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Executive Summary 

 

Using actual state tax return data this study finds that migration to Utah among 

high-earners was not, in fact, stimulated by the cuts in top state income tax 

rates that began in 2006. The study also finds that 89% of Utah’s highest earners 

did not move into or out of the state over the past 18 years in spite of changes 

in the tax code during that time. These findings are important because they 

suggest that one of the primary arguments used to build support for these cuts 

should be re-examined: High earners have not to date been drawn to the state 

by tax cuts, so state revenue that was lost in the switch to the single-rate system 

has not been recovered. The study coincides with recent research in other 

states which has found that the vast majority of high-income earners are 

relatively insensitive to a change that affects just a few percentage points of 

their income. 



iv 
 

  



v 
 

 

 

 

Contents 
 

 

Executive Summary ............................................................................................... iii 

Introduction ........................................................................................................... 1 

Background: Utah Income Tax Rates .................................................................... 2 

A Decade of Utah Personal Income Tax Rate Reductions ..................................... 4 

Migration Patterns of High-Income Utahns,  1996 to 2009 .................................. 5 

Migration Patterns of All Utah Taxpayers, 1996 to 2009 ...................................... 8 

Explaining Why Utah’s Top Earners Stay Put ...................................................... 11 

Economic Cycles and Top Earners ....................................................................... 13 

Conclusion ........................................................................................................... 17 

 

 

 



 

 

 

 

 

  



1 
 

 

 

Introduction 
 

A primary argument used to build support for a new, single-rate personal 

income tax system in 2005 and 2006 was that it would boost Utah’s economic 

development. The theory was that high-income taxpayers drawn to the state by 

tax cuts would create enough new jobs to compensate for public education 

revenue lost in these cuts.1 This study reviews Utah’s single-rate income tax in 

light of its actual performance to determine whether the goal of attracting high-

income earners was met. Based on fourteen years of aggregate data from the 

Utah State Tax Commission, actual tax records show no increase to date in 

migration to Utah by high-income earners. This finding is consistent with 

growing evidence that marginal inter-state differences in personal income tax 

rates are a negligible factor in decisions by high-income taxpayers to relocate.2 

In fact, the data assembled for this report show that unlike other taxpayers, the 

highest earners became less likely to migrate into or out of Utah since 1996. 

While the reasons for this trend are not entirely clear, two potential factors are 

documented in this study. First, between 2007 and 2011, even the highest 

earners typically received most of their income from sources that are related to 

their presence in the state. Location matters for them in many senses. Second, 

for the vast majority of those taxpayers, single-year income beyond $500,000 

was an unusual occurrence, rather than something they could count on year 

after year. 

Finally, the data set indicates that growth in Utah’s population of highest 

earners was associated more closely with overall state economic growth than 

with IN-migration. This suggests that measures to improve Utah’s overall 

economy would be better oriented toward increasing the state’s overall 

productivity, rather than by attempts to lure high-income taxpayers from 

elsewhere into the state.  
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Background: Utah Income Tax Rates 
 

Both the Federal government and most states traditionally have relied on 

progressive income tax systems, using a series of income brackets to charge a 

higher rate on those who earn most, and lower rates on those who can least 

afford it. When Utah’s personal income tax was established in 1931, the top 

rate was 4.00% on incomes of $8,000 and over.3 This rate climbed gradually 

through the decades as demand for public services increased, reaching a 

maximum of 7.75% between 1975 and 1987. The trend then reversed, with the 

top rate eventually dropping to its present level of 5.00% in 2008, when 

brackets were eliminated with the shift to the “single-rate” income tax system.4 

However, by the time this change took effect, the system had long before lost 

its progressivity. In fact, the reduction in the top rate to 5.00% actually affected 

nearly all Utah taxpayers, rather than just the very wealthy. As in many other 

states, the value of the income brackets had eroded greatly over time. In spite 

of periodic adjustments, in the final years of Utah’s bracketed system, the top 

bracket included Married Joint Filers with incomes as low as $11,001. 

To put this in perspective: the poverty level at the time was $14,000 for a family 

of two. This meant that before reform, even some families with incomes below 

the poverty line and few deductions were included in the top bracket and paid 

the state’s top rate (Figure 1).  
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Figure 1. By 1980s, Utah's top income tax rate hit even 
families in poverty 
Data for a family of two 

Lower limit of top individual income tax bracket* 

Federal poverty guideline 

Note: Brackets were abolished in 2008. After that date, this figure refers to the income threshold at 
which a two-person family would incur state income tax liability. 
 
Source: Derived by Voices for Utah Children from History of the Utah Tax Structure, Utah State Tax 
Commission, June, 2011, and Utah individual income tax forms (for 2008 to 2011 ). Poverty guideline 
derived from Prior HHS Poverty Guidelines and Federal Register References. 2013.  
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In 2005, Governor Jon Huntsman proposed a flat tax as a simplification of the 

state’s system, and ostensibly a way to promote economic development. The 

idea proved popular among state legislators, many of whom had campaigned on 

promises to cut taxes.  

It was easy to gain support for income tax cuts, in particular, because receipts 

from personal income tax had soared since the 1980s (Figure 2). In spite of a 

sharp drop in fiscal years 2002 and 2003, revenue had bounced back to record 

highs by 2004, thanks to the state’s growing prosperity and population. The 

result was a series of legislative efforts that culminated in dramatic changes to 

Utah’s personal income tax system and a tax cut for many filers.  

 

 

The shape this reform ultimately took provided the biggest dollar gains to 

some—though not all—of the state’s top earners. This orientation toward 

benefits for high-income earners was deliberate: Huntsman and many in the 

Legislature were convinced that this group is responsible for creating a 

significant number of jobs, mostly by way of sole proprietorships and 

partnerships that are taxed through the personal income tax system rather than 

the corporate (“franchise”) system. Lowering these rates was considered a key 

to attracting high earners from neighboring states and beyond.5 
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Figure 2. Utah personal income tax revenues soared 
beginning in late 1980s  

Fiscal years 

Real revenue per capita 

Total revenue (current $) 

Source: Derived by Voices for Utah Children from History of the Utah Tax Structure, Utah State 
Tax Commission, June, 2011. 

New personal 
income tax rates 
go into effect 
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A Decade of Utah Personal Income Tax Rate 

Reductions  
 

The biggest changes to Utah’s personal income tax system—$146 million of 

revenue reductions —took effect in 2008 (Figure 3). Related measures that took 

effect in 2006 and 2007 combined with these for an additional cut of $105 

million. (Effective dates for different provisions were sometimes staggered in 

the legislation, which means that a single bill could affect additional revenue 

streams over several years.) These dates are important for a migration analysis 

because if wealthy families do respond to changes in tax rates by moving from 

one state to another, their activity likely would be concentrated around the 

years that changes took effect.  

 

 

Figure 3. Utah’s major personal income tax changes  

according to effective date 

 

Effective 
date  

Bill (Session)  Annual fiscal 
impact* 

1996 Senate Bill 237, Income Tax Rate Reductions (1996) $41 million 
2001 Senate Bill 36, Individual Income Tax Bracket 

Adjustments (2001) 
$18 million 

2006 Senate Bill 4001, Income Tax Amendments  
(2006, 4

th
 session) 

$66 million 

2007 Senate Bill 4001, Income Tax Amendments  
(2006, 4

th
 session) 

Senate Bill 223 2
nd

 Substitute, Tax Amendments (2007) 

$12 million 
 

$27 million 
2008 Senate Bill 223 2

nd
 Substitute, Tax Amendments (2007) 

House Bill 359 3
rd

 Substitute, Tax Changes – Omnibus 
(2008) 

$124 million 
$22 million 

 
 
* Fiscal impact refers to personal income tax portions of legislation at the time it was adopted. The 
subsequent recession is likely to have reduced the actual fiscal impact of these measures. Estimates are 
from respective legislative fiscal notes. 
 
Source: Review of bills at www.le.utah.gov by Voices for Utah Children, June 2013. 

 
 

As noted earlier, some of the changes in Utah’s personal income tax rates 

affected not just top earners, but all taxpayers. However, in terms of dollars per 

return, Utah’s highest earners gained far more than others with the shift to the 

single-rate system. In 2008, the average return with earnings over $500,000 

paid $6,500 less income tax than it would have in 2005. Those with income 

below that threshold—99.0% of the total—paid an average of only $105 less 

(Figure 4).  
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Figure 4. Largest average gains from personal income tax cuts  
accrued to highest incomes 

 
Total income tax collections (millions) 

Number of 
returns 
filed* 

Average 
difference 

per filer 
 Income group 

2005 
structure 

2008 
structure 

Difference 
2005 – 08 

 $0 to $499K $1,774 $1,672 $102 965,980  $105 

 >500K $191 $169 $22 3,321  $6,496 

* Note that this is the actual number of returns filed, not the total reported in the data set generated by the 
Utah State Tax Commission for this research. For additional information, see Methodological note, page 10. 
 
Source: Derived by Voices for Utah Children from Utah State Tax Commission, Utah Statistics of Income, 2005 
and 2008, accessed February, 2010. 

 

 

In addition, since the effort to adopt a flat tax resulted in the removal of 

deductions and other changes to the code, the decrease in state income tax 

rates did not benefit all taxpayers within a given income range equally.6 For 

example, analysis by non-partisan Legislative staff found that even among the 

highest earners, actual gains or losses from the change varied, with some top 

earners paying more under the new system.7 Another analysis found that the 

primary beneficiaries of the new system were taxpayers with incomes greater 

than two million dollars.8 The implication for this study is that to the extent that 

any migration of top earners can be detected, it will not necessarily be uniform. 

Instead, if top earners do indeed respond to changes in state personal income 

tax rates, we should expect increases in both IN-migration and OUT-migration 

around the dates that these changes take effect. 

 

Migration Patterns of High-Income Utahns,  

1996 to 2009 
 

To determine whether high income earners responded to changes in personal 

income tax rates, a specially-constructed data set was requested from the Utah 

State Tax Commission (see Methodological note, page 9). The data in this set do 

not represent a sample; rather, the set contains highly-aggregated information 

on every filer in the state from 1994 to 2011. The design of the data set also 

traces the presence or absence of an individual taxpayer two years before and 

after each date. For example, a given taxpayer would be considered a non-

migrant in 2007 only if the return was present in 2005 and 2006, as well as 2008 

and 2009. 
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The results of this analysis, at least in the short run, are striking and 

unequivocal. On the one hand, only a tiny share of top earners—no more than 1 

percent in a given year—left or entered the state during the entire fourteen 

years for which complete data are available. On the other, the data show that 

IN-migration by top earners dropped sharply from the beginning of this period 

and did not recover through 2009 (Figure 5). In contrast, OUT-migration rose 

until 1999 then declined steadily in a pattern very similar to IN-migration. 

 

  

In sum, in the very years that Utah’s major personal income tax changes were 

taking effect, net migration by top earners reached some of its lowest points 

during this study period. Net migration of top earners to the state continued to 

be slightly positive, but they did not become consistently more likely to move 

into or out of Utah. Instead, over time, they became more likely to stay put. 

Of course, the Great Recession began at the end of the study period, in 

December, 2007. This raises the question of whether the combined effects of 

the liquidity crisis, housing market collapse, and prolonged economic malaise 

altered patterns of migration by Utah’s top earners, essentially delaying any 

impact of the tax cuts. To answer this question, it is worth considering the two 

mechanisms by which such a change may have occurred.  

720 returns 

176 returns 

0.0% 

0.1% 

0.2% 

0.3% 

0.4% 

0.5% 

0.6% 

0.7% 

0.8% 

0.9% 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Figure 5. Utah's top earners became  
less likely to migrate 

Share of top earners who entered or left the state within two years 
of each date 

Top Earner IN 

Top Earner OUT 

Source: Derived by Voices for Utah Children from Utah State Tax Commission data. 
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The first is merely methodological. Income declines caused by the recession 

might have shifted a significant number of otherwise high-income earners 

below the arbitrary threshold used in this analysis, an annual income of 

$500,000. This might be assumed to affect the data in Figure 5 by radically 

shrinking the population from which potential migrants would be drawn. 

However, the study design used here minimizes the impact of unusual events in 

any particular year by including in the top earner group anyone who filed a 

return with Adjusted Gross Income over $500,000 in any year during the study 

period. This means that a filer who earned over $500,000 in 2006, or 1996, but 

whose income dropped to zero in 2008, is still present in the population base of 

top earners.  

 

Methodological note 

The data set from the Utah State Tax Commission includes all residents who filed Utah 

personal income tax between 1994 and 2011. Dollar amounts were adjusted to 2010 

levels. For each “Married Filing Jointly” return, the information was duplicated so that 

inter-state migration by either spouse could be documented. The data set was then 

divided into two groups: all taxpayers in Utah’s records, and a subset of taxpayers who 

earned above $500,000 in any year of the study period—referred to here as “top 

earners.”  

Within each of these groups, the data includes subsets for taxpayers who migrated into or 

out of the state within two years of each focus date in the study period. This narrows the 

timeframe for analysis from a beginning date of 1994 to 1996, and from an end date of 

2011 to 2009. A similar technique was used by Varner and Young, 2012. 

In state tax return records, IN-migration and OUT-migration were defined as the 

appearance or disappearance of a Social Security or TIN. Since the disappearance of a 

given taxpayer from the data could indicate death, rather than OUT-migration, true OUT-

migration rates are slightly overestimated in this data set.  

Similarly, new state income tax filers were identified by the appearance of a new Social 

Security or Taxpayer Identification Number in a given year. In fact, new records could 

correspond either to an individual who entered the paid labor force, or to an individual 

(perhaps with family) who actually migrated to Utah. However, very few brand-new 

wage-earners would be likely to have incomes above $500,000. This would be more 

common among IN-migrants who already had been in the labor force for some time. 

Thus, IN-migration and net migration rates (the number of IN-migrants minus the number 

of OUT-migrants) also are slightly overestimated here, but less so than OUT-migration 

rates. 

While these characteristics of the data set presumably affect the raw numbers, there is no 

reason to expect that the size of this error varies much over time. Therefore, there is little 

reason to think that the data are biased in a particular direction.  
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The second way that the recession might have affected top-earner migration 

rates concerns actual changes in behavior. Economic upheaval and uncertainty 

might have reduced the willingness of top earners all over the country to move, 

whether because of reduced business opportunities in potential destinations, 

difficulties selling a home, or shortfalls in cash needed for the move itself. To 

the extent that this is the case, though, it undermines the fundamental 

assumption by backers of Utah’s income tax changes, that differentials in 

personal income tax rates among states are a critical determinant of the 

migration decisions of top earners. Instead, this line of argument would concede 

that a wide variety of other factors play more important roles than tax rates. 

Put another way, no one who argues that state tax policy should be oriented 

toward attracting those with the highest incomes suggests that these arguments 

are valid only during the good times. Reducing personal income tax rates is their 

policy prescription no matter the stage of the economic cycle. Low rates are 

assumed to trump other considerations, whether short- or long-run in nature. 

Yet the actual evidence from Utah of top-earner migration shows that the cut in 

top rates had virtually no effect on established patterns. And the design of the 

data set means that all those top earners who did not migrate in or out of Utah 

into 2009 also stayed put in 2010 and 2011. It is still too soon to know whether 

net migration to Utah by top earners has bottomed out and trends will reverse 

over the longer term. What is clear is that the changes in personal income tax 

rates had no short-term impact on top-earner migration. 

Finally, the very small number of taxpayers under consideration here should be 

emphasized. To the extent that the shift to the flat tax changed the behavior of 

any of Utah’s top earners so far, it did so for only one hundred or so taxpayers 

per year in a pool of nearly 89,000 returns.9 

Migration Patterns of All Utah Taxpayers,  

1996 to 2009 
 

The fact that rates of migration by high-income taxpayers were low and 

declined in Utah contradicts the theory that a reduction in personal income tax 

rates would attract more of these filers to the state. The data show that these 

efforts failed, at least in the short-run. In fact, rates of IN-migration for top 

earners were falling from at least 1996, the earliest available data. At that time, 

high-earning families were IN-migrating to Utah at a rate that has not since 

been matched. A decade later, after hundreds of millions of dollars in 

reductions in the personal income tax, there was no discernible change in the 
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behavior of these filers, casting doubt on the relevance of tax rates in their 

migration decisions. 

As it turns out, interstate migration is a relatively rare phenomenon among all 

taxpayers, not just top earners. The vast majority of filers in the Utah State Tax 

Commission data set did not move into or out of the state between 1996 and 

2009 (Figure 6). Yet the IN-migration rates of top earners diverge from the 

overall population of Utah filers over time. While top earners became steadily 

less likely to IN-migrate to Utah, the overall population of filers varied more 

widely from year to year. The highest rate of total IN-migrants for any year in 

the study period was 0.8% of total filers, in 2006. That rate of IN-migration was 

last reached by top earners in 1996. 

 

 

For both top earners and the general population, the likelihood of OUT-

migration declined after the late 1990s (Figure 7). The peak figure for OUT-

migration, reached in 1998 and 2000, was 0.7% of that year’s total, in contrast 

to 0.4% for top earners in 1999 and 2000. 

0.0% 

0.2% 

0.4% 

0.6% 

0.8% 

1.0% 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Figure 6. Overall IN-migration rebounded during the last 
economic boom 

Share of taxpayers who entered or left the state within two years of 
each date 

Overall IN 

Top Earner IN 

Source: Derived by Voices for Utah Children from Utah State Tax Commission data. 
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In sum, since 1996 Utah’s top earners became less likely to migrate than the 

overall population. Since this pattern was established well before the tax cuts of 

2006 to 2008, it is unlikely that these changes were responsible for declines in 

both IN- and OUT-migration. This study cannot explain the trend of top earners 

becoming less likely to migrate between 1996 and 2011, but it can consider 

some reasons that Utah’s top earners choose to stay put. 
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0.2% 

0.4% 

0.6% 

0.8% 

1.0% 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Figure 7. Utah's top earners never reached overall rate of 
OUT-migration 

Share of taxpayers who entered or left the state within two years of 
each date 

Overall OUT 

Top Earner OUT 

Source: Derived by Voices for Utah Children from Utah State Tax Commission data. 
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Explaining Why Utah’s Top Earners Stay Put  
 

If maximizing income is assumed to be a primary motivation for inter-state 

migration, the finding that top earners in Utah became less mobile from 1996 to 

2009 is somewhat counter-intuitive. Conventional wisdom suggests that 

taxpayers with high incomes derive less of their income from wages (which 

typically require physical presence in a particular location), and more from 

occasional business deals and returns on capital.  

The data set on migration prepared by the Utah State Tax Commission does not 

distinguish between sources of income for individual taxpayers, but Internal 

Revenue Service data published in Utah’s Statistics of Income series help clarify 

the extent to which income sources for high earners differ from those of the 

rest of the population. In the years for which these data are readily available, 

wages provided about 80% of all income for nearly nine out of ten Utah 

taxpayers (Figure 9). In contrast, for high-income taxpayers the share of non-

wage earnings rose with income size, reaching 21% for taxpayers in the 

$250,000 - $1 million range, and 45% for those over $1 million.  
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Figure 8.  Even Utah's highest-earners depend mostly on 
local income  

Sources of income by AGI group, average 2007 to 2011 

Capital Gains Interest, Dividends, Retirement* Schedules C, E & F Wages 

* "Interest, Dividends, Retirement" includes Taxable IRA, Social Security, and Pension income. "Capital 
Gains" refers to Schedule D net taxable income. "Schedules C, E & F" include, respectively, sole 
proprietors; partnerships, royalties, rent, trust, and estate income; and Farm Income. These data are 
drawn from returns with Utah addresses, and are subject to other limitations, as listed in the source.  
For simplicity, the the income group "Under $1" and source "Other Income" are omitted. 
 
Source: Derived by Voices for Utah Children from Utah Statistics of Income, Utah State Tax 
Commission, various years. Accessed Aug. 20, 2013.   

 

87% of all Utah taxpayers  0.2% of Utah taxpayers 
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Schedules C, E, and F provided the largest share of non-wage income for the 

highest earners, while non-wage earnings for lower-income taxpayers were 

more likely to come from interest, dividends, and different types of retirement 

income. The number of partnerships in diverse fields, including medical care, 

law, accounting, engineering, real estate, and others, is likely to account for 

most Schedule E income, while sources like royalties, rents, trusts, and estates 

are less important. Although capital gains income is important for the highest 

earners, it is a distant third place for taxpayers with income between $250,000 

and $1 million. Only for the tiny fraction of earners with annual income over $1 

million dollars do capital gains begin to approach 35% of income. 

In a state as geographically large as Utah, most sole proprietorship and 

partnership income is likely to be tied to activities within the state. This helps 

explain why top earners may not be as mobile as other taxpayers. While they 

may depend less on wage income than other taxpayers, most of them likely do 

derive large shares of their income from frequent personal contact with 

business associates and clients. 

Understanding the importance of non-wage income for high earners helps 

explain another important characteristic: this income tends to vary widely from 

one year to the next. Indeed, earning more than $500,000 in a single year is an 

exception rather than the rule for the typical top earner in the Utah State Tax 

Commission data set (Figure 9). Among Utah’s 89,000 top earners between 

1994 and 2011, 43% surpassed this threshold only once during this study period; 

72% did so three or fewer times. At the other extreme, only 1% of the total 

surpassed $500,000 for 90% of the time, that is, 16 or more years.  
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As academic researchers have pointed out, this pattern suggests that for all but 

a tiny number of the very highest earners, a year in which income surpasses 

$500,000 is an exceptionally good year.10 It would make little business sense to 

leave the state in response to this exceptional, temporary situation. It follows, 

then, that nearly all top earners remain in the same state over time not because 

of income tax rates but because their network of business and personal contacts 

contributes to their chances of experiencing another exceptional year.  

 

Economic Cycles and Top Earners 
 

Academic and demographic research suggests that that individuals and families 

typically migrate toward the availability of employment, affordable housing, and 

other local amenities.11 In this sense, long-term trends in the U.S. worked in the 

direction of demographic and economic growth in Utah throughout the study 

period. Utah has experienced a long period of IN-migration (along with high 

rates of natural reproduction) as U.S. population shifts from the postwar 

industrial centers in the Northeast and Midwest, to the South and the Rocky 

Mountain states. 

Within this long-run pattern, IN-migration of overall taxpayers appears to be 

linked more closely to Utah’s business cycle than is migration of top earners 

(Figure 10). The high points for IN-migration rates in 1996 appear to correspond 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 

Figure 9. For most of Utah's top earners, $500,000 marks 
an especially good year 

Number of times a taxpayer's income surpassed $500,000 (adjusted 
for inflation), 1994 to 2011   

72% of all top earners 

Source: Derived by Voices for Utah Children from Utah State Tax Commission data, 2013. 

1% of all top 
earners 
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to the final years of the great nationwide expansion of the 1990s. Similarly, the 

nationwide credit and housing bubble, from roughly 2003 to 2006, coincides 

with the next period of strong overall IN-migration to Utah, while the effect was 

muted among Utah’s top earners. 

 

 

 

Still the relationship between economic cycles and overall IN-migration to Utah 

is neither simple nor direct. Certainly, there are lags between changes in the 

economy and the ability of many taxpayers to move from one state to another. 

Perhaps more important is the fact that Utah is a relatively small state with an 

economy that is increasingly integrated into the nation and the world. This 

makes Utah dependent on trends in the national economy on the one hand, and 

on relative prices for important sectors of the state’s economy, like natural 

resources, on the other.  

However, OUT-migration trends do not seem to correspond at all to Utah’s 

economic growth rates since the late 1990s (Figure 11). Some researchers have 

identified the resulting pattern—less overall interstate migration and more 

staying put—all across the United States, so broader trends may be at work in 

Utah as well.12 
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Figure 10. Overall IN-migration is loosely associated 
with Utah's economic growth rate;  

top earners' is not 
Migration rates include two years +/- each date 

Overall IN Top Earner IN Utah GDP growth 

Source: Derived by Voices for Utah Children with Utah State Tax Commission data, 2013, and Bureau of 
Economic Analysis, GDP by state. Accessed July 8, 2013. 
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More to the point, most personal income tax returns are linked to families, 

whether or not they also include business income. Non-economic concerns 

matter at least as much as to them as factors like the availability of employment 

and relative housing costs.13 A substantial literature on migration has concluded 

as much. Indeed, most studies that purport to find otherwise are flawed in key 

methodological respects.  

In reality, each taxpayer builds networks of associates in his or her field, and this 

network helps determine prospects for employment and business deals.14 At the 

same time, however, spouses and children form relationships and attachments, 

so the nominal “taxpayer” must take into account location preferences of other 

family members as well. This means that decisions to relocate across state lines, 

especially in geographically large states like Utah and the rest of the West, are 

complex and constantly subject to re-evaluation. Within this decision 

framework, relative personal income tax rates are only one small element. 
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Figure 11. OUT-migration is not clearly related to Utah's 
economic growth rate 

Migration rates include two years +/- each date 
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Source: Derived by Voices for Utah Children with Utah State Tax Commission data, 2013, and Bureau of 
Economic Analysis, GDP by state. Accessed July 8, 2013. 
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Given the relative immobility of most taxpayers, the fact that Utah did manage 

to “home-grow” a substantial number of top earners during the study period is 

notable (Figure 12). These taxpayers, who did not claim any non-Utah income 

during the study period, accounted for 89% of the top-earner category. Unlike 

migration, the sharp growth in their number from 1996 to 2009 appears closely 

related to Utah’s broader economic fortunes. 

 

  

 

This makes intuitive sense, since exceptionally high earnings would be more 

likely during boom periods of the business cycle, when demand for all types of 

goods and services is higher. In contrast, if the size of the population of top 

earners—“home grown” as well as IN-migrants—were determined mostly by 
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Figure 12. Number of top earners associated with 
economic growth rates, not migration 

Migration rates includes two years +/- each date 

Net number of Top Earner IN-migrants 

Total number of Top Earners 

Utah GDP (millions) 

Source: Derived by Voices for Utah Children from Utah State Tax Commission Data, 2013. Utah GDP 
derived from Bureau of Economic Analysis, GDP by State, chained 2005 dollars (not available for 
1996). 
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state income tax rates, the pattern during these years would look very different. 

The number of home-grown top-earning Utahns did fall slightly in 2000 and 

2001, as well as in 2007 and 2008, but this is more likely linked to recessions, 

rather than any state tax policy changes. In any event, variations in the absolute 

number of home-grown top earners dwarfed changes in the quantity of IN-

migration by top earners to the point of irrelevance. 

As unsatisfactory as these findings may be to state policymakers, they also 

suggest a broader lesson. Since Utah is a small state whose economy is 

increasingly intertwined with national and international economies, policy 

measures designed to expand the ranks of Utah’s high-income population 

through changes in the tax code remain unlikely to succeed. External economic 

factors are likely to continue to swamp any effects of changes in state tax policy. 

Lawmakers’ attentions would focus more profitably on encouraging overall 

state economic productivity, including improvements in public education. 

 

Conclusion 
 

Contrary to the assertions of proponents of Utah’s single-rate tax system, the 

income tax return data reviewed in this paper clearly show that the tax cuts of 

2006 to 2008 failed to induce relocation of high earners from other states, at 

least in the short run. In fact, Utah’s population of high earners has grown since 

1996 not because of migration into the state, but through the tendency of 

home-grown high-income taxpayers to stay put.  

The importance of local networks and clients for high earners who are sole 

proprietors or part of business partnerships helps explain why this is the case. 

So does the fact that most of these taxpayers only occasionally enjoy highly-

profitable years. In contrast, income tax rate changes ultimately affect only a 

few percentage points of annual taxpayer income, so marginal differences 

across state lines are much less important. It is true that a very small number of 

especially high earners may choose to migrate to Wyoming or Nevada to avoid 

state income tax entirely, particularly when they expect a very profitable year. 

Nevertheless, for the vast majority of high-income taxpayers, interstate moves 

simply to minimize income tax payments simply do not make economic sense.  

This study does not show whether high-earning Utahns would leave the state if 

higher-rate brackets were reintroduced for top incomes as a way to generate 

revenue for public education. However, the information brought to light in this 
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study regarding the sources and frequency of high incomes, combined with their 

increasing tendency to stay put, suggests that a moderate increase would be 

unlikely to motivate flight from the state. It should be noted, too, that raising 

top income tax rates in other states did not result in a loss of revenue or 

substantial OUT-migration. On the contrary, when New Jersey raised its income 

tax rate, the state gained far more revenue than it lost through the departure of 

a few dozen people.15 Similarly, research from California found that changes in 

top rates had little impact on the location of high earners.16  

In fact, a moderate increase in personal income tax rates paid by Utah’s top 

earners could result in substantial new revenue over time. To the extent that 

this contributes to improvements in Utah’s public education, it ultimately would 

contribute to the state’s overall economic productivity. A small sacrifice by the 

highest earners could make the whole state more prosperous over the longer 

run. This would serve the interests of all Utahns—including the highest earners. 
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Notes 
 

1
 For a comprehensive review of the literature regarding the potential of small 

businesses to actually create substantial numbers of jobs, as well as the irrelevance of 
state income tax rates to these businesses, see Center on Budget and Policy Priorities. 
2013. Cutting state personal income taxes won’t help small businesses create jobs and 
may harm state economies. Regarding broader claims on the relationship between state 
personal income tax cuts and economic performance, see Center on Budget and Policy 
Priorities. 2013. State personal income tax cuts: A poor strategy for economic growth. 
The authors find that in “a multiplicity of empirical academic studies conducted by 
economists over the last 40 years… interstate differences in tax levels, including 
differences in personal income taxes, have little if any effect on relative rates of state 
economic growth.” See also Center on Budget and Policy Priorities. 2013. Academic 
research lacks consensus on the impact of state tax cuts on economic growth: A reply to 
the Tax Foundation. 

2
 For a review of the literature regarding interstate migration, see Center on Budget and 

Policy Priorities. 2011. Tax Flight Is a Myth: Higher State Taxes Bring More Revenue, Not 
More Migration. See also Charles Varner and Cristobal Young. 2012. Millionaire 
Migration in California: The Impact of Top Tax Rates. Working Paper. 
 

3
 Utah State Tax Commission. 2011. History of the Utah tax structure. Economics & 

Statistical Unit. 

4
 While early proposals called for a “flat tax,” technically, Utah’s income tax system is 

better described as a “single-rate” system.  
 
5
 See, for example, “Huntsman’s tax benefits the poorest and richest,” Salt Lake Tribune, 

October 16, 2005; “Huntsman tax reform proposal gains foes,” Salt Lake Tribune, 
September 1, 2006; “Simple reform: Flat income tax rate likely would favor the 
wealthy,” Editorial. Salt Lake Tribune, February 26, 2007. 

6
 For a concise summary of these changes, as well as estimates of their effects on future 

state revenue, see Doug Macdonald. 2010. School funding and tax policy series—Report 
IV, Income tax breaks to the wealthy, Utahns for Public Schools. 

7
 Office of Legislative Research and General Counsel. 2010. What Happened to 

Taxpayers under Utah’s New Individual Income Tax? Briefing Paper. 
 
8
 Doug Macdonald. 2010. School funding and tax policy series—Report IV, Income tax 

breaks to the wealthy, Utahns for Public Schools. 

9
 One highly-regarded study used data on top earners who divorced during the study 

period to verify that some factor can be detected in this data set that does correlate 
closely with interstate migration. As it turns out, Utah’s group of top earners is too 
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small, and their divorce rate too low, to allow for a similar analysis here. See Charles 
Varner and Cristobal Young. 2012. Millionaire Migration in California: The Impact of Top 
Tax Rates. Working Paper. 

10
 Charles Varner and Cristobal Young. 2012. Millionaire Migration in California: The 

Impact of Top Tax Rates. Working Paper. 

11
 For a review of the literature regarding interstate migration, see Center on Budget 

and Policy Priorities. 2011. Tax Flight Is a Myth: Higher State Taxes Bring More Revenue, 
Not More Migration. 
 
12

 Raven Molloy, Christopher L. Smith, and Abigail Wozniak. 2011. "Internal Migration in 
the United States." Journal of Economic Perspectives, 25(3). 

13
 From the point of view of economics, the special theological status of Utah for 

members of the Mormon faith can be considered a local amenity, like affordable 
housing prices or proximity to outdoor recreation. 
 
14

 Entrepreneurs are the subject of several studies which find that familiarity with local 
market conditions, and ties to local sources of finance and key employees, are 
important elements of their success. See Claudio Michelacci and Olmo Silva. 2007. “Why 
so many local entrepreneurs?” Review of Economics and Statistics. Also, Michael S. Dahl 
and Olav Sorenson. 2012. “Home sweet home: Entrepreneurs’ location choices and the 
performance of their venture,” Management Science. 

15
 Cristobal Young and Charles Varner.  2011. “Millionaire Migration and State Taxation 

of Top Incomes: Evidence from a Natural Experiment,” National Tax Journal. 

16
 See Charles Varner and Cristobal Young. 2012. Millionaire Migration in California: The 

Impact of Top Tax Rates. Working Paper. 


