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Abstract

This paper explores the migration patterns of California taxpayers and analyzes the

potential economic and revenue implications of this movement using the universe of

California individual income tax filings from 2000 to 2020. Departure rates have out-

weighed in-migration rates for most tax brackets over the time period. California’s top

earners are particularly mobile, showing the highest rates of departure around tax pol-

icy changes such as Proposition 30 in 2012 and the Tax Cut and Jobs Act (TCJA) of 2017

as well as the COVID-19 pandemic in 2020. Consequently, potential net outflows of

taxable income spiked to nearly $4 billion in the year TCJA was implemented and $10.7

billion around COVID-19. High-earning movers have been consistently more likely

to leave California for zero-income tax states since 2012, and those who experienced

larger tax increases under TCJA were more likely to depart. During the COVID-19

episode in 2020, changing patterns of destination states provide evidence that taxpay-

ers were motivated by COVID restrictions as well. For families with dependents, the

share of California taxpayers who left and moved to a given state was higher in 2020

by an average of half a percentage point for every 10 percent fewer days of school clo-

sures in the destination state. Migration, particularly of high income individuals, has

substantial economic and revenue implications for California.

*Rauh: rauh@stanford.edu, 650-725-3735, 434 Galvez Mall, Stanford, CA 94305. I am grateful to Jillian
Ludwig and Saketh Prazad for outstanding research assistance. I thank the California Franchise Tax Board
(FTB) for providing access to the data used in this study, and especially to Allen Prohofsky and Chad An-
garetis.



1 Introduction

Income tax rates differ dramatically across the United States, creating heterogeneous tax

environments across states. While eight states have a zero-percent income tax rate for all

earners, California has the highest top individual income tax rate in the nation at 13.3 per-

cent with comparatively high marginal tax rates for median earners as well (Loughead,

2021).1 Changes in federal law effective since 2018 have strongly limited the ability of tax-

payers to deduct state and local tax payments from their federal taxable income, greatly

increasing the variation in the ultimate tax burden faced by households across states. Re-

search has provided evidence of the propensity of taxpayers, especially high-earning in-

dividuals, to consider tax rates when making location decisions in areas where tax dif-

ferentials exist and mobility costs are relatively low (Kleven et al., 2013; Agrawal and

Foremny, 2019; Muñoz, 2021). However, studies of high-income mobility across US states

have largely focused on specific populations such as investors (Akcigit et al., 2016), or have

studied time periods when tax rates were on average lower (Young et al., 2016), and state

and local income taxes were fully deductible at the federal level (Rauh and Shyu, 2022).

California’s record low population growth rates coupled with the recent relocation of busi-

ness headquarters and their executives to other states (Vranich and Ohanian, 2021) raises

questions about whether increased outward migration in response to a high and increasing

individual tax burdens might be occurring in the Golden State, whose GDP is comparable

to that of the world’s fifth largest country.

While the state’s high housing costs, strict business regulations, and rising levels of

homelessness and crime offer possible explanations for California’s population decline, it

is reasonable to hypothesize that the increasing tax burden over the past decade and lack of

commensurate public services in the state could be a major factor in California’s migration

trends. In this paper, we seek to understand the migration trends of California taxpayers

over time to determine mobility across income tax brackets and to measure the impact of

this migration might have on economic activity in the state and on government revenues.

Using microdata from the California Franchise Tax Board (FTB) on the universe of Cal-

ifornia tax filings from 2000 to 2020, we observe the resident status, county or state of

1For California’s individual income tax rankings, see here. With the lifting of the $145,600 cap on Cali-
fornia’s 1.1% employee payroll tax in 2024, the effective top marginal income tax rate in California will rise
to 14.4%.
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residence, taxable income, and taxes paid for all California filers around two major pol-

icy changes, California Proposition 30 and the US Tax Cut and Jobs Act (TCJA) of 2017,

as well as the onset of the COVID-19 pandemic. This paper therefore makes three main

contributions.

First, this paper extends the findings of Rauh and Shyu (2022) on Proposition 30 to

also consider taxable income and revenue impacts of out-migration. In 2012, California

voters passed ballot initiative Proposition 30 to increase the marginal income tax rates for

high income earners by one to three percentage points, up from 9.3 percent (California

Legislative Analyst’s Office, 2012).2 According to Rauh and Shyu (2022), the Proposition

30 tax increases resulted in significantly higher departure rates among California’s high-

income earners. I find that the calculation of total taxable income of out-movers exceeded

that of in-movers around the year of Proposition 30 by $1.2 billion, which translates into a

net loss of about $135 million in tax liability, an arguably permanent annual loss. Were it

not for the net in-migration of a high number of earners in the bottom tax bracket, these

figures would be approximately 2.2 times as large.

Second, this paper studies the consequences of TCJA for California’s taxable income

and tax revenue. TCJA instituted a $10,000 cap on the state and local tax (SALT) deduction.3

For many California taxpayers, this cap more than offset the impact of TCJA’s lower federal

tax rates, leading to a net federal tax increase.4 Even for taxpayers who saw a net federal

tax cut under TCJA, TCJA dramatically increased the spread in total tax paid by most

California taxpayers and what they would pay if they were in a much lower-tax state. We

investigate departures from the state, changes in taxable income, and potential revenue

effects in the years surrounding the implementation of TCJA and the SALT deduction cap.

Total taxable income of out-movers between 2017 and 2018 exceeded that of in-movers

by nearly $4 billion, jumping up from roughly zero in the previous year. This translated

2Proposition 30 created a 10.3 percent tax bracket for singles earning between $250,001 and $300,000, an
11.3 percent bracket for singles earning between $300,001 and $500,000, and a 12.3 percent bracket for singles
earning above $500,000. For married couples, these brackets are 10.3 percent for those earning between
$500,000 and $600,000, 11.3 percent for those earning between $600,001 and $1 million, and 12.3 percent for
those earning $1,000,000. These brackets are in 2015 dollars. In addition, for those with taxable income greater
than $1,000,000, there is also a 1 percent ’millionaire tax’ to fund mental health programs, which was enacted
in 2004. Together with the Proposition 30 tax increases, the income tax rate for top earners is therefore 13.3
percent.

3An explanation of the Tax Cut and Jobs Act can be found here.
4California’s Franchise Tax Board previously reported that the SALT deduction cap would cost Califor-

nians an additional $12 billion a year in Federal taxes from about 1 million taxpayers.
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into a net loss of about $368 million in tax liability, again an arguably permanent annual

loss. These effects largely repeated themselves between 2018 and 2019, with $3.44 billion

in taxable income and $314 million in annual tax revenue lost on net. Net in-migration of

lower-income earners was considerably less helpful during this episode, exerting an effect

half as large as it was in 2012.

Third, most recently in 2020, the COVID-19 pandemic spread across the United States

with the first case diagnosed in California in January 2020. While the pandemic did not

impact tax policy in the same way as Prop 30 or TCJA, Californians saw a marked de-

cline in public services during COVID-19, particularly in the early months of its spread.

A statewide emergency was declared by Governor Gavin Newsom on March 4, 2020 fol-

lowed promptly by a statewide shelter-in-place order taking effect on March 19, 2020. This

resulted in the closure or major scale back of services at public schools, courthouses, DMV

offices, and almost all businesses.5 In fact, schools throughout the state were required to

be closed for in-person instruction in California for 290 days in 2020, amongst the longest

closure in the nation (Hale et al., 2021). COVID-19 restrictions and shutdowns were not

unique to California during this period, but taxpayers in the state continued to pay a pre-

mium for services that were largely unavailable while many employers likely no longer

required workers to be stationed in California. For families with dependents, the share of

California taxpayers who left and moved to a given state was higher in 2020 by an average

of half a percentage point for every 10 percent fewer days of school closures in the destina-

tion state. Total taxable income of people who moved out-of-state in 2020 surpassed that

of those who moved into California in the same year by $10.7 billion. This is reflected in a

potentially permanent annual net loss of about $1.17 billion in tax liability.

Based on our analysis, we find that the departure rates of high-income taxpayers ap-

pear highly responsive to tax policy changes like Proposition 30 and the TCJA as well

as more large-scale changes like those prompted by the COVID-19 pandemic, while out-

migration for low- and middle-income earners has been gradually increasing over time

with in-migration not keeping pace for most income tax brackets. Similarly, the amount

of income tax liability of high income out-movers prior to their move has consistently not

been replaced in full by that of in-movers at the same level, meaning the state loses revenue

due to out-migration from the top bracket. We also see that a large share of emigrants relo-

5For a complete timeline of the COVID-19 pandemic and related policies, see here.

4

https://calmatters.org/health/coronavirus/2021/03/timeline-california-pandemic-year-key-points/


cate to zero- and low-income tax states during our time period. Finally, our analysis shows

that Southern California saw a larger share of out-of-state departures during the Propo-

sition 30 episode, while Northern California saw high levels of these departures around

TCJA and COVID-19. As California’s tax revenues have become increasingly dependent

on high-income earners in the top bracket, the loss of taxpayers from net out-migration, no

matter the cause, poses long-term challenges the state’s fiscal stability.

The paper proceeds as follows. In section 2, we expand on the recent literature on

tax-induced mobility and migration effects. In Section 3, we describe the California FTB

data we use and present summary statistics. In Sections 4, 5, 6, and 7, we explore out-

migration, intrastate movement, effects on levels of taxable income in the state, and the

revenue implications of departures. Sections 8 and 9 investigate to where emigrants from

California are moving and from where they are departing. Section 10 concludes.

2 Literature Review

A growing amount of literature has focused on the behavioral response to taxation and

tax-induced mobility. While the lack of access to administrative data and challenges with

identification strategies have caused difficulties for researchers, a few studies have made

strides in linking migration responses to taxation (Kleven et al., 2020). To overcome these

challenges, many researchers have narrowed their focus to countries in which information

on migration is available within administrative data. For example, Agrawal and Foremny

(2019) use Spanish Social Security and tax data and take advantage of a major tax reform

to show that an increase in the net-of-tax rate of a region significantly increased the prob-

ability of relocating to that region for movers in Spain. Similarly, Martinez (2021) utilizes

Swiss tax data to analyze the impact of a local income tax cut on the mobility of wealthy

taxpayers, finding that the policy change resulted in a 20 to 30 percent increase in the share

of wealthy filers in the state that enacted the tax cut. Also studying Switzerland, Schmid-

heiny and Slotwinski (2018) use a quasi-experimental setting created by a foreigners tax

regime to show that foreign top earners move systematically within Switzerland based on

tax rates in different municipalities. Muñoz (2021) presents similar findings for wealthy

taxpayers across Europe and shows that the location decisions of this group are signifi-

cantly impacted by top marginal tax rates.
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Other studies have focused on relatively small subsets of the labor market where mi-

gration information is more readily available. Kleven et al. (2013), for example, study the

migration response of European football players to foreigner-specific tax reforms to find an

elasticity of one for foreign players with respect to a country’s net-of-tax rate. Akcigit et al.

(2016), on the other hand, look to patent inventors to ascertain the impact of tax rates on

inventors’ location choices. They too find that foreign inventors have an elasticity of about

one to net-of-tax rates.

A few researchers have studied tax-induced mobility in the US context. Moretti and

Wilson (2017) examine the migration sensitivity of inventors in the US to tax rates in differ-

ent states and find that personal income tax rates have a significant impact on the location

choices of top inventors. Coomes and Hoyt (2008) utilize data on movers into multistate

MSAs where there are different state tax rates within one labor market to show that income

tax rates have a significant effect on the relative rate of migration into a certain state within

an MSA. More generally, Young et al. (2016) are able to analyze the migration response of

all millionaires in the US to top income tax rates using IRS tax return data. They ultimately

find that these elite filers are responsive to tax rates, but their response is of limited signif-

icance to the millionaire tax base. Conversely, Rauh and Shyu (2021) are able to identify a

much larger migration effect amongst California taxpayers in response to the Proposition

30 tax reforms of 2012. The authors show that earners making over $2 million a year were

particularly responsive to these tax increases, departing California at significantly higher

rates in the year of the policy change and contributing to a significant loss of the state’s

windfall tax revenues from the reform.

While much of the literature suggests that migration effects do not have substantial

impacts on government revenues (Agrawal and Foremny, 2019; Martinez, 2021), none of

the aforementioned studies explore the impact migration may have on economic prosperity

generally. As noted by Rauh and Kearney (2021), a more holistic approach to studying

income taxation would consider the rate at which the productive output of a society is

maximized, not simply the rate at which the government can collect the most revenue.

As new data emerges, research has started to focus on the effects of the COVID-19

pandemic on migration patterns in the United States. Lavelle and Kepner (2022) use data

from United Van Lines to compare trends in migration before the pandemic in 2018 and

2019 and after the pandemic started in 2020 and 2021. They find that even prior to the

6



pandemic, California accounted for the second largest outbound share of total interstate

moves in the country, with over 56 percent of movers in the US originating in California in

2018 and 2019. This trend continued after the pandemic began with California’s share of

outbound movers increasing to nearly 60 percent of movers nationwide. While their data

shows that California was also a top inbound state during the time period of interest, shares

of outbound movers were consistently higher than shares of inbound movers. Holmes

and White (2022) also investigate migration patterns in California over the course of the

pandemic. They use credit report data to show that new entrances into the state fell and

exits from the state stayed in line with pre-pandemic trends.

3 Data

Our analysis utilizes administrative data from the California Franchise Tax Board (FTB),

under an agreement by which we were authorized to access California tax returns from

2000 to 2020 including resident, non-resident, and partial-year resident filings. Non-

residents and partial-year residents are coded by the FTB in the same manner and thus

will be used interchangeably throughout the paper.

From the source files, we extract population-level data on an array of variables collected

from the California Form 540 including taxable income of each filer measured at the house-

hold level. Relative to other studies on California migration, such as Holmes (2021) and

Holmes and White (2022), these data allow us to study departures by actual household

income, rather than using proxies such as the average income of zip codes.

Nearly all returns fall under one of three filing statuses: single, married joint-filers, and

head of household. For married joint-filers, incomes of spouses are aggregated, meaning

income cannot be attributed solely to one spouse. Because of this, the FTB designates one

spouse as the "primary taxpayer" and the other as the "redundant spouse", both of which

have identical records. The analysis here is conducted at the primary taxpayer level. This

dataset is similar to that used in Rauh and Shyu (2022) but with the addition of years 2015-

2020.

Throughout the paper, all dollar amounts, including those that define tax brackets,

are inflation-adjusted to 2015 dollars using inflation factors provided by the FTB. Table 1

present summary statistics for the sample. Overall, the sample consists of 332.3 million tax
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filings over 20 years, with taxable income of $28.2 trillion and total individual tax liabilities

to the state of $1.3 trillion.

Table 1: Summary Statistics (millions)

Total Returns Resident
Non-Resident

/Partial Resident

Counts
All Years 332.3 314.0 18.3
2000 13.8 13.2 0.7
2020 19.0 17.8 1.2
Taxable Income ($)
All Years 28,252,210.0 21,316,268.0 6,935,943.0
2000 1,284,350.0 1,038,291.9 246,058.2
2020 1,850,707.2 1,323,922.4 526,784.7
Taxes Paid ($)
All Years 1,307,230.5 1,241,366.6 65,863.8
2000 61,870.3 59,502.0 2,368.3
2020 97,203.2 90,546.2 6,657.0

Note: This table displays summary statistics for the sample from 2000 to 2020 at the household level. Counts
are at a household level and exclude filings from those who are claimed as a dependent. All dollar amounts
are shown in 2015 dollars.

4 Out Migration

Figure 1 displays the rate of out-migration for taxpayers in each income tax bracket, ad-

justed to 2015 dollars between 2003 and 2019. The departure rate here means the share of

departing taxpayers out of the total number of taxpayers in that bracket.

To identify trends in out-migration from California, we define a taxpayer’s departure

as a sequence in which they file as a full-time California resident in one year and as a

California partial-year or non-resident in the next. For example, suppose an individual

in our sample lives and works primarily in California for the entirety of 2019. In June of

2020, this individual relocates and begins working in Colorado after earning income in

California earlier in the year. This taxpayer then pays taxes in California for any income

earned prior to their move, filing as a partial-year resident in 2020. They would continue

to pay California income tax on any California-source income they earned after their move

as well. We consider the taxpayer’s partial-year filing an out-migration or departure event

8



Figure 1: Departure Rates by Tax Bracket
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Note: This figure displays the rate of out-migration for each tax bracket by year for taxpayers who file as a
California resident taxpayer in year t and as a non-resident in year t+ 1. Vertical lines represent the year of
passage of Proposition 30 and TCJA. So for example, the spike at the Proposition 30 line represents
taxpayers who were resident in California in 2012 but partial or non-resident in 2013. The spike at the TCJA
line represents were resident in California in 2017 and but partial or non-resident in 2018. The spike in year
2019 are taxpayers who were resident in 2019 but partial or non-resident during the first COVID year, 2020.
All tax brackets are in 2015 dollars.

which contributes to the 2019 departure rate.6 Appendix Table A1 shows the total number

of movers by bracket over time.

For lower- and middle-income earners, departure rates have steadily increased over

most of the time period. In every year since 2012, earners making less than $51,530 have

been moving out at rates above the income-weighted average of 1.01 percent that prevailed

during the 2000-2011 baseline period. Likewise, since 2014, middle-income earners in the

9.3 percent income tax bracket (making between $51,530 and $263,222 individually in 2015

6This definition of out-migration is appropriate because it considers movers who do not relocate all of
their income immediately upon leaving the state. For example, some filers may retain a property in Cali-
fornia from which they earn rental income, requiring these individuals to file as non-residents in the state
potentially for several years after they relocate. It also reflects the practical reality confirmed in the data that
tax compliant individuals leaving the state generally will have to file as a partial resident in some year.
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dollars) have been departing from California at consistently higher rates than the 1.64 per-

cent average baseline that prevailed in the 2000- 2011 period.

High-income earners, in contrast, exhibit somewhat different out-migration behavior.

Particularly for individuals earning more than $2 million a year, there are spikes in out-

migration in correspondence with major tax policy changes. In 2012, when Proposition 30

took effect, the departure rate for individuals earning over $5 million dollars rose to 2.2

percent, 0.7 percentage points higher than the income-weighted baseline rate of 1.5 percent

between 2000 and 2011. Research from Rauh and Shyu (2021) finds that this spike is directly

caused by Proposition 30, which suggests that tax policy changes have a particularly strong

effect on the migration of high earners.

In the years following Proposition 30, the top three brackets continue to show steady

increases in departure rates through 2017, when Congress passed TCJA and implemented

the SALT deduction cap. Coinciding with the cap, there was a spike in departure rates

in 2017 for top bracket earners making over $2 million a year. Outward flows of taxpay-

ers who earn more than $5 million annually reached 2.1 percent in 2017 compared to an

average of 1.5 percent between 2013 and 2016.

At the end of the time period, there is a more broad-based spike around the onset of

the COVID-19 pandemic. Departure rates for taxpayers making over $5 million increase

the most from 1.7 percent in 2018 to 3.8 percent in 2019, a staggering 2.2 percentage points

higher than the income-weighted baseline average of 1.6 percent from 2000 to 2018. This

trend persists for almost every tax bracket, with departure rates for the 9.3 percent bracket

topping 2.3 percent in 2019 as compared to a weighted average baseline of 1.7 percent over

the rest of the time period.

We consider departure rates by taxpayer age and tax bracket in Appendix Figure A1. By

doing so, we see these out-migration trends are generally broad-based, but that departure

rates are highest for the under 40 category. There is a notable spike, however, in departure

rates for the highest earning taxpayers who were close to retirement at the end of time

period.

While California’s out-migration has been on the rise, in-migration has not kept pace.

In the data, we define an in-migration event as an instance in which an individual files as

a California non-resident or partial-year resident in one year and as a full-time resident in

the next year, and then calculate net out-migration as out-migration minus in-migration.

10



Figure 2: Net Out-Migration Rate by Tax Bracket
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Note: This figure displays the rate of net out-migration (out-migration minus in-migration) for each tax
bracket by year. All brackets are in 2015 dollars.

Figure 2 shows the net departure rates from the state by income tax bracket between 2003

and 2018. Since 2003, only middle-income earners in the 9.3 percent income tax bracket

have entered California at higher rates than left during any year over the time period. The

top bracket, and the highest earners within the top bracket in particular, display the highest

net out-migration rate over the whole period. Higher-income earners who leave the state

are not being replaced by other high earners at the same rate.

These figures provide strong evidence for increases in tax-motivated departures of high

earners from California. As the brackets are defined to correspond to the brackets of the

new rates that came into effect after Proposition 30, the intensity of tax treatment around

Proposition 30 rises as one moves from the 10.3 percent to 11.3 percent to 12.3 percent

brackets, and is stronger in the higher sub-brackets of the 12.3 percent bracket as these are

the groups with the largest share of their income affected by the tax increase. The fact that

the top brackets show sharp increases around the TCJA is also consistent with
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Table 2: TCJA Effect: Migration by Simulated Percent Change in Tax Liability

Out-Migration Net Out-Migration
Previous Year Below Median Above Median Previous Year Below Median Above Median

12.3% bracket mean 1.80% 1.72% 2.14% 0.98% 0.49% 0.89%
under $2 million s.e. 0.06% 0.08% 0.09% 0.07% 0.10% 0.10%

N 50,110 28,819 28,818 50,110 28,819 28,818
Avg. Simulated % Change

in Tax Liability 2.63% 6.58% 2.63% 6.58%
$2 million - mean 1.49% 1.83% 2.03% 0.94% 0.35% 1.22%
$5 million s.e. 0.10% 0.14% 0.15% 0.13% 0.18% 0.17%

N 16,060 9,449 9,448 16,060 9,449 9,448
Avg. Simulated % Change

in Tax Liability 4.67% 7.32% 4.67% 7.32%
> $5 million mean 1.48% 1.93% 2.20% 1.03% 0.88% 1.39%

s.e. 0.15% 0.21% 0.23% 0.19% 0.25% 0.27%
N 6,560 4,098 4,097 6,560 4,098 4,097

Avg. Simulated % Change
in Tax Liability 6.11% 9.19% 6.11% 9.19%

Note: This table displays the out-migration and net out-migration rates for top income bracket filers between 2017 and 2018 based on the simulated

change in tax liability resulting from the Tax Cut and Jobs Act.
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an increase in tax-motivated departures, although there are also some generally up-

ward trends in departures around this time. To test more directly that this increase in

departures is tax motivated, we use the TAXSIM version 27 algorithm from the National

Bureau of Economic Research (NBER) to simulate each top-brakcet taxpayer’s 2017 tax li-

ability under both 2017 and 2018 rules. The vast majority of taxpayers in the top bracket

see a simulated tax increase under TAXSIM’s model of TCJA. Of the 84,729 total residents

in the top bracket, we calculate that only 276 experienced a tax cut. While we cannot in-

corporate certain features of the law due to incomplete data on specific business income

and other deductions, this analysis captures projected changes in the tax liability due to

the payment of state and local taxes as well as other structural changes in the tax law. As

shown in Table 2, in each of the brackets, those taxpayers with above median simulated

percent changes in their tax liabilities moved out at a higher rate and in many cases ap-

pear to be driving the increase in outward migration for the high earners in their brackets.

For example, net out-migration was 0.49% in the below-median group versus 0.89% in the

above median group for those in the 12.3% bracket under $2 million. Similarly, in the $2

million to $5 million group, the difference was 0.35% versus 1.22%, and in the $5 million

group, 0.88% versus 1.39%. This provides further evidence that the increases in departures

from California that we document around TCJA are tax-motivated. In Section 6, we show

that this outward migration has significant revenue implications for the state.

5 Intrastate Migration

Though clearly not motivated by California state income tax policy, movement within the

state is fairly common throughout the time period as well. Figure 3 displays the rates of

intrastate movement by tax bracket over time. A resident taxpayer is considered to have

moved within the state when they file in one California county in year t and in a different

California county in year t + 1. The lower tax brackets consistently show a higher rate of

intrastate movement than higher income filers. Over the time period, taxpayers in the 9.3%

bracket and lower have higher intrastate movement rates than they do out-of-state depar-

ture rates. Top bracket filers, however, show the opposite trend, with higher out-migration

rates than intrastate movement rates from 2003 to 2019. Notably, there is an uptick of in-

trastate movement for almost all tax brackets at the end of the period coinciding with the
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Figure 3: Intrastate Movement Rates
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Note: This figure displays the rate of intrastate movement for each tax bracket by year for California
resident taxpayers. Intrastate movement is defined as filing in one California county in year t and in a

different California county in year t+ 1. All tax brackets are in 2015 dollars.

COVID-19 pandemic. This could reflect the shift to remote work that was common dur-

ing the COVID-19 pandemic which likely made it easier to relocate for California residents

who could afford to choose their locale within the state. For this intrastate movement, the

general pattern is that the higher the income bracket, the lower the intrastate movement

rate. The upper-middle tax brackets saw some of the largest increases in intrastate move-

ment during 2020.

Figure 4 shows the share of taxpayers that move within California by the type of county

from which they originate and to where they relocate.7 Throughout the time period, for all

taxpayers, as well as the top bracket, moves out of urban counties have been more common

than moves to urban counties. There is an increase in movement both to and from urban

counties at the end of the period, consistent with the idea that workers were no longer as

bound by the location of their employer in choosing their location of residence.

7We use the 2013 Urban-Rural Classification Scheme produced by the National Center for Health Statis-
tics at the CDC. See Appendix Table A2.
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Figure 4: Intrastate Movers as a Share of All CA Taxpayers
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Note: This figure displays the share of all California taxpayers who moved from an urban county to a
suburban or rural county and from a suburban or rural county to an urban county. We use the Urban-Rural

Classification Scheme produced by the CDC.

Figure 5 shows the share of taxpayers originating in Bay Area or Greater Los Angeles

counties who moved within California. For most of the time period, a higher proportion

of taxpayers left the Bay Area for other California counties than left Greater LA. Across all

brackets, a large share of filers left the Bay Area early in the time period, likely reflecting

economic turbulence caused by the Dot Com Bust of the early 2000s that hit the tech-heavy

Bay Area particularly hard. The share of within-state re-locators from the Bay peaks again

at the end of the period at the onset of the COVID-19 pandemic for all taxpayers and the

top bracket. Again, this might reflect the relative ease at which tech workers in the area

could adapt to remote work and relocate within the state at will.
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Figure 5: Net Intrastate Movers as a Share of All Taxpayers in the Area
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Note: This figure displays the net share of taxpayers (out-movers minus in-movers) in either the Bay Area
or the Greater Los Angeles Area who moved within California over time. Bay Area counties include San

Francisco, Santa Clara, Marin, Contra Costa, Alameda, San Mateo, Solano, Napa, Sonoma, and Santa Cruz.
Greater Los Angeles counties include Los Angeles, Orange, Riverside, Ventura, and San Bernardino.

6 Effects on Income

California’s out-of-state migration trends have a significant impact on the level of income

earned in the state and on the total volume of economic activity generated. We demonstrate

this by considering the taxable income of out-movers in the year before they left net of the

taxable income of in-movers in their initial year of residency in California. The data indi-

cate that the total taxable income that is potentially moving out of the state with emigrants

is not consistently replaced by the income of in-movers, and that this has particularly been

the case in recent years, where net outflows greatly surpass the high levels seen during the

decline in the technology sector in the early 2000s.

Figure 6 shows the net taxable income (out-movers minus in-movers) by tax bracket.

Prior to 2005, taxable income earned by out-movers in lower brackets far outweighed that

of in-movers in the same bracket. This may have been due in part to continued effects from
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the Dot Com Bust in the 2000s which resulted in a loss of nearly 400,000 jobs from 2001

to 2003 in the Bay Area alone (Hurd, 2003). Another contributing factor may have been

California’s electricity crisis in the early 2000s. In 2005, California’s electricity cost index

was 168.0 compared to a US average of 100, likely putting strain on the financial well-being

of residents in lower income tax brackets and impacting out-migration decisions (Gray and

Scardamalia, 2012).

Figure 6: Taxable Income of Out-Movers in Final Year minus Taxable Income of In-Movers in
Initial Year
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Note: This figure displays the total taxable income of out-movers in the year prior to their move minus

taxable income of in-movers in the year they move in by tax bracket. Brackets and taxable income are

displayed in 2015 dollars.

Across tax brackets, trends in net taxable income are volatile, with relative spikes co-

inciding with Proposition 30, TCJA, and COVID-19. In 2012, $1.2 billion more in taxable

income was earned by the highest income out-movers than earned by in-movers with simi-

lar incomes. In 2017, total net taxable income reached $4.0 billion, $1.8 billion of which can

be attributed to out-movers earning more than $5 million annually. Over the COVID-19

episode, total net taxable income hit $10.7 billion. The highest earners in the top bracket
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contributed $4.3 billion to these net outflows. The imbalance between taxable income of

out-movers and in-movers could have a substantial effect on the income tax base of Cali-

fornia, impacting state revenues as discussed in the following section.

This narrow focus on the income of a departing or arriving household understates the

impact on total economic activity in the state. When an individual resides in California,

a large share of their income is likely spent within the state, and some portion of this ex-

penditure generates other revenues for the state’s treasury, including property, sales, and

gas tax revenues. Further, such spending supports business activity and employment in

the state and generates economic opportunity for other residents of the state. When an

individual moves to a new state, not only will California likely lose out on future income

tax revenues, but the state also loses their future income and spending. This implies a loss

of other potential revenues, as well as reduced economic opportunity and jobs.

This income is not only potentially lost in the year following a taxpayer’s relocation.

Rather, this effect compounds over time as people earn more over the span of their careers.

For example, consider individuals in their 50s who earn over $5 million a year and are Cal-

ifornia resident taxpayers from 2011 to 2020. Using income tax data, we calculate that the

median income level for individuals in this group in 2020 was about 7.7 times greater than

it was in 2011. Imagine then that an individual in this group moved to a different state

at some point over that period. Much of this individual’s potential income growth would

likely have occurred in another state, meaning California would have lost out on a substan-

tial portion of their spending and any subsequent revenue and economic activity generated

from that spending. This is particularly important considering out-migration from Califor-

nia is broad-based in terms of age and not entirely dominated by near-retirement movers,

as shown in Appendix Figure A1.

In sum, while the net gap of taxable income of out-movers versus that of in-movers has

amounted to a total of over $18 billion from 2017 to 2020, this is only a partial-equilibrium

reflection of taxable income lost by the tax authority and economic income generated in

California. It does not capture the losses to income that occur due to the reduced economic

activity of the departing households.
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Figure 7: Total Income Tax Revenues by Tax Bracket
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Note: This figure displays total income tax revenues by bracket for all income tax filers over time. All
brackets are in 2015 dollars.

7 Revenue Impact

When taxable income leaves the state, income tax revenues are affected if that taxable in-

come is not replaced by people moving into the state. Figure 7 displays the total amount

of income tax revenue generated within the state over time, broken down by tax bracket.

From 2003 to 2019, income tax revenues about tripled, increasing from $32.1 billion to $94.7

billion in 2015 dollars. At the same time, income tax revenues as a share of total revenues

grew from 31 percent in 2003 to 57 percent in 2019 according to the US Census Bureau.8

Over the same period, the state has become increasingly reliant on the top income tax

bracket for these revenues, and particularly on the highest earners within that bracket

(those earning more than $5 million a year), as is displayed in Figure 8. In 2003, the top

1 percent of income earners (those earning more than $681,342 annually in 2015 dollars)

generated more than 42 percent of all of California’s income tax revenues. In 2012, this

8See Census Bureau’s 2003 State Tax Table here. See Census Bureau’s 2019 State Tax Table here.
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Figure 8: Share of Total Income Tax Revenues by Bracket
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Note: This figure displays the share of total income tax revenues generated by each tax bracket, in 2015
dollars.

share jumped to 50 percent of total income tax liability. As of 2020, those making over $5

million contributed more than 25 percent of total income tax revenue. This means that only

25,000 households – 0.1 percent of the income tax-paying population – paid over a quarter

the state’s total income tax revenues in that year. Meanwhile the 9.3 percent tax bracket’s

share of total tax liabilities decreased from 49.3 percent in 2003 to 36.8 percent in 2020.

California’s significant reliance for revenues on taxpayers who are highly mobile and

responsive to tax policy changes places the state in a precarious financial position, partic-

ularly if high rates of net out-migration persist amongst the highest income earners. For

example, the share of total income tax revenues paid by those earning more than $5 mil-

lion actually decreased from 2012 to 2013 despite the increase in income tax rates enacted

by Proposition 30. Furthermore, despite the increase in the number of millionaires in Cal-

ifornia from 2003 to 2020 (see Appendix Figure A2), shares of total income tax revenues

generated by the full top bracket have remained relatively stable since 2012. Considering

the migratory trends of high earners discussed in Section 2, this is not surprising. In fact,
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Figure 9: Income Tax Liability of Out-Movers in Final Year minus Income Tax Liability of In-
Movers in Initial Year
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Note: This figure displays the amount of income tax liability of out-movers in the year prior to their move

minus the amount of income tax liability of in-movers in the year they move in by tax bracket. All brackets

are in 2015 dollars.

Rauh and Shyu (2021) find that among the highest income taxpayers, the outward mi-

gration caused by Proposition 30 in conjunction with the behavioral responses of those

who stayed in California resulted in a loss of 45.2 percent of the windfall tax revenues from

the act.

Figure 9 displays the net income tax liability generated by movers out of and into the

state (out-movers minus in-movers). For taxpayers earning over $5 million, the total tax

liability generated by those who move out of the state in the following year is consistently

higher than that generated by individuals in the same bracket who move into the state.

Unsurprisingly, while there has been a general increase in the taxes of the highest earning

out-movers as compared to the highest-earning in-movers, net tax liability spiked in 2012,

2017, and 2019, coinciding with not just the Proposition 30 and TCJA policies that made

California a less hospitable tax environment for high income earners, but also the COVID-
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19 pandemic. In fact, the tax liability of out-movers was greater than that of in-movers in

every bracket in 2019 for the first time since 2005.

In 2012, there was a net loss of over $135 million in tax liability across all tax brackets. In

2017, taxpayers making over $5 million who filed as California residents in 2017 but moved

out of the state in 2018 paid over $369 million in income taxes that year, while in-movers

in the same year paid just $123 million in income taxes. Across all brackets, there was a

net loss of over $368 million in tax liability between 2017 and 2018. Similarly, the highest

earning out-movers who left in 2020 paid $778 million in income taxes in 2019, while in-

movers paid only $153 million. The total net loss in income tax liability topped $1.1 billion

between 2019 and 2020. It is highly likely that as these out-moving taxpayers transitioned

from resident status in 2019 to non-resident or partial-year status in 2020, California will

have lost a large portion of the revenue expected had these taxpayers remained full resi-

dents. This suggests that the migration patterns observed in Section 3 may have significant

negative effects on state income tax revenues.

8 Mover Destinations

Figure 10: Mover Destinations around Proposition 30 from Rauh and Shyu (2021)

2000−09 2012

Percent of Exiting CA AGI 4 8 12

Destinations of Top−Bracket CA Out−Migrants (by Last Year of Residence)

Note: This figure displays the destination states of top-bracket (12.3%) households that move out of
California, both prior to Proposition 30 in 2000-09 and from 2012-13, by percent of California AGI that

departed to each of the states.

The destination states of movers provides further insight into trends in migration out

of California. Figure 10 shows the states where high-earning emigrants from California
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Figure 11: Mover Destinations around TCJA
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Note: This figure displays the destination states of top-bracket (12.3%) households that move out of
California, both prior to the TCJA in 2013-16 and from 2017-18 after it was implemented, by percent of

California AGI that departed to each of the states.

moved both prior to the implementation of Proposition 30 in 2000 to 2009 and in the year it

was passed, 2012, by percent of California adjusted gross income (AGI) that was relocated

to each of the states. Following the passage of Proposition 30, out-migrants increasingly

moved to states like Florida, Texas, and Nevada, which have zero income tax, as well as

New York, a relatively high income tax state. Figure 11 displays the destination of movers

by California AGI in the years prior to TCJA and the SALT deduction cap and in the year of

its passage. Following TCJA, Nevada and Texas remained popular destinations for movers

from California, while an increasing share of out-migration was to Florida and a smaller

percentage of California AGI relocated to New York.

Similarly, Figure 12 displays the destination states of top-bracket movers around the

onset of the COVID-19 pandemic in terms of California AGI. While zero-income tax states

like Texas remained popular in 2020, the rate at which movers left for California for Nevada

and New York decreased during COVID-19. Meanwhile, Florida, and to a lesser extent,

Colorado saw an increase in the percent of exiting California AGI around the pandemic.

Figure 13 compares trends in the destinations of movers in all tax brackets and movers

in the highest income tax bracket over time while the middle panel of Table 3 shows the

percentage of movers in these groups that went to each of the most popular destination

states in 2020 (Appendix Tables A3 and A4 show these percentages for 2018 and 2013). In

2006, Texas overtook Arizona and Nevada as the most popular destination among Cali-
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Figure 12: Mover Destinations around COVID-19
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Note: This figure displays the destination states of top-bracket (12.3%) households that move out of
California, both prior to the COVID-19 pandemic in 2013-2018 and from 2019-2020 after its onset, by

California AGI that departed to each of the states.

fornia’s movers and remained at the top through 2020. From 2003 to 2019, there was a 52

percent increase in the share of movers from California across tax brackets who chose to

relocate to the Lone Star State, with 12.1 percent of movers settling in Texas in 2020. Ari-

zona has been a popular destination state amongst movers in all brackets but became the

second most popular state for emigrants from California in 2017. In 2020, 9.7 percent of

movers headed for the Arizona border, 7.9 percent left for Nevada, and 7.3 percent moved

to Washington.

The state’s top income earners, however, exhibited somewhat different emigration be-

havior. While Texas saw an almost 200 percent increase in the share of high-income movers

from California relocating to the state from 2003 to 2019, Nevada was the most popular

state for leavers in the top tax bracket in 2020, with 13.3 percent of movers relocating there

that year. Texas was the second most popular destination for high-income out-movers with

11.8 percent moving there, followed by 9.7 percent moving to Florida. Washington was the

fourth most popular destination in 2020, with 8.9 percent of top-earning movers leaving

for the Evergreen State.

Another notable popular emigration destination among the wealthiest California

leavers was New York. Despite its high tax rates, some 5.2 percent of high-income movers

headed there in 2020. Since 2012, however, the state’s popularity as an out-migration desti-

nation for top earners has declined significantly, dropping from the top destination in 2012
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Figure 13: Share of CA Taxpayers Moving to Popular Destination States
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Note: This figure displays the share of departing taxpayers by their destination state in the year they filed as
a non-resident of California, indexed such that 2003 is equal to 1 for all destination states. Tax brackets

defined in 2015 dollars.

to seventh place in 2020. New York’s declining popularity as an out-migration destination

could be a delayed reaction to the implementation of a tax rate increase in 2009, which

raised the rate on top earners (those earning over $500,000 individually) to 8.97 percent, up

from 6.85 percent in the prior year.9

The destination states in terms of movers’ taxable income, as displayed in the right

panel of Table 3, paint a somewhat different picture (Appendix Tables A5 and A6 show

these shares for 2018 and 2013). Based on this measure, Florida is the largest recipient of

outflows of taxable income from movers in California’s top tax bracket in 2020, with 19.1

percent of taxable income of high earning movers landing in the state. This suggests that

the Sunshine State is a particularly attractive destination for the highest earning movers

from California.

Nevada came in second place in 2020, with high-income arrivals from California repre-

senting 12.0 percent of high earning movers’ total prior year taxable income. Texas, Wash-

9The Tax Foundation provides more information on income tax rates in New York here.
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Table 3: Share of Movers from California by Destination State in 2020 (%)

Top Tax Bracket Share of Movers Share of Movers’ Taxable Income
Rate in State All Taxpayers 12.3% bracket All Taxpayers 12.3% bracket

Florida 0% 5.0 9.7 10.1 19.1
Nevada 0% 7.9 13.3 8.9 12.0
Texas 0% 12.1 11.8 12.5 11.9
Washington 0% 7.3 8.9 7.6 6.2
Arizona 4.5% 9.7 6.1 7.3 4.7
Oregon 9.9% 6.1 3.6 4.4 2.2
New York 10.9% 3.4 5.2 4.4 5.0

Note: This table shows the share of departing taxpayers who relocate to each of the most popular destination
states. California tax brackets are defined in 2015 dollars. 2020 state income tax rates for all states can be
found here: https://taxfoundation.org/state-individual-income-tax-rates-and-brackets-for-2020/.

ington, and New York followed behind with 11.9 percent, 6.2 percent, and 5.0 percent of

movers’ taxable income moving to these states, respectively. While some of these are zero-

income tax states, they benefit from the economic activity generated by these income flows,

and state coffers benefit from additional property, sales, and other tax revenues generated

by these new high-income arrivals from California.

The destination states for emigrants from California can be generalized based on their

income tax environments to further highlight trends in migration. Figure 14 shows that

shares of movers that relocate to zero, low, medium, and high tax states over time by

tax bracket.10 For those earning less than $1 million a year, the share of emigrants mov-

ing to each type of destination state remains largely stable over time. For higher earners,

however, there is more volatility, particularly later in the time period, creating somewhat

different trends for lower- and higher-income movers.

For instance, in 2010, 70 percent of emigrants that earned less than $1 million moved

to zero or low-tax states, similar to the 71 percent who did so among taxpayers earning

over $5 million annually. The out-migration destination trends, however, become increas-

ing distinct over time, particularly in the years following the enactment of Proposition 30.

10For definitions of these state tax type categories, we generally adhere to categories outlined in Rauh and
Shyu (2021), which are based on states’ 2012 top marginal income tax rates, though with some adjustments.
Zero tax states are AK, FL, NV, SD, TX, WA, and WY. Low tax states are states with individual income tax
rates between 0.01% and 5.99% in the top bracket; Medium tax states are those with top brackets between 6%
and 7.99%; and High tax states are those with income tax rates above 8% in the top bracket. We consider KS
a Medium tax state through 2012, but a Low tax state thereafter; we consider ME a High tax state until 2013
and a Medium tax state thereafter; finally, we consider IA a High tax state.
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Figure 14: Share of Departing California Taxpayers by Type of Destination
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Note: This figure displays the shares of movers from California that relocate to different types of destination
states over time, indexed such that 2003 is equal to 1 for all destination types. All brackets are in 2015

dollars.

While the destinations of emigrants earning less than $1 million did not change substan-

tially that year, significantly larger shares of higher earning leavers left for states that did

not levy a tax on income than in previous years. In 2012, the share of top bracket movers

relocating to zero tax states jumped by nearly 5 percentage points compared to 2011. By

2013, this share spiked to over 47 percent, 11 percentage points higher than a 2003 to 2011

baseline. Over the course of the 2003 to 2020 time period, the share of high-earning movers

relocating to zero tax states grew by over 30 percent while the share moving to high-tax

states fell by almost 45 percent. This trend lends further support to the idea that much of

the out-migration by high earners may be tax motivated, particularly in the case of the 2012

and 2017 tax events.

The COVID-19 pandemic is distinct from Prop 30 and TCJA in that it was not a di-

rect tax event, meaning that neither California nor Federal income tax rates were explicitly

changed as a result of its onset. States did, however, respond differently to the pandemic

over the course of 2020 by placing restrictions on things like in-person schooling and work
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and limiting public services. California, for example, closed schools for in-person instruc-

tion for 290 days and required closure or at-home operation of non-essential workplaces

for 52 days in 2020. Figure 15 shows the relationship between the change in the share of

movers (in CA AGI terms) from a pre-period of 2013-2018 to 2019 and the percentage of

days in which schools at all levels were required to be closed in a state as measured by

Hale et al. (2021). For both the top bracket and all taxpayers, there is a negative relation-

ship between school closures and the change shares of movers to each state, although this

is not statistically significant when focusing only on the top bracket taxpayers. Among all

taxpayers, there is a statistically significant effect of roughly a quarter percentage point in-

crease in the share of movers to the state for each 10 percentage point smaller percentage of

school days closed.11 For all filers, there is an increase in movement to states like Colorado

and Florida that had relatively fewer days of school closures in 2020. Conversely, Wash-

ington and Nevada, which were popular destinations for California movers during the

pre-period and are also zero-income tax states, saw a smaller inflow of Californian movers

during COVID-19 and both required school closures for 79 percent of 2020.

The relationship between school closures and the change in mover destinations is

stronger for middle-aged individuals, as seen in Figure 16. For moving taxpayers between

age 40 and 60, states like Colorado and Illinois were much more popular during the pan-

demic than they were during the pre-period, and all schools were only shuttered in these

states for 17 and 28 percent of 2020 respectively. Table 4 displays the results for all age

groups; Figures A4 and A5 show the results for movers under 40 and over 60. The strength

of the effect increase to almost one half of a percentage point increase in the share of age

40-60 movers to a state for each 10 percentage point smaller percentage of school days

closed.

Unsurprisingly, whether a taxpayer has any dependents also affects the relationship be-

tween mover destinations in terms of CA AGI and school closures. Figure 17 and Table 5

show that for movers with no dependents across all brackets, there is not a significant dif-

ference between the change in destination states and school closure rates. For movers with

dependents in all tax brackets, however, the share of movers to a state decreases by an av-

erage of 0.5 percent for every additional 10 percent of days of school closures. Again, states

like Washington that were popular destinations in the 2013-2018 pre-period were consider-

11This is baesd on the beta of -0.026 and the stanard error of 0.011, implying a t-statistic of 2.4.
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Figure 15: Change in Mover Destinations (AGI) and COVID-19 School Closures
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 and the percentage of days in 2020 in which schools were required to be

closed due to COVID-19. School closure data is from Hale et al. (2021).

ably less popular around COVID-19 for movers with dependents. Figure A9 shows these

results for only top bracket movers.

Interestingly, the negative relationship between destination states and school closures

does not appear to be linked to COVID-19 case rates. Figure 18 displays that there is only

a very slight positive, yet statistically insignificant, association between the change in the

share of movers choosing each state and the cases per 100,000 people in a state. This sug-

gests that the actual incidence of COVID-19 in a state did not necessarily deter Californi-

ans from migrating to that state, yet school closures do appear to have had an effect on

migration after the start of the pandemic. Appendix Figures A6 through A11 show the re-

lationship between the change in destination states and COVID-19 cases by age group and

dependent heterogeneity.

While COVID-19 did not directly affect income tax rates at the state or federal level, the

pandemic did significantly reduce the tax-funded services that were provided in a given
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Figure 16: Change in Mover Destinations (AGI) and COVID-19 School Closures, Age 40-60
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers between 40 and 60 years old and the percentage of days in
2020 in which schools were required to be closed due to COVID-19. School closure data is from Hale et al.

(2021).

state. As noted previously, California resident taxpayers pay a premium to live in the state

both in terms of income taxes and general cost of living. It is reasonable to hypothesize,

therefore, that the spike in out-migration seen in 2020 could be associated with the COVID-

19 restrictions and lack of services that would be commensurate with the high tax burden

in the state.

9 Mover Origins

Finally, we find different migration trends among California’s counties. As discussed

above, large scale departures of taxpayers and their income can have significant economic

effects, and the diverging regional trends have significant implications for various areas of

the state.

The microdata from the FTB provides each taxpayers’ county of residence in California.
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Table 4: Change in Mover Destinations (AGI), Age Heterogeneity

All Brackets Top Bracket
Under 40 Age 40-60 Over 60 Under 40 Age 40-60 Over 60

School Closure
-.0012 -.0457∗∗∗ -.0370 .0257 -.0463∗∗ -.0110
(.0099) (.0104) (.0205) (.0297) (.0159) (.0188)

COVID-19 Cases
.00005 .00010 .00008 .00007 .00011 .00005

(.00004) (.00005) (.00009) (.00016) (.00009) (.00009)

Note: Regression results show the relationship between the change in the share of movers relocating to each
state between 2019 and 2013-2018 and COVID-19 school closures and case rates by age group. ∗p<0.05;
∗∗p<0.01; ∗∗∗p<0.001

We measure these counties in the year prior to a resident’s move and aggregate the data to

metropolitan statistical areas (MSAs) that adhere to the Office of Management and Budget’s

2013 MSA definitions. This reveals trends about departing taxpayers and what cities they

are departing from, particularly for high-income earners.

For example, departures among taxpayers that earned less than $1 million a year ap-

pear to have occurred throughout the state, whereas departures among the highest earning

taxpayers have predominantly originated in four large MSAs. For individuals moving in

2020, over 88 percent of the highest earning movers left from San Francisco (43%), Los An-

geles (27%), San Jose (13%), and San Diego (5%), whereas about 66 percent of departing

taxpayers that earned less left from these four areas.

Trends in the share of all taxpayers who move from each MSA, however, differ between

all taxpayers and the highest earning taxpayers, as evidenced by Figure 19. From 2003 to

Table 5: Change in Mover Destinations (AGI), Dependent Heterogeneity

All Brackets Top Bracket
No Dependents Has Dependents No Dependents Has Dependents

School Closure
-.010 -.050∗∗ -.012 -.033
(.009) (.017) (.016) (.021)

COVID-19 Cases
.00006 .00012 .00004 .00017

(.00004) (.00009) (.00007) (.00011)

Note: Regression results show the relationship between the change in the share of movers relocating to each
state between 2019 and 2013-2018 and COVID-19 school closures and case rates by dependent heterogeneity.
∗p<0.05; ∗∗p<0.01; ∗∗∗p<0.001
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Figure 17: Change in Mover Destinations (AGI) and COVID-19 School Closures, Dependent
Heterogeneity, All Brackets
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers in all brackets with or without dependents and the

percentage of days in 2020 in which schools were required to be closed due to COVID-19 in each state.
School closure data is from Hale et al. (2021).

2019, the share of all taxpayers who move for those earning less than $1 million a year is

most commonly highest for San Diego, although San Francisco takes first place at the end

of the period. Meanwhile, Los Angeles consistently has the lowest share of taxpayers who

depart in this group. Out-migration rates for these taxpayers steadily increase for all four

MSAs over time from 2008.

For the highest tax bracket, trends in movers as a share of all taxpayers in each MSA

are not as stable over time. In conjunction with the passage of Proposition 30 in 2012,

the departing share of taxpayers for top bracket filers from San Diego and Los Angeles

spiked by 0.8 and 0.5 percentage points, respectively, from 2011 to 2012. This suggests

that high-earning taxpayers in Southern California might be particularly responsive to tax

policy changes. Meanwhile, the share of top bracket taxpayers who emigrate from San

Francisco have been steadily increased from 2006 to 2018, showing that upward trends in
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Table 6: Share of Movers by MSA (%)

2003-2010 2011-2019
All Total 12.3% All Total 12.3%

Taxpayers bracket Taxpayers bracket
San Jose-Sunnyvale-Santa Clara 14.64 29.94 16.08 34.44
San Diego-Carlsbad 12.67 7.57 12.36 7.28
Los Angeles-Long Beach-Anaheim 6.06 11.08 6.66 12.88
San Francisco-Oakland-Hayward 31.70 35.70 30.35 31.77

Note: This table shows the average share of movers who depart from each MSA over the periods of 2003 to
2010 and 2011 to 2019. Tax brackets are defined in 2015 dollars.

out-migration from Northern California have typically been more gradual for the highest

earners. During the COVID-19 pandemic, however, San Francisco shows the greatest spike

in the share of high-income taxpayers that leave, increasing by 70 percent from the previous

to top 4 percent from 2019 to 2020. In fact, percentage of top-bracket taxpayers that move

jump for all four MSAs, showing that an increase in out-migration of high earners was

dispersed throughout the state during the pandemic.

Even more drastic were the spikes in taxable income represented by the highest-income

taxpayers departing Los Angeles and San Diego in 2012. The taxable income of high-

earning out-movers from Los Angeles amounted to 2.6 percent of the MSA’s total taxable

income in that tax bracket, while that of leavers from San Diego totaled 2.9 percent of all

taxable income in the MSA among high-earners in 2012. From 2019 to 2020, spikes in tax-

able income of high income leavers from San Francisco and San Jose were notable, reaching

4.5 and 4.6 percent of all top-bracket taxable income in these MSAs, respectively. Similar

to trends seen in the mover share of taxpayers by MSA, however, the trends in shares of

taxable income of emigrants in all brackets are more stable over the time period. Shares

of taxable income leaving all four cities have been gradually increasing since 2008, with

slightly higher increases and relative spikes at the end of the period in San Francisco and

San Jose. Based on this, it appears that the out-migration effects associated with COVID-19

likely had a significant economic impact in Northern California specifically.
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Figure 18: Change in Mover Destinations (AGI) and COVID-19 Case Rates
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 and the total number of cases of COVID-19 in a state in 2020. Case data is

from Hale et al. (2021).

10 Conclusion

While much has been written about California’s recent low population growth rate and the

exodus of companies and their CEOs, our analysis of microdata on taxpayers in the state

sheds light on the migration patterns of income earners in the state’s various tax brackets,

and their potential impact on economic activities and revenue in the state. In addition to

expanding the findings of Rauh and Shyu (2022) around Proposition 30 to explore how out-

migration affected taxable income and tax revenue in California, this paper also considers

the impacts of TCJA and the COVID-19 episode on out-migration and calculates taxable

income and tax revenue effects.

We find that high-income earners appear to be very responsive to tax policy changes,

with spikes in departure rates of these taxpayers in 2012 and 2017 following the enact-

ment of Proposition 30 and the TCJA’s $10,000 cap on the state and local tax deduction.

Further, we find that particularly for the highest-income earners, the rate of out-migration
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Figure 19: Movers as a Share of All Taxpayers by MSA
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Note: This figure displays the share of all taxpayers who depart from each MSA. All brackets are in 2015
dollars.

outweighs the average rate of in-migration by over 0.5 percentage point from 2001 to 2018,

and spikes to over 1.5 percentage points for the very highest earners around the tax events

we study.

These spikes, however, paled in comparison to those related to the COVID-19 pan-

demic. Departure rates for filers making over $5 million rose to 3.75 percent, swamping

the in-migration rate of 0.42 percent for filers at the same income level. This departure

rate was more than 2 percentage points higher than the income-weighted baseline of 1.6

percent from 2001 to 2018.

The economic implications of these increases in out-migration are significant for the

state. With high-earning individuals moving out, so too does a large portion of their in-

come. This represents a loss of economic activity and tax revenues. We estimate that in

2019 alone, nearly $30 billion in taxable income was earned by taxpayers who moved out

of California in the next year while just $19 billion was earned by those moving in, result-

ing in a net outflow of nearly $11 billion that could have been taxed by the state. This
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Figure 20: Movers’ Share of Taxable Income by MSA
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Note: This figure displays the share of an MSA’s taxable income that was earned by taxpayers who moved
out of California in the next year. All brackets are in 2015 dollars.

loss is compounded over time as the income growth of movers occurs in an emigrant’s

destination state, rather than in California.

Since approximately 2007, the highest income earners are increasingly fleeing Califor-

nia’s high-tax environment in favor of settling in zero income tax states like Nevada, Texas,

Washington, and Florida, suggesting that these moves may be tax motivated. These zero

income tax states are still popular destinations in 2020, but we also see a negative associ-

ation between migration rates during the COVID-19 pandemic and statewide school clo-

sures. Finally, while intrastate movers have been more likely to leave from the Bay Area

for most of the time period, there is a distinct increase in out-of-state departures for high-

income movers leaving San Francisco at the end of the period around the COVID-19 pan-

demic.

Because California’s tax revenues have become increasingly reliant on a relatively small

number of very high-income earners who are highly responsive to changes in tax policy

and the economic environment, the state’s finances depend to some extent on these in-
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dividuals remaining in the state and paying taxes. A state ballot initiative proposing an

additional 1.75 percent tax on individuals earning over $2 million a year will be voted on

in November.12 It is important to take into account the evident behavioral response and

highly mobile nature of these individuals in considering the amount of revenue such a tax

increase is likely to generate in comparison to its potential economic impact.

12An explanation of this 2022 ballot measure can be found here.
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Appendix

Table A1: Total Out-Migration by Tax Bracket

2003-2010 2011-2019 All Years
<$51,530 954,889 1,282,592 2,237,481
9.3% bracket 354,054 546,065 900,119
10.3% bracket 4,765 10,017 14,782
11.3% bracket 7,543 14,958 22,501
12.3% bracket under $2 million 4,792 9,036 13,828
$2-5 million 1,528 2,850 4,378
>$5 million 634 1,256 1,890
Total 1,328,205 1,866,774 3,194,979

Table A2: California County Classification, per CDC

Rural Alpine, Amador, Calaveras, Colusa
Del Norte, Glenn, Humboldt, Inyo

Lake, Lassen, Mariposa, Mendocino
Modoc, Mono, Nevada, Plumas

Sierra, Siskiyou, Tehama, Trinity
Tuolumne

Suburban Butte, Contra Costa, El Dorado, Fresno
Imperial, Kern, Kings, Madera

Marin, Merced, Monterey, Napa
Placer, San Benito, San Bernardino

San Joaquin, San Luis Obispo, San Mateo
Santa Barbara, Santa Cruz, Shasta, Solano

Sonoma, Stanislaus, Sutter, Tulare
Ventura, Yolo, Yuba

Urban Alameda, Los Angeles, Orange
Riverside, Sacramento, San Diego

San Francisco, Santa Clara
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Table A3: Share of Movers from California by Destination State in 2018 (%)

Top Tax Bracket Rate in State All Taxpayers Total 12.3% bracket
Florida 0% 4.4 8.8
Nevada 0% 8.4 11.2
Texas 0% 10.9 12.2
Washington 0% 8.1 8.6
Arizona 4.5% 9.5 5.7
New York 8.8% 4.8 9.5
Oregon 9.9% 6.7 3.4

Note: This table shows the share of departing taxpayers who relocate to each of the most popular destination
states. California tax brackets are defined in 2015 dollars. 2018 state income tax rates for all states can be
found here: https://taxfoundation.org/state-individual-income-tax-rates-brackets-2018/.

Table A4: Share of Movers from California by Destination State in 2013 (%)

Top Tax Bracket Rate in State All Taxpayers Total 12.3% bracket
Florida 0% 4.6 10.4
Nevada 0% 8.0 14.6
Texas 0% 11.3 15.0
Washington 0% 7.5 6.4
Arizona 4.5% 8.0 5.7
New York 8.8% 5.2 10.0
Oregon 9.9% 6.1 2.5

Note: This table shows the share of departing taxpayers who relocate to each of the most popular destination
states. California tax brackets are defined in 2015 dollars. 2013 state income tax rates for all states can be
found here: https://taxfoundation.org/facts-figures-2013-how-does-your-state-compare/.

Table A5: Share of Taxable Income of Movers by Destination State in 2018 (%)

Top Tax Bracket Rate in State All Taxpayers Total 12.3% bracket
Florida 0% 7.7 16.0
Nevada 0% 9.3 14.2
Texas 0% 10.8 8.5
Washington 0% 8.6 6.8
Arizona 4.5% 7.1 3.3
New York 8.8% 6.0 7.0
Oregon 9.9% 5.1 2.6

Note: This table shows the share of taxable income of all departing taxpayers that flows to each of the
most popular destination states when these individuals move. California tax brackets are defined in
2015 dollars. 2018 state income tax rates for all states can be found here: https://taxfoundation.org/
state-individual-income-tax-rates-brackets-2018/.

41

https://taxfoundation.org/state-individual-income-tax-rates-brackets-2018/
https://taxfoundation.org/facts-figures-2013-how-does-your-state-compare/
https://taxfoundation.org/state-individual-income-tax-rates-brackets-2018/
https://taxfoundation.org/state-individual-income-tax-rates-brackets-2018/


Table A6: Share of Taxable Income of Movers by Destination State in 2013 (%)

Top Tax Bracket Rate in State All Taxpayers Total 12.3% bracket
Florida 0% 6.8 10.1
Nevada 0% 9.8 14.3
Texas 0% 12.7 13.1
Washington 0% 6.9 4.7
Arizona 4.5% 6.0 3.4
New York 8.8% 10.6 20.1
Oregon 9.9% 4.0 1.2

Note: This table shows the share of taxable income of all departing taxpayers that flows to each of the
most popular destination states when these individuals move. California tax brackets are defined in
2015 dollars. 2013 state income tax rates for all states can be found here: https://taxfoundation.org/
facts-figures-2013-how-does-your-state-compare/.
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Figure A1: Departure Rates by Taxpayer Age and Tax Bracket
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Note: This figure displays the rate of out-migration for each tax bracket by year for taxpayers who file as a California resident taxpayer in year t
and as a non-resident in year t+ 1 by age. All tax brackets are in dollars.
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Figure A2: Number of Top Bracket Taxpayers over time
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Note: This figure displays the number of taxpayers in the 12.3 percent income tax bracket over time. Dollar
amounts are in 2015 dollars.
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Figure A3: Intrastate Movers as a Share of All Taxpayers in the Area
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Note: This figure displays out-movers and in-movers in the Bay Area and the Greater Los Angeles Area as a
share of all taxpayers in that area over time. Bay Area counties include San Francisco, Santa Clara, Marin,
Contra Costa, Alameda, San Mateo, Solano, Napa, Sonoma, and Santa Cruz. Greater Los Angeles counties

include Los Angeles, Orange, Riverside, Ventura, and San Bernardino.
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Figure A4: Change in Move Destinations (AGI) and COVID-19 School Closures, Under 40
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers under 40 years old and the percentage of days in 2020 in
which schools were required to be closed due to COVID-19. School closure data is from Hale et al. (2021).
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Figure A5: Change in Move Destinations (AGI) and COVID-19 School Closures, Over 60
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers over 60 years old and the percentage of days in 2020 in

which schools were required to be closed due to COVID-19. School closure data is from Hale et al. (2021).
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Figure A6: Change in Mover Destinations (AGI) and COVID-19 Case Rates, Under 40
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers under 40 and the total number of cases of COVID-19 in a

state in 2020. Case data is from Hale et al. (2021).
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Figure A7: Change in Mover Destinations (AGI) and COVID-19 Case Rates, Age 40-60
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers between 40 and 60 years old and the total number of cases

of COVID-19 in a state in 2020. Case data is from Hale et al. (2021).
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Figure A8: Change in Mover Destinations (AGI) and COVID-19 Case Rates, Over 60
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers over 60 years old and the total number of cases of

COVID-19 in a state in 2020. Case data is from Hale et al. (2021).
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Figure A9: Change in Mover Destinations (AGI) and COVID-19 School Closures, Dependent
Heterogeneity, Top Bracket
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers in the top bracket with or without dependents and the
percentage of days in 2020 in which schools were required to be closed due to COVID-19 in each state.

School closure data is from Hale et al. (2021).
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Figure A10: Change in Mover Destinations (AGI) and COVID-19 Case Rates, Dependent Hetero-
geneity, All Brackets
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers in all brackets with or without dependents and the total

number of cases of COVID-19 in a state in 2020. Case data is from Hale et al. (2021).
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Figure A11: Change in Mover Destinations (AGI) and COVID-19 Case Rates, Dependent Hetero-
geneity, Top Bracket
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Note: This figure displays the difference in the share of movers’ CA AGI relocating from California to each
state between 2019 and 2013-2018 for taxpayers in the top bracket with or without dependents and the total

number of cases of COVID-19 in a state in 2020. Case data is from Hale et al. (2021).
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