A study orl._g.;,evenue a_ d po
~n Massachusetts, New York
Rhode Island, and Washmgton-«

by the Institute for Policy Studies
and the State Revenue Alliance

April 2025

O wisise, INEQUALITY: i i




Policy Brief

New Data Shows Wealth Expands After Higher
State Taxes on High-Income Earners

A study on revenue and potential
in Massachusetts, New York,
Rhode Island, and Washington

O wii INEQUALITY: 1 i

Omar Ocampo, Researcher, Institute for Policy Studies

April 2025

April 2025 | 2



Introduction

Over the past fifty years, the US economy has experienced a significant increase in inequality.
The share of national income that goes to the working-class has been on a gradual decline and,
in 2022, reached its lowest level since the Great Depression.' This process of labor share decline
was accompanied by a wave of tax cuts at the state and federal level that overwhelmingly
benefited the rich, ushering in a new era of extreme inequality and wealth concentration.?

These current levels of economic disparity and tax regression are both unsustainable and harmful
to society. Many studies show that lowering the marginal tax rates for those at the top of the
income distribution does not lead to more economic growth or the creation of good paying jobs.?
If anything, it squeezes the living standards of working families and deprives state governments
of the revenue it needs to deliver essential public goods and services.

Progressive taxation and a wealth tax on the ultrarich are both effective policy tools that can help
reverse inequality and ensure that communities have the health care, schools, and infrastructure
they need to thrive. New data produced and analyzed by the Institute for Policy Studies and the
State Revenue Alliance show that Massachusetts and Washington State have seen tremendous
growth in the number of people with more than $1 million in total wealth since raising taxes on
higher earners. The revenue generated from these tax payments exceeded expectations and is
helping fund essential programs that expand economic opportunity for all.

Key Policy Takeaways

e The number of wealthy individuals and their cumulative wealth grew after the
enactment of higher taxes on high earners in Massachusetts and a progressive
capital gains tax on high-wealth Washingtonians.

e Progressive taxation on million-dollar incomes in Massachusetts and capital gains
in Washington succeeded in collecting additional revenue.

e A wealth tax that targets ultra-high net worth individuals - those with $50 million or
more - puts a minor constraint on their rate of accumulation, but has the potential
to raise significant revenues that can be used to support broad healthcare,
economic, and educational programs that benefit all state residents.

' Karabarbounis, Loukas. “Perspectives on the Labor Share.” Journal of Economic Perspectives 38, no. 2
(Spring 2024): 107-136. https://doi.org/10.1257/jep.38.2.107

2 Saez, Emmanuel and Gabriel Zucman. “The Rise of Income and Wealth Inequality in America: Evidence
from Distributional Macroeconomic Accounts.” Journal of Economic Perspectives 34, no. 4 (Fall 2020):
3-26. https://doi.org/10.1257/jep.34.4.3

3 Hope, David and Julian Limberg. “The Economic Consequences of Major Tax Cuts for the Rich.”
Socio-Economic Review 20, no. 2 (April 2022): 539-559. https://doi.ora/10.1093/ser/mwab061; “Tax Cuts for
the Rich Aren’t an Economic Panacea - and Could Hurt Growth.” Center on Budget and Policy Priorities,
Updated on October 10, 2017.
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Key Findings and Statistics

e Two years into Massachusetts’ millionaires’ tax and a higher tax rate on $250,000
in capital gains in Washington state shows that the millionaire class grew by 38.6
percent in Massachusetts and 46.9 percent in Washington, respectively. Their
wealth grew by more than $580 billion in current dollars in Massachusetts and
$748 billion in Washington state between 2022 and 2024.

e In New York and Rhode Island, the total wealth of those with at least $1 million in
assets grew as well. From 2010 to 2024, these four states saw a total wealth
increase of about 200 percent, from $3.7 trillion to $11.2 trillion.

e The top 0.7 percent of tax return filers in New York received a greater share of the
gross adjusted income than the bottom 76 percent of filers in 2022.

e A two percent wealth tax on individuals with a net worth of $50 million or more
has the potential to raise $7.4 billion in Massachusetts, $21.9 billion in New York,
$700 million in Rhode Island, and $8.2 billion in Washington.

Massachusetts and Washington Succeed in Raising Revenue
Massachusetts serves a model for states interested in progressive taxation.

In November of 2022, the Massachusetts electorate voted to amend its state constitution to
adopt a 4 percent surtax on all income above one million dollars. The purpose of the surtax
proposal, known as the Fair Share Amendment, is to provide the state with extra revenue to help
fund education and public transportation. Opponents of the surtax warned of an imminent exodus
of Bay State millionaires to friendlier tax jurisdictions and the subsequent shrinking of the
Massachusetts tax base.

The academic literature, however, does not support many of the assertions of the anti-tax
movement. Research shows that high net worth individuals tend to be less mobile and exhibit
lower rates of migration compared to the general public.* Their family, business, and social
networks deeply root them to amenity rich locales, thus higher income taxes do not compel the
overwhelming majority of millionaires to move across state lines.

It is two years into the progressive taxation experiment in Massachusetts, and the evidence
supports the academic literature and pro-surtax policy arguments. The revenue collected from
the surtax has exceeded expectations: in the fiscal year of 2024, it raised close to $2.2 billion,

* Young, Cristobal, Charles Varner, Ithai Z. Lurie, and Richard Prisinzano. “Millionaire Migration and Taxation
of the Elite: Evidence from Administrative Data.” American Sociological Review 81, no. 3 (May 2016):

421-446. hitps://www.asanet.org/wp-content/uploads/attach/journals/juni6asrfeature.pdf
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almost a billion dollars more than what was originally projected.® And in the first three-quarters of
the current budget year, the Massachusetts Department of Revenue reported that it is $786
million above its benchmark with the millionaires’ surtax being responsible for a “significant
portion” of the surplus.® This additional revenue is being put towards university scholarships,
school meals for young children, and necessary road and rail system repairs.’

Data from the IRS’ Statistics of Income program demonstrate that the number of tax returns that
reported an adjusted gross income (AGI) of a million dollars or more in Massachusetts has grown
by 36 percent between 2018 and 2022 — from 20k to 27k.2 Tax stats from the IRS for 2023 are
currently not available.

Massachussets' Millionaire Earners Have Grown Over Recent Years

Number of IRS returns with an AGI of $1M+, 2018-2022
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Our wealth data reveals that the number of millionaires by net worth in Massachusetts rose by
38.6 percent between 2022 and 2024, from 441,610 individuals to 612,109. In current dollars, their
collective wealth increased from $1.6 trillion to $2.2 trillion or 37.3 percent.

5 Ocampo, Omar. “Want More Equality of Opportunity and Social Justice? Copy Massachusetts’ Millionaire’s
Tax.” Inequality.org, October 29, 2024. hitps://inequality.org/article/massachusetts-millionaires-tax/

% Young, Colin A. “Mass. Collects More Taxes Than Expected to Start 2025, Driven by Capital Gains and
Millionaires’ Tax” WGBH, April 4, 2025.
https://www.wgbh.org/news/politics/2025-04-04/mas-collects-more-taxes-than-expected-to-start-2025-driv

en-by-capital-gains-and-millionaires-tax
" Troe, Jessica. “Two Years of Fair Share Funding at Work.” Massachusetts Budget and Policy Center,

October 7, 2024. hitps://massbudget.org/2024/10/07/two-years-fsa/
8 Internal Revenue Service. “SOI Tax States — Historic Table 2.” IRS.

https://www.irs.gov/statistics/soi-tax-stats-historic-table-2
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$1M+ and $50M+ Wealth Brackets Have Skyrocketed in MA

Number of people in Massachusetts with a net worth greater than $1M/$50M, 2010-2024
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Source: WealthX, an Altrata company, 2025

Millionaires in Washington state are equally doing well. There were more than 463 thousand
millionaires in the Evergreen State the year a capital gains tax was introduced. Two years later,
there were more than 681 thousand millionaires with a wealth increase of more than $748 billion,
or 45.2 percent. The introduction of a 7 percent tax on capital gains above $250,000 did not
hamper the millionaire class’ rate of accumulation, but it did succeed in raising more than $1.2
billion.? This revenue has expanded public investment into education and, at the time of writing,
lawmakers in Washington state are considering a 9.9 percent tax on capital gains over a million
dollars.”

° “Second Year Capital Gains Excise Tax Initial Collections Top $433 Million.” Washington State Department
ofRevenue May 14, 2024
htt d b

3- m|II|on
© Werschkul, Misha. “How the Capital Gains Tax Is Funding Communities Throughout the State.”
Washlngton State Budget and Policy Center, August 6, 2024

he- statez Cornfield, Jerry “Democrats in Washington Legislature Reveal Sweeping New Tax Plan.”
Washlngton State Standard, April 15, 2025.

W- tax—plan[
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Washington's $1M+ and $50M+ Wealth Brackets Have Soared

Number of people in Washington with a net worth greater than $1M/$50M, 2010-2024
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Source: WealthX, an Altrata company, 2025

The success of Massachusetts and Washington in expanding their state’s coffers with new
revenue stands in stark contrast to the failure of supply-side economics in Kansas. In 2012,
Republican Governor Sam Brownback instituted one of the largest tax cuts in Kansas history. The
tax reform bill, designed with the help of economist Arthur Laffer, was justified under the pretense
that it would stimulate growth and be revenue neutral. However, the conservative experiment
failed to achieve all of its stated objectives, and five years later, the Kansas state legislature
reversed Brownback’s tax cuts because the cuts failed to stimulate private sector job growth, the
Kansan economy lagged, and the cuts led to harmful and continuous revenue shortfalls.”

In New York and Rhode Island, the potential to raise revenue is considerable due to the growth
and wealth expansion of the millionaire class over the past fifteen years. There were 629,092
millionaires in New York State with $2.3 trillion in total wealth and 22,777 Rhode Islanders with a
net worth of at least a million dollars with wealth totaling $83 billion in 2010. This class grew to
encompass more than 1.8 million New Yorkers with $6.5 trillion and 53,832 Rhode Islanders with
$194 billion by 2024.

From 2010 to 2024, the combined wealth of the millionaire class in the four states surveyed
tripled from $3.7 trillion to $11.2 trillion in current dollars.

" Mazerov, Michael. “Kansas Provides Compelling Evidence of Failure of ‘Supply-Side’ Tax Cuts.” Center on
Budget and Pollcy Prlorltles January 22, 2018
https://www.cb rg/re rch/kan des-compelling-evidence-of-failure-of-supply-side-tax-cuts
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Rhode Island and Income Concentration

A coalition of Rhode Islanders are currently following in the footsteps of Massachusetts.
Encouraged by the Fair Share Amendment, they are recommending a 3 percent surtax on the top
one percent of earners — about 5,700 filers — in their state. They estimate that their tax proposal
will raise about $190 million in additional revenue in its first year of implementation.” Predictably,
the proposal has been met with opposition from both the political and business class who
disseminate the unsubstantiated claim that a modest income tax increase on high income
earners would cause a large-scale flow of outward migration of the wealthy.

Rhode Islanders earned a total of $47.9 billion in adjusted gross income in 2022 with
million-dollar filers, representing 0.3 percent of Ocean Staters, capturing 12.5 percent of AGI.
Meanwhile 76 percent of all filers captured a little over one-third of all adjusted gross income.

Massachusetts, New York, and Washington followed similar patterns of concentrated distribution.
Million-dollar earners represented less than one percent of all filers yet captured a significant
share of the AGI generated in their respective states.

New York is the most brazen example of income concentration. Households in the Empire State
with an AGI of a million dollars or more represented only 0.7 percent of all tax filers in 2022, yet
they earned 26.3 percent of all the adjusted gross income generated for a total of $267.9 billion.
The vast majority of tax filers, 75 percent, earned less than that income group, only 25.8 percent
of total AGI, or $263.3 billion.

At the time of writing, Maryland became the latest state to raise taxes on incomes over a million
dollars, adding a new tax bracket of 6.5 percent for seven figure earners.”® Marylanders who
reported an AGI of a million dollars or more in 2022 were only a fraction of all tax filers, 0.4
percent, yet they captured 12 percent of all AGI.

Million-Dollar Earners Have Concentrated Income in Their Respective States

Year: 2022 Maryland Massachusetts New York Rhode Island Washington
# of filers with $1M+ 13,070 27,270 69,780 1,870 21,530
% of all tax filers 0.4% 0.8% 0.7% 0.3% 0.6%
% of total AGI held 12.0% 21.9% 26.3% 12.5% 15.8%

Source: IPS and SRA analysis of Internal Revenue Service, Statistics of Income

2 Anderson, Patrick. “Should Rich Rhode Islanders Pay Higher Taxes? Here’s What’s Being Proposed, and
Why.” The Prov1dence Journal March 4, 2025.

osed- by—progresswes -federal- medlcald cuts-worries-grow/81406781007/
3 Sears, Bryan P. “Democratic Majority Muscles Spending, Tax Plan through Preliminary Vote.” Maryland
Matters March 26, 2025.

ry- vote[ Budget Bill (Flscal Year 2026), HBO350,
https://mgaleg.maryland.gov/mgawebsite/lL egislation/Details/HBO350
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Wealth Tax in Washington and Revenue Estimates in Four States

It is a widely known fact that wealth is more unevenly distributed than income and a wealth tax is
one way that disperses wealth concentration.”

For a wealth tax to work, design is very important. It needs to exclusively target ultra-high net
worth individuals (UHNW), defined here as any affluent person with more than $30 million in
wealth.” The rationale for such a high wealth threshold is straightforward. This is a group of
individuals who have the resources and liquidity to pay. A wealth tax does not significantly impact
their lives or alter their consumption habits. It merely lowers their rate of capital accumulation.

In our example, we decided to model this tax on individuals with $50 million or more in wealth,
$20 million above our UHNW threshold and about 260 times higher than the median household
income.” The revenue potential is significant across the four states we surveyed and modeled. A
two percent wealth tax on this group of UHNW individuals has the potential to raise $7.4 billion in
Massachusetts, $21.9 billion in New York, $700 million in Rhode Island, and $8.2 billion in
Washington.

Wealth Tax Estimates on Ultra High Net Worth Individuals

Year: 2024 Massachusetts New York Rhode Island  Washington
# of individuals with $50M+ 2,642 7,869 243 2,939
Wealth held by individuals
with $50M+ ($bn) $500.4 $1,488.7 $46.6 $557.0
Revenue Estimate, $bn Massachusetts New York Rhode island Washington
1 percent wealth tax $37 $11.0 $0.3 $4.1
2 percent wealth tax $7.4 $21.9 $0.7 $8.2
3 percent wealth tax $11.0 $32.9 $1.0 $12.3

Source: IPS and SRA analysis of WealthX data

" Menasce Horowitz, Juliana, Ruth Igielnik, and Rakesh Kochhar. “Trends in Income and Wealth Inequality.”

t-are-getting-richer-faster

> Imberg, Maya and Maeen Shaban. “World Ultra Wealth Report 2024.” Altrata, July 24, 2024.
https://altrata.com/reports/world-ultra-wealth-report-2024

' Lord, Bob. “Oligarchy Has Arrived. Congress Must Take Notice — and Act!” Inequality.org, August 22,
2023. hitps://inequality.org/article/tax-the-rich-legislation/; Patriotic Millionaires. “The OLIGARCH Act.”
https://patrioticmillionaires.org/the-oligarch-act

7 The median household wealth was $192,700 in 2022. Aladangady, Aditya, Jesse Bricker, Andrew C.
Chang, Sarena Goodman, Jacob Krimmel, Kevin B. Moore, Sarah Reber, Alice Henriques Volz, and Richard
A. Windle. Changes in US Family Finances from 2019 to 2022: Evidence from the Survey of Consumer
Finances. Washington: Board of Governors of the Federal Reserve System, October 2023.
https://doi.org/10.17016/8799
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Advocates and policymakers in Washington state continue to go back and forth about using a
wealth tax to raise revenue and close the state’s $16 billion deficit.”® A one-time 3 percent wealth
tax on less than 3,000 people in Washington would raise $12.3 billion and bring down their

budget deficit by 76.9 percent.

Conclusion

Regressive taxation and lower tax rates for those at the top of income distribution worsens
inequities in the tax code and reduces revenues available for states to invest in essential health,
economic, and education programs, which contributes to poorer socioeconomic outcomes. When
high-income earners and UHNW individuals acquire more resources, they do not let their money
sit idly in their bank accounts. Instead, they purchase financial assets that expand their economic
pie even further.® The economic and speculative activity of the ultra-wealthy drives up the prices
of these assets, thereby squeezing the household budgets of the working-class. This trend can
only be reversed with a tax regime that targets concentrated wealth and income.

The positive impact of progressive and wealth taxation cannot be overstated. If well designed
and targeted to those at the very top of the income and wealth distribution, it has the potential to
not only improve economic and racial equity in the tax code, but also to raise significant revenue
that can help balance budgets, spur productive public investment, grow existing social programs,
and create new economic initiatives that empower the working-class.

'® Daniels, Chris. “Ferguson Says a Wealth Tax Will Be Vetoed, Urges New Discussions to Close $16B
Def|C|t” KOMO NEWS, April 2, 2025.

eto- sgendmg—package house-senate; Brotherton, Carolyn. “A look into the Department of Revenue’s
wealth tax study.” Econom/c Opportun/ty Institute, January 17, 2025

" Chnstophers Brett. Our lees in Their Portfolios: Why Asset Managers Own the World. London: Verso
Books, 2023.
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