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‘I FREQUENTLY HEAR 

ABOUT INVESTORS AND 

ENTREPRENEURS WHO 

ARE LEAVING CALIFORNIA 

FOR STATES THAT HAVE 

FRIENDLIER TAX POLICIES. 

WHO CAN BLAME THEM?’
▲ RYAN GILBERT, General partner,
Propel Venture Partners

AMID AN EXODUS,
THE BAY AREA 
LOSES ITS LUSTER
Businesses are moving out in rising numbers, complaining 
about high taxes, urban ills — and that no one seems to care

In the fall of 2016, a top San Francisco economic development executive took 

a walk down Market Street to pay a courtesy call on McKesson Corp. Th e 

longtime San Francisco corporate giant had recently announced plans to sell 

and lease back its headquarters, and Dennis Conaghan wondered what it meant 

for its future in the city. Inside, his worst fears were quickly realized: Th e company 

had one foot out the door.

BY MARK CALVEY | mcalvey@bizjournals.com

PHOTOS BY TODD JOHNSON | tjohnson@bizjournals.com

“Th ey said, ‘We don’t need to be here,’” 
Conaghan said, recalling a lengthy list of com-
plaints that ranged from the high cost of doing 
business in California to homeless people on 
their doorstep to neglect from city offi  cials. 
“Th ey were already moving people to Texas.” 

Last year the rest of the company joined 
them, with San Francisco’s largest Fortune 500 
company relocating its corporate headquarters 
to suburban Dallas. Th e 80,000-person com-
pany, which moved to San Francisco in 1970, 
had more than 1,300 employees here when it 
announced its departure.

McKesson is the largest Bay Area company 
recently to move its headquarters out of the 
state, but it’s certainly got lots of company, 
from fellow Fortune 500 companies Charles 
Schwab Corp. and Core-Mark Holding Co. to 
privately held engineering giant Bechtel Corp. 
to hundreds of smaller companies and startups 
whose departures have largely fl own far under 
the radar. It is an exodus that shows every sign 
of accelerating. 

More than civic pride and bragging rights 
are at stake for California and the Bay Area. 
Not only do such departures erode the region’s 
jobs base, they threaten large swaths of revenue 
from state taxes on high executive salaries and 
large capital gains windfalls. 

California is extraordinarily dependent on 
taxes paid by its wealthiest residents. In 2016, 
state fi gures show, the top 1% of taxpayers gen-

erated nearly 46% of the state’s tax revenue on 
personal incomes, including from capital gains.

Many factors cited by companies and exec-
utives looking to leave the state are familiar: As 
well as the nation’s highest state income tax-
es, California has plentiful business regulations 
and aggressive bureaucracies at both state and 
local levels. Th e cost of living has skyrocketed, 
particularly for housing. Social ills like traffi  c 
and homelessness are intensifying. 

California raised state taxes on high incomes 
from 10.3% to as much as 13.3% in 2012, a move 
many advisers say piqued clients’ interest in 
leaving. Federal tax law passed in 2017 hits 
high-earning California executives and entre-
preneurs with almost surgical precision. San 
Francisco voters in 2018 approved two new 
taxes targeted at larger businesses. At both the 
state and city level, other proposed tax increas-
es are being aimed at future ballots.

Eff orts were underway to qualify a measure 
for the November 2020  state ballot that would 
have asked voters to raise California’s top rate 
to 16.3%. Supporters are now expected to wait 
until 2022 to pursue the initiative.

Newly elected San Francisco Supervisor 
Dean Preston said that he’d like to put a new 
business tax on the city ballot in 2020 to put the 
city on the road to free public transit. It would 
be modeled on Prop. C, a November 2018 city 
tax on business revenue above $50 million to 
fund anti-homelessness eff orts.

CALIFORNIA EXIT
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“Everyone said it was impossible with 
Prop. C, that you can’t tax these big compa-
nies. They’re all going to go out of business,” 
Preston told voters ahead of the November 2019 
election. “None of them are going out of busi-
ness. They’re paying their tax. None of them 
are leaving.”

Companies and their advisers, however, 
say many are now reaching the tipping point, 
helped along by the lavish incentive packag-
es dangled by economic development officials 
from Texas, Arizona, Tennessee and elsewhere.  

“There’s more momentum right now in 
terms of people looking at leaving California,” 
said Jeff Pera, managing partner of Northern 
California at accounting firm Marcum in San 
Francisco, whose client base is mainly mid-
sized businesses and their owners. “They nev-
er thought of Texas or Nevada, but when they 
put pencil to paper ... it’s like, ‘Whoa, where’s 

the downside here?’” 
But on a more basic level, the exodus is 

also being fueled by a widely held perception 
among California businesses that their inter-
ests are rarely considered or listened to by state 
and local officials. A frequent refrain is that 
nobody cares whether they stay or go. And to 
be sure, the California and Bay Area economies 
remain the envy of the world.

“We have conveyed to people that we don’t 
care, and I think that is a very dangerous con-
veyance. I’ve heard that myself all throughout 
the state,” Barry Broome, president and CEO 
of the Greater Sacramento Economic Council, 
told a conference of real estate professionals in 
March. 

“I’ve had companies say, ‘Why do you care if 
we leave, because nobody else cares?’ I’ve heard 
that a lot,” Broome said. 

Bay Area business leaders are bracing for fur-

ther departures. 
“We’ve seen a couple, and we’ll probably see 

a few more over time,” said Jim Wunderman, 
CEO of the Bay Area Council, a business advo-
cacy group. “You would expect that, because 
there’s just tremendous pressure.” 

Outward bound 
Site selection consultant Joseph Vranich has 
spent the past 12 years helping companies relo-
cate, often recommending they leave Califor-
nia. In 2018, he took his own advice: He moved 
his company, Spectrum Location Solutions, to 
Pennsylvania. 

In a November 2019 report, Vranich said 
about 660 California companies had moved 
765 facilities out of state since the start of 2018, 
and the Bay Area was among the biggest los-

CONTINUED ON PAGE 18
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ers. Th at report followed an earlier one 
that showed California had 1,800 relo-
cations out of state, or so-called “dis-
investment events,” in 2016 alone and 
13,000 from 2008 to 2016. Th at number 
includes headquarters relocations and 
decisions to open operations elsewhere 
rather than expand in California. 

In the latest report, covering 2018 
and 2019 until November, Spectrum 
found that three Bay Area counties hit 
the top fi ve for disinvestment events: 
San Francisco came in second place, 
with 35; Santa Clara was third, with 
24; and San Mateo was fi fth, with 15.

Other major companies may be 
keeping their headquarters in the Bay 
Area but are gradually shifting their 
employment base elsewhere.

Before announcing Nov. 25 it would 
move its headquarters to the Dal-
las area, Charles Schwab had created 
thousands of jobs in Colorado and Tex-
as, while moving hundreds of back-of-
fi ce jobs out of San Francisco. 

Founder Chuck Schwab has said 
“the costs of doing business here are so 
much higher than some other place.”

Transferring employees out of the 
Bay Area is seen as a way to hold on 
to those workers. “When we looked 
at our business for the next couple of 
years, we knew our employees want to 
be able to start families and buy homes 
without commuting for hours,” said 
Kyle Hency, the co-founder of Chubbies 
Shorts Co., who announced in Septem-
ber that his San Francisco company 
would move most of its 65 employees 
and headquarters to Austin, Texas. 

Th e email to Chubbies’ customers 
sharing the news carried the subject 
line: “Th e sun is setting on SF.”

Oracle Corp., the Redwood Shores 
software giant that hosted its Open-
World convention in San Francisco for 
20 years, announced in December that 
it is moving the event to Las Vegas. Tour-
ism offi  cials said the company cited the 
city’s lack of low-cost hotel rooms and 
“poor street conditions,” believed to be 
a reference to increased homelessness 
and public hygiene issues.

It’s not just businesses heading for 
the exit. State and federal statistics are 
starting to refl ect an exodus of resi-
dents from California and the Bay Area.

According to figures released in 

December by the California Depart-
ment of Finance, the state’s popula-
tion increased just 0.35% in the year 
ending July 1, 2019, its slowest annu-
al growth rate since 1900. San Francis-
co’s growth was 0.31% and Santa Clara 
County’s 0.26%. Overall, six of the Bay 
Area’s nine counties grew slower than 
the state, with three showing a popu-
lation decrease during the year.

Meanwhile, national and state popu-
lation estimates released last month  by 
the U.S. Census Bureau said California 
lost a net 129,386 residents in the year 
ending July 1. While the state has been 
shedding residents for the last decade, 
in-migration from foreign countries 
had more than made up for departures.

It no longer does. Last year’s net loss 
was the second in a row, and a sharp 
increase from the net 38,271 residents 
lost in the year ending July 1, 2018. 

Diff erent census data shows that 
Texas was the most popular destina-
tion, with 86,200 Californians moving 
there in 2018.

Nearly half of the respondents to a 
Bay Area Council survey in 2019 said 
they were considering leaving the Bay 
Area within the next three years. 

‘THERE’S 

MORE 

MOMENTUM 

RIGHT NOW 

IN TERMS 

OF PEOPLE 

LOOKING 

AT LEAVING 

CALIFORNIA.’
▲ JEFF PERA,
Managing partner 
of Northern 
California,
Marcum

CONTINUED FROM PAGE 17
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The eyes of Texas are upon you 
Texas offi  cials were able to celebrate 
one of their biggest recent victories 
in August, when San Francisco-based 
Uber chose downtown Dallas for a 
major hub that will eventually employ 
3,000 people and have a $400 million 
annual payroll.  

Uber received $36 million in state 
government incentives for what is billed 
as a “new U.S. general and administra-
tive hub.” 

Uber denied speculation that its 
headquarters is heading to Dallas.

“We are expanding our presence in 
Dallas … but we are not moving our 
corporate headquarters there, and we 
don’t have plans to,” an Uber spokes-
man said.

Fueling the speculation is the fact 
that the state of Texas is providing Uber 
with one of its largest awards in the past 
decade. Part of the Texas playbook is to 
off er big incentives for a regional offi  ce 
that eventually becomes the corporate 
headquarters. Th at was the story with 
McKesson.

Texas has set its sights beyond just 
Uber, Schwab and McKesson. 

“What we think we provide is a val-
ue proposition — when you’re ready to 
scale, when you need space fast and 
when you need talent fast, when you’re 
making sure your revenue is tripling or 
quadrupling as your investors expect 
you to do, Texas is a good place for you 
to do that,” said Robert Allen, president 
and CEO of the Texas Economic Devel-
opment Corp., while on a recruiting 
trip to the Bay Area. 

In Texas, Allen and his team work 
with economic development offi  cials at 
the local level in crafting incentives to 
lure companies to move or expand in 
the Lone Star State. 

Such eff orts make even some of the 
Bay Area’s smaller high-growth com-
panies targets for economic recruiters. 

“Texas is defi nitely the most aggres-
sive,” said Th omas Sponholtz, CEO of 
San Francisco-based Unison, a compa-
ny that buys stakes in Americans’ home 
equity. Th e company grew 300 percent 
in 2018.

With just 200 employees, Unison 
might not seem an economic devel-
opment prize, and Sponholtz said he 
has no plans to move the 16-year-old 
company yet. Still, he rattles off  a list 
of states that have visited him, hoping 
to change his mind: Idaho, Utah, Colo-
rado and Arizona, in addition to Texas.  

“Th ey want to bring innovation. It is 
not just jobs. Everybody is jealous, glob-
ally, about the innovation in San Fran-
cisco and the Bay Area.”  

The �ight for talent 
Recruiters pitching California compa-
nies have also upped their game, tout-
ing their communities’ hip neighbor-
hoods, pro sports teams and cultural 
amenities to lure the talent companies 
require before moving to a new city. 

“If a company is going to make the 
long-term decision to move from Cal-

ifornia or New York or wherever to 
Plano, they don’t want to lose their 
people,” said Plano Mayor Harry LaRo-
siliere, who counts Toyota’s 2014 North 
American headquarters move from 
California as one of his city’s biggest 
wins. “It used to be the fi rst conversa-
tion was with a CEO, CFO and a real 
estate person. Now it’s the chief human 
resources offi  cer and their team along 
with the fi nancial people, because the 
human capital is way more costly than 
the real estate.” 

Th e availability of tech talent is also 
a high priority for Nashville as it courts 
Redwood Shores-based tech giant Ora-
cle for a tech hub that would create 
1,000 jobs. 

“Workforce development is critical,” 
Tennessee Gov. Bill Lee told the San 
Francisco Business Times, while on a 
recruiting trip to the Bay Area. “We are 
beginning to attract technology-relat-
ed companies fairly consistently to our 
region, which means we have to be cre-
ating technologically skilled workers. 
We are focusing on that in our educa-
tion system. 

“It’s a big issue. It’s something we 
talk about every day: Our commitment 
to these companies to provide them the 
workers they need to fi ll the jobs they’ll 
be creating in the future,” Lee said. 

Nobody cares 
Advisers to California business owners 
and executives say such accommoda-
tion stands in sharp contrast to what 
they hear closer to home. 

“If you heard some of the words I’ve 
heard them say about California, they 
are mad. Th ey feel they have no voice in 
the state,” Marcum’s Pera said. 

Th at can make companies receptive 
when the recruiters from elsewhere 
come calling. 

“With the companies that we’ve 
spoken with, they say things like, ‘We 
tried to call our state rep and they’re 
not calling us back.’ Th ere is an appetite 
to leave because of the lack of response 
they’re getting at the state level,” said 
Jessica Heer, senior vice president of 
talent attraction and leadership for the 
Dallas Regional Chamber. 

“Meanwhile, we’re knocking on the 
door saying, ‘Hey, we’ve got this lower 
cost. Your talent can live in the bigger 
house. Th e American Dream can hap-
pen in the  Dallas-Fort Worth region.”  

Jim DeMartini, a third-generation 
Californian farmer, business owner 
and Stanislaus County supervisor, is 
among the disgruntled who has voiced 
his concerns about the burdens Califor-
nia places on businesses to his repre-
sentatives in Sacramento.

“There’s not much they can do. 
We’re a one-party state,” said DeMar-
tini, a Republican.

After acquiring commercial proper-
ties in fi ve Nevada cities, DeMartini said 
he is leaving the state in 2020 as soon as 
his term expires.

Robert Allen, CEO, 
Texas Economic 
Development Corp.:
“What we think we 
provide is a value 
proposition — when 
you’re ready to scale, 
when you need space 
fast and when you need 
talent fast.”

Bill Lee, Tennessee 
governor: “We are 
beginning to attract 
technology-related 
companies fairly 
consistently to our 
region.”

Gavin Newsom, 
California governor:
“For all the bitching and 
complaining, I think 
businesses (in California)
are doing pretty damn 
well.”

Harry LaRosiliere, 
Plano, Texas mayor:
“It used to be the first 
conversation was with 
a CEO, CFO and a real 
estate person. Now 
it’s the chief human 
resources off icer. The 
human capital is way 
more costly than the real 
estate.”

OFFENSE 
V. DEFENSE: 
BATTLING FOR 
CALIFORNIA 
COMPANIES

NEW U.S. TAX RULES 
HIT CALIFORNIA’S 
HIGH EARNERS HARD
Federal tax changes severely limiting 
the deduction for state and local taxes 
paid are providing a growing impetus 
for a� luent residents to consider 
moving out of state.

“It’s almost malpractice not to talk 
to clients about leaving California,” 
said Ed Hanley, a principal with San 
Francisco accounting �irm Shea 
Labagh Dobberstein.

Payments of state and local taxes 
used to be deductible from income 
when computing federal taxes. A 
combined cap of $10,000 on these 
deductions went into eff ect in 2018. 
Those most aff ected were high-
earning taxpayers in high-tax states. 

It’s a particularly expensive double 
whammy for Californians: They 

already pay the nation’s highest state 
income taxes at up to 13.3%, including 
on capital gains. And skyrocketing 
real estate costs in recent years have 
left many Bay Area residents paying 
more than the cap in property taxes 
alone, even with Prop. 13 property tax 
limits. 

One-third of San Francisco 
residential taxpayers pay annual 
property taxes of more than $10,000, 
according to Attom Data Solutions. In 
San Mateo and Santa Clara counties, 
it’s 31%, and in Marin County it’s 43%. 

“Ultimately, we’d be foolish not 
to believe that folks who have to pay 
now 13.3% on the upper tiers of their 
income, and the same high rate on 
capital gains, without being able to 
deduct it from the federal hit, won’t 
have an eff ect,” said Bay Area Council 
CEO Jim Wunderman. “I wouldn’t 
want to put my head in the sand 
on that. It puts us in a competitive 
disadvantage.”

$10,000
Maximum federal deduction on 
state and local taxes

33%
Percentage of homeowners 
in San Francisco, San Mateo, 
Marin and Santa Clara counties 
who pay more than $10,000 in 
annual property taxes

CONTINUED ON PAGE 20

Ed Hanley 
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Outside the Business Times, depar-
tures such as McKesson’s have created 
barely a ripple of news in the Bay Area. 
According to a Google search, a single 
story appeared in the San Francisco 
Chronicle and a version on its web site, 
though Schwab’s recent headquarters 
move drew greater attention.

“I hesitate to call it apathy. It’s arro-
gance,” said Vranich, president of Spec-
trum Location Solutions. “Th ey think, 
‘If McKesson leaves, another company 
will just take its place.’ ”

‘Eat your heart out, Texas’ 
Th ings look diff erent at the highest lev-
el of the state, as Gov. Gavin Newsom 
made clear when he took aim at Tex-
as and Tennessee’s economic develop-
ment eff orts in speaking to a Bay Area 
Council summit in June. 

“I see that CEO Magazine (lists Cal-
ifornia as the) ‘worst place in America 
to do business’ and yet our GDP growth 
outperforms every damn one of those 
other states they highlight,” New-
som said, citing California’s economic 
growth averaging 3.8% in the last fi ve 
years. 

“Eat your heart out Texas, Tennessee. 
Th ey didn’t come close to that,” New-
som said.  

“For all the bitching and complain-
ing, I think businesses are doing pret-
ty damn well,” Newsom said, adding 
that he owns 23 businesses with close 
to 1,000 employees. “I don’t need folks 
to start lecturing me on regulations and 
costs of doing business.” 

Newsom acknowledged the need 
to address quality-of-life issues, such 

as homelessness and soaring housing 
costs that are frequent fl ashpoints for 
companies seeking to leave. 

“I get it. And I understand the stress 
and travails each and every one of us 
feels around the rental issues and hous-
ing issues and our deep anxiety about 
what the hell is happening to our state 
related to the issue of homelessness. It 
is a disgrace,” Newsom said. 

Does it matter? 
As Newsom implied, if an exodus of 
businesses and high-net-worth indi-
viduals is underway, it is diffi  cult to see 
it refl ected yet in the state’s econom-
ic data. California has added $1 tril-
lion in gross domestic product over the 
last decade and at more than $3 trillion 
would rank as the world’s fi fth-largest 
economy.

History is on the side of the opti-
mists. For nearly two centuries, Califor-
nia’s economy has regularly been lift-
ed by the Next Big Th ing, from the gold 
rush to the silver bonanza, agribusi-
ness to semiconductors, apple orchards 
to Apple iPhones, to robotics, artifi cial 
intelligence and big data. 

In recent decades it has largely been 
fueled by an abundance of investment 
capital. Venture capitalists poured 
almost half of their money nationally — 
some $46 billion — into Bay Area com-
panies in 2019. All that money has long 
fueled a virtuous cycle of fi nancing suc-
cessful startups that are sold or go pub-
lic, creating more wealth to invest in the 
next round of startups.  

But VCs are among those seeing the 
allure of leaving California. 

“I frequently hear about investors 
and entrepreneurs who are leaving Cal-

‘THEY WANT TO 

BRING 

INNOVATION.

IT IS NOT JUST 

JOBS. 

EVERYBODY 

IS JEALOUS, 

GLOBALLY, 

ABOUT THE 

INNOVATION IN 

SAN FRANCISCO 

AND THE 

BAY AREA.’
▲ THOMAS 
SPONHOLTZ,
Founder and CEO, 
Unison

VOICES: ARE YOU LIKELY 
TO JOIN THE EXODUS?
Comments from entrepreneurs and executives 
to our Business Pulse poll about potentially 
leaving California:

BUSINESS PULSE

“Although we are not planning on 
moving, competing against companies 
who do business outside of the 
state is getting more di� icult.”

LINDA RENTERIA, Chief operating off icer, 
Fante Inc., dba Casa Sanchez Foods

“Our state government simply sucks!”

BOB PENLAND, CEO, Pen-Cal Inc.

CONTINUED FROM PAGE 19

“I think it’s only the 
very large companies.  
Mom and Pop shops 
will weather this 
out as always.”

ROSE GARCIA,
President, ASN Natural 
Stone Inc.

“Taxes on both businesses and personal 
families are out of control, especially when 
the state has a surplus. 
The politicians don’t 
seem to care about 
the average person in 
California. I feel the state 
will be coming into a 
crisis soon. There seems 
to be no common sense 
in Sacramento anymore.”

MICHAEL SHAFFER, President and 
managing partner, Management 
Recruiters San Francisco Bay

“The immediate need is to move out of S.F. 
due to new taxes (like restructured gross 
receipts tax) which do 
not make it possible to 
stay in the city. Long 
term we will probably 
need to move out of 
California to lower 
our costs of doing 
business. It would be 
great if the city and 
state would understand and work towards 
tiering tax policies as software and hard 
goods companies operate very diff erently.”

CHRISTINA STEMBEL, Founder and CEO, 
Farmgirl Flowers Inc.

80%
Respondents 
who said they 
were “very” or 
“somewhat” 
concerned 
about the 
exodus, in an 
unscienti�ic 
online poll (1,197 
responses)

CALIFORNIA EXIT



JANUARY 10, 2020 21

IT’S NOT AS EASY 
AS YOU THINK 
TO LEAVE 

CALIFORNIA’S BIG 
TAX BILLS BEHIND 

If, as critics say, the state of 
California isn’t giving high-income 
individuals a good reason to remain 
in the state, there seems to be no 
limit to what the state’s tax authority 
will do to chase those who leave.

The state is keen on examining 
the activities of part-time or former 
residents to see if they can still 
be legally considered full-time 
California residents. If so, all of 
their income remains subject to 
California state taxes. 

Accountants say California’s 
Franchise Tax Board leaves no 
stone unturned. State o� icials have 
demanded to look at utility bills 
for out-of-state residences to see 
if energy use patterns suggests 
someone lives there full-time. It 
has also required taxpayers to turn 
over credit card bills and cell phone 
records that might indicate where 
the taxpayer is spending their days. 

Beyond that is what some call 
the “teddy bear test:” Where the 
taxpayer keeps valuable artwork, 
family heirlooms and, increasingly, 
pets.

One law 
�irm recalled 
a skirmish 
that ensued 
when a 
part-time 
California 
resident 
suspended 
newspaper 
delivery. The 
publisher 
termed it 
a “vacation hold,” which was the 
basis of the state declaring the 
subscriber a full-time resident, 
requiring a costly legal �ight to get 
that determination overturned.

The burden of proof, in all cases, 
is on the taxpayer.

“The advice I give my clients is, 
to paraphrase the line from ‘Pulp 
Fiction’: ‘You leave town tonight, 
right now, and when you gone, 
you stay gone,’ said Paul Bleeg, a 
partner at EisnerAmper accountants 
in San Francisco. 

“People that want to keep one 
foot in and one foot out of state 
usually don’t succeed with the 
Franchise Tax Board,” he said. 

“I tell my clients that are 
contemplating leaving that they 
really need to move and settle in 
to their new home. That means 
not just the paperwork, like voter 
registration, driver’s license, etc. 
That’s easy,” Bleeg said. “I mean 
no cars left in California, no home 
left other than fully leased rentals, 
and their doctors and dentists 
are in their new location and they 
aren’t paying athletic club dues in 
California.”

It’s advice he �inds himself giving 
with increasing regularity: “I have 
quite a lot of clients that are leaving 
the state for tax reasons every year.”

ifornia for states that have friendlier tax 
policies. Who can blame them? Th ey’ve 
worked hard and taken signifi cant bets 
over many years and now they need to 
protect their gains,” said Ryan Gilbert, 
a serial entrepreneur turned venture 
capitalist at San Francisco-based Pro-
pel Venture Partners. 

California’s reliance on person-
al income taxes to support its budget 
makes it especially susceptible to eco-
nomic downturns or the departure of 
high-income individuals and genera-
tors of capital gains. When those rev-
enues shriveled during the last down-
turn, the state’s budget fell almost $40 
billion into the red, forcing major cuts 
to almost every service. 

In a 2015 report, the California Leg-
islative Analyst’s Offi  ce said that in 2013 
Bay Area residents made up 17 percent 
of the state population, but represent-
ed 36 percent of the state’s income tax.   

“Given California’s economic and 
fi scal reliance on the Bay Area, a key 
question now arises: when will the 
Bay Area’s current, technology-fueled 
growth subside,” the Legislative Ana-

lyst’s Offi  ce asked in that report. 
More recently, even some major tech 

players are having second thoughts.
“At this point, we’re growing primar-

ily outside of the Bay Area,” Facebook 
CEO Mark Zuckerberg told employees 
in October. “Th e infrastructure here is 
really, really tapped. Th e housing prices 
are way up. Th e traffi  c is bad.”

Facebook is far from alone.
“A lot of companies will be moving 

their people out of here, unless some-
thing happens,” Schwab said. “Th ey can 
move to Nevada or other places with a 
lower cost of living. Th at’s really import-
ant if you’re raising a family.”

Conaghan, the economic develop-
ment consultant who met with McKes-
son, is now working with California to 
prevent the next big departure. 

But some say it’s too late.
Asked whether he had any regrets 

about his decision to depart California 
later this year, DeMartini said, “Yes — I 
regret that I didn’t leave earlier.”

Researcher Julia Cooper contributed 
to this report.

NEW RESIDENTS FROM
CALIFORNIA IN 2018

TEXAS ������

ARIZONA ������

WASHINGTON ������

NEVADA ������

OREGON ������

COLORADO ������

FLORIDA ������

NEW YORK ������

VIRGINIA ������

IDAHO ������

TOP 10 STATES WHERE CALIFORNIANS ARE MOVING

SOURCE: U.S. CENSUS BUREAU 2018 AMERICAN COMMUNITY SURVEY

In 2018, 691,145 Californians left for other states — the seventh straight year that number has 
risen. Here’s where most of them went, according to the U.S. Census Bureau.

Chuck Schwab

CALIFORNIA’S 
EXES WHO 
LIVE IN TEXAS
Companies that have 
moved headquarters from 
the Bay Area for Texas in 
recent years include:
R McKesson Corp.
R Core-Mark Holding Co.
R Charles Schwab Corp.
R Lottery.com
R Jamba Juice
R Krave Jerky
R Chubbies Shorts Co.
R Outdoorsy

Paul Bleeg

CALIFORNIA EXIT
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