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Executive Summary

▪ In the last 20 years, U.S. states with larger income tax cuts for seniors (aged 65 and
above) experienced faster growth in population, real GDP, and employment.

▪ The finding is robust when we control for concurrent tax changes for other groups,
e.g., non-seniors (aged 64 and below), taxpayers at the bottom 90% of the national
income distribution, and taxpayers at the top 10% of the national income distribution.

▪ We estimate that each percentage point reduction in a state’s net income tax rate for
seniors is associated with an increase in the annual growth rate of state population,
employment, and real GDP by around 0.2 percentage points.

▪ The new policy in Wisconsin, where retirees aged 67 and up are allowed to exclude
up to $24,000 in retirement income from state income taxes, is estimated to raise the
annual growth rate of the state’s population, employment and real GDP by around
0.13 percentage points.



Income tax breaks for seniors (aged 65 and above) exist in every U.S. state that has an
individual income tax (Brewer et al., 2023). More of these breaks are being proposed
and adopted at both the federal and state level. On July 1, 2025, the U.S. Senate passed
a tax-and-spending bill that includes a $6,000 per person deduction for seniors (Ebeling,
2025). On the same day, Governor Evers and GOP leaders in Wisconsin State Legislature
reached a budget deal that allows retirees aged 67 and up to exclude up to $24,000 in
retirement income from state income taxes (Kremer, 2025).

One argument for these tax breaks is that they “attract and retain retirees, with the pre-
sumption that these constituents are especially beneficial for economic growth" (Brewer
et al., 2022). This article provides some evidence consistent with this argument.

The vertical axis of figure 1 plots the annualized growth rate of each state’s population
in 2005-2024, where the District of Columbia is treated as a state throughout this article.
The horizontal axis plots the change in the net state income tax rate for seniors during the
same period. The negative slope of the fitted line indicates that states with larger tax cuts
for seniors experienced faster population growth in the last 20 years.

AL
AK

AZ

AR CA

CO

CT

DEDC

FL

GA

HI

ID

IL

INIA KS
KY

LA

ME

MDMA

MI

MN

MS

MO

MT

NE

NV

NH
NJNM

NY

NC

ND

OH

OK
OR

PARI

SC

SD
TN

TX

UT

VT

VA

WA

WV

WY

WI

0

.5

1

1.5

2

St
at

e 
po

pu
la

tio
n

An
nu

al
ize

d 
gr

ow
th

 ra
te

 (%
) i

n 
20

05
-2

02
4

-6 -4 -2 0 2 4
Change in net state income tax rate for seniors (%): 2005-2024

Figure 1: State population and the net income tax rate for seniors: 2005-2024

Figures 2, 3 and 4 at the end of this article show similar patterns for state real GDP, real
GDP per capita and employment, respectively. The slope of the fitted line is negative in all
three cases, indicating that states with larger tax cuts for seniors also experienced faster
growth in real GDP, real GDP per capita and employment in the last 20 years.
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Table 1 shows that these patterns are robust when we regress the annualized growth rate
of each of the four variables (population, real GDP, real GDP per capita, and employment)
against concurrent changes in the net state income tax rate for four groups of taxpayers:
seniors, non-seniors (aged 64 and below), taxpayers in the bottom 90% of the national
income distribution, and taxpayers in the top 10% of the national income distribution.
Estimates in the first row suggest that each percentage point reduction in a state’s net
income tax rate for seniors is associated with an increase in the annual growth rate of state
population, real GDP, and employment by around 0.2 percentage points. The estimate
for real GDP per capita is of the same sign but small in magnitude and not statistically
different from zero. Together, the estimates suggest that state income tax breaks for
seniors have a significant impact on economic growth.

Table 1: State income tax rate and economic growth: 2005-2024

Annualized growth rate (%) of state

Change in net tax rate (%) for population real GDP real GDP per capita employment

Seniors (65 and above) -0.191 -0.253 -0.059 -0.170
(0.076) (0.120) (0.080) (0.074)

Non-seniors (64 and below) -0.287 -0.484 -0.192 -0.485
(0.222) (0.441) (0.378) (0.317)

Bottom 90% 0.280 0.435 0.152 0.467
(0.225) (0.414) (0.339) (0.298)

Top 10% 0.099 0.107 0.007 0.136
(0.055) (0.109) (0.085) (0.066)

Constant 0.811 1.754 0.934 1.264
(0.137) (0.241) (0.161) (0.136)

Observations 51 51 51 51

Notes. Due to data availability, the growth rate and tax changes in the last column are between
2005 and 2023.

According to Wisconsin Legislative Fiscal Bureau (Lang, 2025), the number of full-year
resident filers where at least one individual on the return is aged 67 or older in tax year
2025 is estimated to be 577,080. Among them, 278,162 are estimated to receive a tax
cut under the new policy where retirees aged 67 and up are allowed to exclude up to
$24,000 in retirement income from state income taxes, and the average amount of tax
cuts is $1,010. Using these numbers, we estimate that the policy would reduce the net
state income tax rate for Wisconsin’s seniors by around 0.63 percentage points. Based
on estimates in Table 1, the policy would raise the annual growth rate of Wisconsin’s
population, employment and real GDP by around 0.13 percentage points.
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Data and Measurement

The four outcome variables for each state (population, real GDP, real GDP per capita and
employment) are obtained from the U.S. Bureau of Economic Analysis. Let 𝑦𝑠,𝑡 be the level
of one of the four variables in state 𝑠 in year 𝑡. We calculate the annualized growth rate in
2005-2024 for the first three variables as 100 × [( 𝑦𝑠,2024

𝑦𝑠,2005
)

1
19 − 1]. Because state employment

is only available until 2023, we calculate its growth rate as 100 × [( 𝑦𝑠,2023
𝑦𝑠,2005

)
1
18 − 1].

For changes in the net state income tax rate for different groups of taxpayers, we use
data from the Annual Social and Economic Supplements (ASEC) to the Current Popula-
tion Survey (CPS). Conducted monthly by the U.S. Census Bureau on behalf of the U.S.
Bureau of Labor Statistics, CPS is the source of official Government statistics on employ-
ment and unemployment. ASEC is conducted annually in the months of February, March
and April. In addition to the usually monthly labor force data, ASEC provides supple-
mental data on work experience, non-cash benefits, migration and income, including both
total income and income components from the preceding year. Using these information
and data from other sources, such as the Internal Revenue Service, the Census Bureau
constructs tax filing units from ASEC respondents and estimates the gross income and
tax liability for each unit (Lin, 2022).

We categorize all tax filing units in each year into two groups based on age and two other
groups based on income. The first group, for seniors, includes (1) married couples filing
jointly where at least one spouse is 65 or older, and (2) single filers and household heads
who are 65 or older. The second group, for non-seniors, includes (1) married couples
filing jointly where both spouses are 64 or younger, and (2) single filers and household
heads who are 64 or younger. The third group includes those in the bottom 90% of
the national income distribution, and the last group includes those in the top 10% of the
national income distribution. The two income groups are defined in the same way as Zidar
(2019), who find that tax cuts for the bottom 90% have a significant effect on economic
growth, while tax cuts for the top 10% have no significant effect. Different from Zidar
(2019), who focuses on changes in the federal income tax and the heterogeneous impact
by household income, we focus on changes in state income tax and the heterogeneous
impact by age. We include tax changes for the two income groups for robustness.

For each state in each year, we calculate the net state income tax rate for each of the four
groups as the ratio between (1) the sum of state income tax liability after credits across all
tax filing units in the group and (2) the sum of adjusted gross income across all tax filing
units in the group. We then calculate the change for each group in each state between
2005 and 2024 when the outcome variables are state population, state real GDP and
state real GDP per capita, and calculate the change between 2005 and 2023 when the
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outcome variable is state employment. We start from 2005 because it is the first year
when state income tax liability after credits is available in ASEC.

The estimates by Lang (2025) mentioned above imply that, for tax filers where at least one
member is 67 or older, the new policy in Wisconsin would reduce their state income taxes
by about $487 (= $1010 × 278,162

577,080
). We subtract this number from the net state income tax

of each Wisconsin filing unit in ASEC where at least one member is 67 or older, and use
the adjusted taxes to calculate the projected net state income tax rate under the policy.
Finally, we estimate the impact of the policy on the net state income tax rate for seniors
as the difference in the rate with and without the policy.

Additional Figures
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Figure 2: State GDP and the net income tax rate for seniors: 2005-2024
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Figure 3: State real GDP per capita and the net income tax rate for seniors: 2005-2024
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Figure 4: State employment and the net income tax rate for seniors: 2005-2023
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