and significant at the 1 percent level,
confirming that faster-growing economies
attract more in-migrants. 

As a robustness check, we replace total
income growth with income net of transfers
(GNBIG). The results remain highly consistent
across all specifications: EFgap and the main
fundamentals—income, employment, and
population growth—retain their positive and
significant effects. The coefficient on income
net of transfers is slightly smaller than that for
total income, indicating that transfer-related
income plays only a minor role in shaping
migration patterns. This suggests that
migration responds primarily to market-driven
economic opportunities—those arising from
production and labor market activity—rather
than to redistributive transfers. These results
reinforce the interpretation that economic
freedom promotes mobility mainly through its
impact on underlying economic fundamentals,
rather than through fiscal redistribution.

Diagnostic tests for spatial dependence
indicated that the spatial-error term (λ) was
not statistically significant in the net-
migration model, whereas the spatial-lag term
(ρ) was highly significant. Accordingly, we
estimated a spatial-autoregressive (SAR)
specification that includes only the lag
dependence. The estimated ρ ≈ 0.47 is
positive and statistically significant at the 1
percent level, indicating that states within
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the same region tend to experience similar
net migration outcomes. This suggests
regional clustering in population movements,
where states share common migration gains
or losses rather than acting independently.

Tables 5 and 6 decompose the total impact of
economic freedom on net migration into
direct and indirect channels. In both
specifications—using total income and income
net of transfers—the direct effect of the
economic-freedom gap (EFgap) is positive
and highly significant, while all indirect effects
transmitted through income, employment,
and population growth are also positive. The
direct effect (0.429 under total income; 0.409
under net-of-transfers) exceeds the total
indirect effect (0.204 and 0.199, respectively),
indicating that roughly one-third of the overall
influence of freedom on net migration
operates through its enhancement of
economic fundamentals. Among these, the
income channel dominates, followed by
population and employment growth,
confirming that economic freedom stimulates
mobility primarily by strengthening market-
driven economic performance.

The similar results across both income
measures further show that these effects are
rooted in productive, market-based activity
rather than redistributive transfers. Overall,
economic freedom promotes net migration
through a dual mechanism: it directly attracts
movers to freer institutional environments and
indirectly amplifies these movements by
fostering the economic growth that sustains
them.

The outflow regressions evaluate how
differences in economic fundamentals
influence residents’ decisions to leave their
home states. When total income growth is
used, the coefficient on EFgap is positive but
statistically insignificant (β = 0.112, p = 0.164)
and remains insignificant when income net of
transfers replaces it (β = 0.100, p = 0.214). In
both models, however, income, employment,
and population growth show robust, highly
significant positive effects. Positive and
significant coefficients on income,
employment, and population growth
differences indicate that when economic
conditions in the destination outperform
those in the origin, outmigration from the
origin increases. In other words, individuals
are more likely to leave when destination
states offer stronger growth prospects.

The magnitudes of the coefficients on income
are very similar—about 0.0093 under the
total-income specification and 0.0088 under
the net-transfer specification—implying that
transfer payments do not materially alter
outflow dynamics. 

These results indicate that outmigration is
driven more by economic opportunities in
destination states than by differences in
economic freedom alone. While the direct
effect of economic freedom (EFgap) is
statistically insignificant, the decomposition
results in Tables 5 and 6 show that its indirect
effects through economic fundamentals are
substantial. In the total-income specification,
the indirect effect is about 64 percent larger
than the direct coefficient, and in the

10



net-of-transfers specification, it is nearly 87
percent higher. These strong indirect channels
—operating primarily through income and
population growth—suggest that lower
economic freedom indirectly increases
outmigration by weakening local economic
performance.

In this sense, economic freedom itself does
not directly push residents away; rather,
insufficient freedom constrains income,
employment, and demographic growth, which
in turn encourages residents to seek better
opportunities elsewhere. The close
consistency of results across both income
measures confirms that these effects are
rooted in market-driven fundamentals rather
than redistributive transfers.

The spatial parameters reveal additional
insights. Both the spatial-lag (ρ) and spatial-
error (λ) terms are large in magnitude and
statistically significant. The negative
coefficient on ρ (≈ –0.76) suggests spatial
competition rather than complementarity:
destinations compete for outmigrants from
the same origin. Higher outflows toward one
destination reduce flows toward neighboring
destinations, reflecting spatial substitution
among potential receiving states rather than
anti-regional movement. The positive and
significant λ term, in turn, indicates correlated
unobserved regional effects—such as
macroeconomic disturbances or shared policy
trends—that influence outmigration patterns
across contiguous states.

Turning to inflows, the results show that

EFgap remains positive and statistically
significant when controlling for economic
fundamentals (β = 0.186, p = 0.016 with total
income; β = 0.176, p = 0.022 with income net
of transfers). All three fundamentals—income,
employment, and population growth—show
strong positive, highly significant effects
across both models. States with faster
income, employment, and population growth
attract more migrants, confirming that
individuals primarily respond to observed
economic performance rather than economic
freedom alone.

Replacing total income with income net of
transfers leaves the overall results unchanged.
The coefficients on income differences remain
robustly positive (≈0.0086 for total income,
≈0.0079 for net income), indicating that
transfer payments have only a minor influence
on migration decisions. The slight decrease in
coefficient magnitude for GNBIG suggests
that transfer-related income plays only a
minor role in migration decisions, implying
that migration responds primarily to market-
driven opportunities rather than to
redistributive transfers.

The positive and significant EFgap
coefficients in both models (around 0.18)
contrast with the insignificance observed in
the outflow equations. This implies that
differences in economic freedom more
strongly influence inflows—states with greater
relative freedom tend to attract migrants—
whereas outflows are more responsive to
economic fundamentals. The negative ρ (≈ –
0.75) again reflects competitive dynamics
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among destinations, where an increase in
inflows to one state is associated with
reduced inflows to its neighboring states.
Meanwhile, the positive λ (≈ 0.93) indicates
shared regional shocks or unobserved
similarities that jointly affect migration inflows
across nearby states.

The decomposition results in Tables 5 and 6
further clarify this mechanism. Although the
direct effect of economic freedom on inflows
is significant, the indirect effects—operating
through income, employment, and population
growth—are nearly as large, differing by only
8 percent under the total-income
specification and 5 percent under the net-of-
transfers model. This balance suggests that
migrants are not drawn to economic freedom
per se, but to the stronger economic
environment that freedom helps produce.
 In models estimated without economic
fundamentals, the coefficients on EFgap are
notably larger than in the full models. This
inflation reflects the fact that, once controls
for income, employment, and population
growth are removed, EFgap captures part of
the variation previously explained by those
fundamentals. This pattern aligns with the
recursive model structure of this study:
economic freedom first influences state-level
fundamentals, which in turn affect migration
decisions. When these intermediating
fundamentals are omitted, the direct effect of
EFgap on migration mechanically absorbs
their indirect influence, yielding larger
coefficients.

Additional robustness checks are conducted
using non-spatial fixed-effects regressions

that exclude spatial dependence and focus
solely on within-state variation. In these
models, the coefficients on EFgap shrink and
lose statistical significance, confirming that
spatial spillovers are central to the economic
freedom–migration link. This finding
reinforces the recursive and spatial logic of
the framework: migration responses to
freedom are shaped not only by local
economic fundamentals but also by
competitive regional dynamics, as
neighboring states compete for migrants
rather than share common opportunity
effects.

Overall, the results strongly support the
recursive structure of the analysis. Economic
freedom primarily shapes migration by
improving state-level income, employment,
and population growth, rather than through a
purely direct institutional channel. When
these fundamentals are excluded, the
apparent effect of economic freedom
becomes larger, confirming that much of its
influence operates indirectly through
enhanced economic performance. The results
also reveal a clear directional asymmetry:
economic freedom differences significantly
affect inflows and net migration but not
outflows. This pattern suggests that freedom
functions less as a direct magnet for movers
and more as a framework that generates the
economic vitality attracting them. In other
words, individuals migrate not simply because
states are freer, but because freedom fosters
the productive, market-based environment
that makes those states more dynamic and
desirable destinations.
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This paper examined how economic freedom
shapes U.S. interstate migration using a
recursive spatial framework. Linking economic
freedom to mobility through their effects on
state-level fundamentals, it provides new
evidence on both the direct and indirect
channels of influence. The results show that
economic freedom exerts a selective but
meaningful impact on migration: it is strongly
associated with inflows and net migration, but
not with outflows. This directional asymmetry
indicates that freedom primarily operates by
fostering economic conditions that attract
migrants to freer, more dynamic regions.

Once economic fundamentals are accounted
for, the direct effect of freedom essentially
diminishes, underscoring that its influence on
migration is realized mainly through income,
employment, and population growth. States
with higher levels of economic freedom
experience stronger economic and
demographic performance, which in turn
attracts new residents. This recursive
structure highlights that individuals respond
less to economic freedom per se and more to
the tangible opportunities that freedom helps
create.
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This recursive structure highlights that
individuals respond less to economic freedom
per se and more to the tangible opportunities
that freedom helps create. Spatial
dependence complements this mechanism:
migration flows exhibit regional clustering
consistent with spatial competition, in which
neighboring states compete for migrants
based on their relative economic performance
rather than on shared spillovers.

The findings carry several implications for
both researchers and policymakers. For
scholars, they underscore the importance of
treating institutions and economic
performance as interdependent rather than
separate drivers of migration. For
policymakers, the evidence highlights the
importance of maintaining fiscal environments
that support private-sector growth and
efficient resource allocation. Policies that
foster efficient governance, responsible
budgeting, and flexible labor markets can
therefore indirectly stimulate in-migration by
strengthening the market fundamentals that
individuals respond to. In this way, economic
freedom contributes to sustainable regional
development not by pushing residents away
from less-free areas, but by creating the
productive conditions that attract people.
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