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Key Points

Bottom-ine Policy Implication Devoting limited resources to
recruiting establishments to Wisconsin may be an inefficient use ¢
those resources.

The number of establishments that move or relocate in
Wisconsin is quite small. Over thgeriod 2000 to 2011 only
about one percent of establishments moved in any given
year. An even smaller share (0.4%) either moved in or out 0
Wisconsin.

Most establishments that do relocate move only a short
distance: 10 miles or less.

The typical estabBhment that moves is a serviceelated firm
with four or fewer employees and under $250,000 in annual
sales.

The net change in statéevel employment from
establishment relocation is less than 0.05% of total state
employment.

Migration of establishmentsinto and out of Wisconsin track
very closely resulting in small net changes in the number of
establishments from relocation each year.

The limited number of establishments that move to or from
Wisconsin tend to be linked to Illinois and/or Minnesota.
Florida may be the one exception and that movement is like
tied to retirement migration.




Introduction

For state and lgal organizations that
incorporate business recruitment and
retention into their eéonomic development
strategies understanding businessigration
Is important Regions often compete to have
businesses relocate in thesommunity with
the goal to increaseop and income growth.
Economicdevelopment resources are
devoted to incentive packages that can
include tax abatement, subsidies, public
services, or land development. Under some
circumstances, the incentive packages can
effectively reduce costs, increageofitability,
and ultimately sway the location decision of
business. Hence, understanding the trends
and patterns of business migration is critical
for choosing effective development
strategies

Spending on incentive packagesggests

that businesgecruitmentis perceived as a
particularly effective economic development
strategy. Nationally, spending on economic
incentives by state and local entities is
estimated at roughly $50illion annually
(Peters and Fisher, 2004). As an example ¢
state-leve spending, Michigan spent $530
million, three-quarters of its annual economic
development resources, on location subsidie
and another $50 million on business retentic
and recruitmentin 2003(Bartik, 2003).
Anecdotally too, the statdevel competition
for new business is eviderfformerGovernor
Schwarzenegger encouraged businesses to
relocate to California with billboards placed i
major cities such as Chicago, Las Vegas, ar
"1 00T 1T OAAAET Ch O#AI
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Massachusetts responded with billboard
campaignsof their own throughout major
California cities, with messages such as

O3 1 Arhusches) but lower taxes!

Massachusetts means busings® A1 A
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More recently Nevada provided $1.25 billior
in tax incentives to attract a battery
manufacturing facility for the maker of Tesle
automobiles.

Theresources devoted to business relocatic
warrant a better uderstandng of
establishment migration. Certainly, future
business recruitment and retention efforts
can benefit from insights into establishment
relocation patterns.The following analysis
detailsthe annual relocation o#Visconsin
businesses thamovedbetween 2000 and
2011. Relocations can be one of three type
(1) anintrastaterelocation from one place
within Wisconsin to another place within the
state, or (2) annterstaterelocation from
Wisconsin to aifferent state, or (3) an
interstate relocdion from elsewhere to
Wisconsin.The first section of this study
describes the establishments that moved by
relocation type. For each type of relocation
the establishments are characterized based
on the distance moved, as well as their
employment, sals, and sector. Then for
each sectoythe analysis shows the annual
establishment migration, the destination of
establishments relocating outside of
Wisconsin, as wetlsthe origin of businesses
coming from outside the state.

The sectors analyzed are b on twodigit
North American Industry Classification
System (NAICS) codes. Unclassified
establishments were excluded, as were
certain industries with little migration
activity such as Utilities and Public
Administration. For ease, th&6sectors
includedin theanalyss are organized
alphabetically. We use establishments,
businesses operating from a single physical
location, as the unit of analysis. An
establishment may be owned by a firm or
operate as a single independent business.



Establishment Migration: Wisconsi

Quantity: How many
establishmentsnove?

Veryfew establishmentsn Wisconsin move
each year Shown inFigure 1 the share of
establishments that move fluctuates aroun:
1% annually. Relocation slowed in the yeal
just before the recession, but has generally
trended upward since 2008Vost
businesses that move stay within Wisconsi
and they drive the trends observed for all
movers, as we see in the top two lines of
Figure 1. Both imigration to and out
migration from Wisconsin have been
remarkably stable, hovering between 0.1%
and 0.2% Each year, imand outmigration
are nearly equal, showing that the margin ¢
net gained or lost establishments is typicall
very small.

In Figure 2 we show the share of
establishments that moved in 2011
Wisconsin was home 21,000
establishments ad just 12% relocated in
2011. Of the share that moved, equal to
5200 establishments, approximately 4000
stayed within the state and less than 1200
establishments moved between states-In
migration from other states represented

Figure 2: The Composition of Migation
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represented 11.b%o, resuiung in a net 10ss 1
2011 of 29 establishments.

In Figure 3, we show the composition of
relocations by the type of move. Migration
between states, shown by the red and gray
portions combined, increased fro just over
10% of all relocations in 2000 to just over
20% in 2011. In 2008 at the beginning of tl
recession, interstate relocations were
noticeably higher but reverted to the
general trend in the following years.

Figure 3: Composition of Movers
in Wisconsin
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Employment:How many
workers do migratg
establishments employ?

When establishments move they take jobs
with them. Looking only at the number of
establishments can be misleading for
drawing conclusions about employment
because establishments vary so dramatica
in size. It could be that hemployment
gained from one large business is equivale
to the employment gained from many smal
firms. The following figures show thpb

gain from establishments moving to
Wisconsin and thgb loss from
establishments moving out of Wisconsin in
levels(Figure 4) and as a share of total
employment (Figure 5).

In Figure 4, we show that jobs lost to
establishments moving out of Wisconsin
generally exceeded jobs gained from
establishments moving in during the period
from 200062011. The jobs lost in 200&re
especially high and jobs gained were low,
resulting in an unusually high net loss in th
first year of the recession. Only in 2007 an
2010 were the jobs gained from

Figure 4: Job Loss/Gain From
Migration
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establishments moving to Wisconsin greate
than those lost to other states.

Jobs associated with migration represent
less than 0.25% (Figure 5) of total
employment. The net gain/loss from
migration is negligible, well below 0.1% in
anygiven year. In 2008, the net job loss
from establishment migration reached its
lowest point, but was still just 0.13% of tota
employment. At the highest, in 2007, net
jobs gained from migration was just 0.05%.

Figure 5: Job/Loss Gain from Migration
As a Share of Total Employment
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Distance:How far do
establishments move?

4% 3%

The maority of establishmentghat move
do not move very far.Many establishments
choose new locations in the same city,
county, or region in WisconsirOf over
4,000 relocations within the state, 2,400
establishments movedess than 10 miles
from their original locatior(Figure6). These
establishments ardikely staying within their
city but have outgrown their facilities or
prefer a different property.Of that small
share of establishments that move 36%

Figure 6: Establishments Moving
Within WI, 2011
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In Figure 7, we show how far establishmen
traveled to relocatdo WisconsinClose to
600 establishments moved in from other
states in 2011Given that these are
interstate moves, iis still true that most
establishments that moved to Wconsin go
a relatively short distancand stay within
the same region of the countryNearly half
of all establishmentamoved 250 miles or
less and of thos8%movedlessthan 10
miles.Just over onehird of establishments
moved between 250 and 1000 esl and

B Less than or equal to 10
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nearly 20% moved a very long distance of ~ Figure 8: Establishments Moving out of
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Compared to establishments moving to
Wisconsin, establishments moving out of
Wisconsin moved a further distan¢Eigure
8). Twarthirds of establishments leaving the
state moved more tha 250 milesJust 30%
moved between 10 and 250 miles. The
share of establishments moving 10 miles o
less from their original location is just 3% o
total out-migration.

40%

Wi, 2011
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Profile: Establishments Moving to Wisconsin

Figure 9: Establishments Moving to WI
by Employment Size Class, 2011
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Figure 10: Establishments Moving to WI
by Sales, 2011
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The employment, sales, and sector of
establishments that moved to Wisconsim 2011
are documented in Figures-®1 Most
establishments that chose Wisconsin for their ne
location are small businesses in a servielated
industry. The majority of them had fewer than
four employees and less than $250,000 in sales.
The largest emblishments with 500 or more
employees or more than $1 million in sales move
to Wisconsin only rarely.

The large majority of establishments (475 firms)
that moved to Wisconsin in 2011 were in the
smallest employment category (Figure 9). Less
than 110 establishments fall into the remaining
combined categories. Just fewer than ten
establishments had more thab00 employees.

As a second measures of size, the sales revenue
incoming establishments indicates that close to
40% earned $100,000 or less in sales in 2011
(Figure 10). Slightly fewer earned between
$100,000 and $250,000. Taken together
establishmers earning less than $250,000 in sale
make up more than threguarters of all business
than moved into Wisconsin. Just 74 businesses
sales between $250,000 and $1 million and less
than 60 had sales over $ 1 million.

Administrative, Support, and WastManagement
was the most common sector for businesses
moving into Wisconsin followed by Professional,
Scientific and Technical Services. Between 30 a
45 establishments in Manufacturing, Constructior
and Retail Trade moved to Wisconsin in 2011.

Figure 11: Establishments Moving to WI by Industry, 2011
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Profile: Establishments Moving Out of

Wisconsin

The establishments that leave Wisconsin are in

many similarways to the establishments moving i
They are mostly small businesses, as measured
employment (Figure 12) and sales (Figure 13), ai

concentrated in a few sectors (Figure 14).

In 2011588 (96%establishments that left the stat
had fewer than 20 employees (Figure 12). Most
OET OA AOOAAI EOEI AT OO «x
employ less than five people. Just one employer

with more than 500 ermloyees relocated to a new
state.

The typical business that leaves is relatively sn
in terms of sales revenue (Figure 13). Most
businesses earn less than $100,000 in sales, a
combined with businesses earning less than
$250,000, represennost (80%)establishments
leaving the state. Just over 100 businesses fel
into the three largest sales categories and only
four had sales of greater than $100 million in 2!

Similar to the sector concentration of
establishments moving into Wisconsin, the
majority of establishments moving out were in
the Administrative, Support, and Waste
Management sector. In fact, the top five
industries of establishments moving out of the
state exactly parallel the top five industries
moving into the state. In total, inandout-
migration flows are roughly equal, and even

Figure 12: Establishments Moving Out
of WI by Employment Size Class, 2011
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Figure 13: Establishments Moving Out
of WI
By Sales, 2011
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Figure 14: Establishments Moving Out of WI
by Industry, 2011
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Figure 15: Establishments Moving In
and Out of WI
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Figure 16: Origin of Establishments
Moving To WI
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Theflow of establishments in the
Accommodation and Food Services
sector moving into Wisconsin and their
state of origin,as well as those moving
out of the state and their destinations
aredocumented in Figures 157.0ut-
migration of establishments exceeded
in-migration in every year from 2000 to
2011. The number leaving Wisconsin
stayed above 10 establishments every
year, peaking at 44 in 2004. -1In
migration was consistently below 10
establishments per year. As a result of
net migréion, Wisconsin lost over7D
establishments between 2000 and 2011

Over 75 establishments in the
Accommodation and Foode3vices
sector moved to Wisconsin between
2000 and 2011. Mosistablishments
arrived from neighboring states, as we
show in Figure 18More than 20
establishments came from Minnesota,
16 from lllinois, just over 10 from
Michigan, and 5 from lowa.

In Figure 17, we show the destination o
establishments in the Accommodation
and Food Services sector that left
Wisconsin between 2000 and 20. 70
establishments left for lllinois and nearl
40 for Minnesota. Florida was also a
common destination at close to 30
establishments arriving there from
Wisconsin.



Administrative,

In Figure 18, we show the annual numbe
of establishments in the Administrative,
Support, and Waste Management sectot
moving in and moving out of Wisconsin.
Establishments in this sector generally
perform routine services essential for the
operations of other businesses such as
office administration, maintenance,
security, and human mource activities.
For this sector, both inand outmigration
increased dramatically following the
beginning of the recession, reaching thei
height in 2010. Since 2008 the number ¢
establishments moving out has
consistently been higher than the numbe
moving in. The net decrease resulting
from migration for the whole period was
roughly 180 establishments. Further
analysis would be required to better
understand the reasons for the jump in
movement post 2008.

Most establishments that came to
Wisconsineéft either lllinois or Minnesota,
with close to 180 establishments coming
from each (Figure 19). At 75
establishments, Florida was the next
most common state of origin. In addition
just over 40 establishments arrived from
each of Michigan and lowa.

Minnesota was the most common
destination for establishments that left
Wisconsin, with more than 200
businesses arriving there between 2000
and 201XFigure 20). lllinois and Florida
were the next most common destination:
with more than 110 establishments
moving to each.

Support, and Waste

Figure 18: Establishments Moving In
and Moving Out of WI
2000-2011
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Figure 21: Establishments Moving In
and Out of Wisconsin
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Figure 22: Origin of Establishments
Moving to WI
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Figure 23: Destination of
Establishments Moving Out of WI
Total 2000-2011

In Figures 223, we document the
migration pattern of establishments in
the Agriculture, Forestry, Fishing, and
Hunting sector from 2000 to 201Both
in-migration and outmigration peaked
during the recession yeaffigure 21)
More than 35 establishments left the
state in 2008 and just 25 moved in durin
the same year. In 2009, more than twice
as many establishments moved to a new
state than moved ito Wisconsin

From 20062011, oughly 130
establishmens in the Agriculture,
Forestry, Fishing, and uhting sector
relocated to WisconsinThe majority of
establishments that relocated to
Wisconsin came from regional neighbors
Minnesota, lllinois, and lowa, as we sho\
in Figure 22. Colvined together more
than 70 establishments arrived from
these three states.

Overl60establishmentamoved out of
the state during the same period for a ne
lossof 33 establishmentdMost
establishments that left went to near
neighbors, lllinois, lowa,ral Michigan, or
to sunbelt destinations, Florida, Arizona,
and Texas.



