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Overview
§ The drivers behind state fiscal boom in 2021
§ Long-term trends in state personal income tax revenues
§ Capital gains and the stock market
§ Trends in personal income tax revenues since the Great Recession
§ Is the boom over? Early signs of weakness in personal income tax revenues
§ Trends in (un)employment and wages
§ Demographic trends and its implications for personal income tax revenues
§ What’s ahead for state budgets?
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The state fiscal boom during the second year of 
COVID-19
§ Inflation, inflation, inflation

§ Supply chain bottlenecks and unprecedented labor shortages drove annual inflation to 4.7% 
in 2021, a 30-year high. Current inflation rates are above 8%

§ The pandemic increased spending on taxable goods
§ Robust stock market 

§ In 2021, the S&P 500 stock index rose by 33%, the fastest annual rate since 1983.
§ IPO bonanza

§ The IPOs boomed in 2021, with companies raising billions through listings.
§ Anticipation of federal tax rate hikes

§ The Biden administration stated plans to hike the tax rate on corporations (from 21% to 28%) 
& on capital gains (from 20% to 39.6% for taxpayers making more than $1 million a year)
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Long-term trends in personal income tax revenues
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Personal income tax revenues as share of total 
taxes doubled in the past 50 years
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State government personal income tax revenues 
as share of GDP
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State personal income tax revenues became far 
more volatile since 2000’s
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Growth in personal income, adjusted gross 
income, and major AGI components
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2013 2014 2015 2016 2017 2018 2019

Personal income 1.3% 5.5% 4.7% 2.6% 4.6% 5.0% 5.1%

AGI -0.3% 7.2% 4.6% 0.5% 7.8% 5.8% 2.7%

Wages and salaries 2.3% 4.3% 5.1% 1.7% 5.1% 4.4% 4.6%

Capital gains income -19.5% 43.2% -0.3% -10.9% 38.3% 8.1% -6.5%

Partnership & S-corporation income -1.2% 9.6% 8.2% -0.2% 8.3% 1.0% 0.3%

All other elements of AGI -3.1% 6.9% 3.3% 0.6% 7.5% 12.0% 0.6%



Capital gains and the stock market
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Long-term trends in GDP vs in S&P 500
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Most recent trends in GDP vs in S&P 500
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Capital gains are volatile
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Capital gains are loosely related to the stock 
market
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Income-tax states ranked by a measure of capital 
gains dependence
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Trends in personal income tax revenues since 
the Great Recession
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Large fluctuations in personal income tax revenues 
driven by volatile estimated payments
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Trends in personal income taxes
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Trends in withholding taxes
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Trends in estimated taxes
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Is the fiscal boom over?
Early signs of weakness in personal income tax 
revenues
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Early signs of weakness in personal income tax 
revenues
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Early signs of weakness in withholding
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Large volatility in estimated payments
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Large variation in estimated payments across the 
states
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Trends in (un)employment and wages and the 
implications for personal income tax revenues
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Unemployment rates spiked during the recessions, 
while the labor force saw steady declines
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Growth in average hourly earnings is not keeping 
up 
with inflation
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Average hourly earnings increased for all 
professions
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Average hourly earnings not keeping up with 
inflation 
for most professions
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Demographic trends and its implications for personal 
income tax revenues
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Aging population is a major concern; less revenues 
and more spending pressures for health care and 
pensions

WWW.TAXPOLICYCENTER.ORG 31

Percent change Share of total population

Age group 2000-2010 2010-2020 2000-2020 2000 2010 2020
Total population 9.6% 6.5% 16.8% 100.0% 100.0% 100.0%
Age 0-4 5.3% -4.4% 0.6% 6.8% 6.5% 5.9%
Age 5-17 1.4% -0.8% 0.6% 18.9% 17.4% 16.2%
Age 18-59 8.5% 1.4% 10.0% 58.1% 57.5% 54.7%
Age 60-64 56.4% 22.4% 91.5% 3.8% 5.5% 6.3%
Age 65+ 15.4% 37.5% 58.7% 12.4% 13.1% 16.9%



Declining birth rate and working-age population 
challenge
Population change by age group and by state, 2020 vs 2015
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What’s ahead for state budgets?
§ High inflation
§ Rising interest rates
§ Reduced consumer confidence 
§ Slowing revenue growth
§ Increased spending pressures, exacerbated by higher cost
§ Absence of additional federal stimulus money
§ Unstable market conditions
§ High energy and food prices
§ Geopolitical uncertainties 

WWW.TAXPOLICYCENTER.ORG 33



Need more information and detailed 50-state tax 
data?
§ Visit Urban Institute’s State and Local Finance Initiative webpage
§ Read our State Tax and Economic Review Quarterly Reports, which cover the current status 

of state tax revenue performance
§ Contact me to receive our Monthly State Revenue Highlights by email
§ Get access to our timely state tax databases, including

§ Annual State and Local Government Gambling Revenue Data

§ Monthly State Government Tax Revenue Data
§ Monthly State Government Personal Income Tax Data

§ Quarterly State Government Tax Revenue Data

§ Annual State Government Tax Revenue Collections versus Official Forecasts

§ Monthly State Government Marijuana Tax Revenue Data
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https://www.urban.org/policy-centers/cross-center-initiatives/state-and-local-finance-initiative/projects/state-tax-and-economic-review/data-subscriptions
https://www.urban.org/policy-centers/cross-center-initiatives/state-and-local-finance-initiative/projects/state-tax-and-economic-review/data-subscriptions
https://www.urban.org/sites/default/files/2019/11/10/gamblingtaxrevenue_annual.xlsx
https://www.urban.org/sites/default/files/stategovtaxes_monthly_0.xlsx
https://www.urban.org/sites/default/files/stategovpit_monthly_0.xlsx
https://www.urban.org/sites/default/files/stategovtaxesquarterly.xlsx
https://www.urban.org/sites/default/files/stategovtaxrevenueforecasts_0.xlsx
https://www.urban.org/sites/default/files/2019/11/10/stategovmarijuanataxes_monthly.xlsx


Thank you!

Lucy Dadayan

LDadayan@urban.org
@LucyDadayan

`````202-261-5425
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