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We are living in times of peak wealth. A current standard of living has globally reached 
levels like never before. Even though there live more than eight billion people on this 
planet, the absolute number of people living in poverty is nowadays lower than it has 
been 60 years ago, when there were only three billion people living on this planet. One 
of the key drivers of this rapid development was the collapse of the Soviet Union and 
the subsequent participation of China and Russia in globalization. This lead to an 
exponential economic growth since trade opened up the unlimited potential of 
exchanging goods and services with countries with a limitless amount of resources in 
commodities and labor, compared to the time before.  

However, globalization was not the only factor favoring this development. In addition, 
a prolonged period of peace supported the development of economic growth. 
However, certain streams try to badmouth the success of this economic development 
using two techniques.  

One reason why certain statistics seem to indicate a declining wealth is wrong 
measurement. An example would be the more novel representation of economic 
development in relative, instead of absolute terms. In this sense, the calculation of the 
poverty rate based on the comparison of the income level of the lowest incomes vs. 
the highest income in a region will be immediately skewed as soon as a billionaire 
moves into this region.  

Another reason why poverty levels seem to increase is the specter of inequality. By 
measuring someone’s level of wealth against someone else’s wealth, one can always 
define one subject to be rich and thus, the other subject to be poor.  

According to this definition, the U.S. is the most unequal country with respect to its 
distribution of wealth. However, countries such as China and Russia turn out to be 
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much more unequal than the U.S. The reason lies in the definition of inequality. 
Inequality is defined as how much the one percent of the most wealthy in any country 
own in comparison to the rest. In the U.S., that share is 37%, while in Russia this share is 
about 66% and in China more than 70%. This ratio is caused by the political structure 
of these countries, since in communistic regimes, dictators can decide who ones how 
much of what.  

Nevertheless, people think that the wealth in the West is most unequally distributed. 
Based on this false assumption, there are constant attempts to reduce and 
redistribute wealth, as well as introduce regulations, which attempt to make us poorer 
again.  

One of these regulation attempts are wealth taxes. In 2022, global inequality 
decreased, because of a decline in wealth of the richest people on this earth. However, 
organizations such as Oxfam applied different calculation methods in order to present 
it in a way that indicated an increase of global inequality during that period. Based on 
this false observation, the G20 are now planning to introduce a global net wealth tax 
in order to redistribute wealth.  

A good example for what to expect is given by Spain, where a solidarity wealth tax was 
introduced on top of regional wealth tax, where the solidarity tax ranges from 1.7% to 
3.5% on individuals exceeding a net wealth of EUR 3 million.  

Knowing that wealth taxes disincentivizes entrepreneurship and harm innovation and 
long-term growth, many OECD countries have repealed wealth taxes. Currently, there 
are only four countries, which have a wealth tax in place. These countries are 
Columbia, Norway, Spain and Switzerland. 

There also exist wealth taxes on selected assets such as transferable assets. France, 
as an example, has a wealth tax on real estates, Italy a tax on financial assets and 
properties held abroad, Belgium has a tax on security accounts, and the Netherlands 
have a tax on net wealth excluding the primary residency and substantial interest in 
companies.  

There are several reasons why wealth taxes have been abolished, and why they should 
be abolished. First, the faulty design of these wealth taxes has created problems in 
countries, which implemented them. They have been either unconstitutional or violate 
European law regarding property rights and non-discrimination. Secondly, they create 
a double-taxation and could therefore be confiscatory in some instances. A wealth 
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tax of 2% on bond holdings and bank deposits would for example confiscate all interest 
earnings at current rate levels, which would lead to people not be able to save 
anything and become poorer due to inflation. The effect of a 5% wealth tax on low rate 
of return assets, such as 2% rate of return, would mean a 250% tax rate. In case of a 
10% rate of return asset, a 5% wealth tax would mean only a 50% tax rate on this return. 
Therefore, the wealth tax would be less neutral towards normal rates of return, placing 
a higher burden on those on the margin deciding whether to invest or to consume.  

The cumulative nature of the net wealth tax and its potential negative effects on 
savings and investment depends on the rest of the tax system. Also, its interaction with 
other taxes on capital play an important role.  Some of the countries that levy a net 
worth tax do not impose taxes on the transfer of capital or on capital gains. For 
instance, in Switzerland, there is no capital gains tax on mobile assets and almost all 
cantons have abolished inheritance and gifts from parents to children. Therefore, the 
Swiss wealth tax substitutes the capital gains and real estate tax, which are common 
in other countries. Considering the net wealth tax, the marginal tax rate can reach up 
to 100%. In case of Switzerland, effective marginal tax rates reach more than 50%-75%, 
depending on the types of investment. Meanwhile, in Norway, the inheritance tax was 
repealed, and leading to an effective marginal tax rate of about 50%. In case of Spain, 
apart from wealth taxes, Spain also levies a capital transfer tax, a capital gains tax, a 
financial transaction ax, a real estate tax, and one of the highest inheritance and gift 
taxes in Europe, leading to an effective marginal tax rate of well beyond 100%.  

This shows how a cumulative levy of different taxes, such as personal and capital 
income tax, as well as net wealth taxes would lead to an effective marginal tax rate 
above 100%, and thus, to a decline in real value of savings, since the entire return of 
investments is taxed away.    

One of the main arguments of the proponents of a wealth tax on top of a capital 
income tax is that it could encourage tax payers to use their assets more productively. 
For example, if a household owns land, which does not generate any income, then this 
land is not taxed. However, if a wealth tax is imposed, then the household would have 
an incentive to turn this land into a productive asset which generates income in order 
to offset the wealth tax. This includes selling the land to individuals or entrepreneurs 
who are able to turn the land into a more productive asset. However, research shows 
that replacing capital income tax with a wealth tax shifts the tax burden to 
unproductive entrepreneurs, where efficiency gains would only occur because capital 



4/5 
 

is being transferred to high return individuals who accumulate then even more wealth 
through greater savings caused by the higher yields. 

Wealth taxes do not discourage investment in general, but they discourage 
investment in low return assets, and incentivize investment in either high return assets 
which are usually riskier, or to consume wealth. OECD studies show that wealth taxes 
discourage entrepreneurship, harm innovation, and impact long-term growth. As 
such, a 2020 Tax Foundation study showed that the introduction of a wealth tax in the 
U.S. would reduce economic output and lead to a decline in national income. 

Another reason why wealth taxes should be abolished and not be introduced is that 
they reduce employment, wages, investment, and output. The introduction of a Piketty 
wealth tax over a period of 10 years would be devastating, as it would lead to a decline 
in wages of 5.20%, 1.12 million jobs would be lost, the capital stock would be 60.50% 
lower than otherwise, and the overall economy would have 6.10% less output than the 
status quo. The result would be a loss in USD 1 trillion of wealth, while the revenue 
generated by this wealth tax would reach only USD 63 billion. 

Even though this would be theoretically a tax on the rich, also the poorest would be 
affected by the introduction of a wealth tax through the reduction of economic activity. 
The income of the middle class would be reduced by 7% while the income of the richest 
would be reduced by 13%. The reduction of total income sparks the question of the 
meaningfulness of a wealth tax. No matter where a household finds itself on the wealth 
distribution, it would be affected negatively by a drop in employment, lower wages, 
and a reduction in the supply of goods and services.  

It is true that wealth tax can reduce wealth inequality, but only by the cost of making 
everyone poorer.  

As a matter of fact, wealth taxes are also unsuccessful in their intent because they 
collect very little revenue as they collect hardly one percent of the GDP. In 2022, wealth 
taxes from individuals raised ranged from 0.19% of GDP in Spain to 1.19% of GDP in 
Switzerland. As a share of total revenues, the revenue generated ranged from 0.15% in 
Spain to 4.35% in Switzerland. This shows that with lower tax rates, Switzerland is 
collecting three time more revenue as any other country. One explanation for this 
could be the low exemption thresholds, a broader tax base, and a higher of wealthy 
individuals in the country.  
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The new proposed global two percent wealth tax on the richest people in the world by 
Gabriel Zucman would raise USD 688 billion, an equivalent to 0.70% of the world GDP. 
These estimates are exaggerated, since they are based on the assumption that the 
global wealth structure is distributed the same way as in Switzerland as it was the only 
country which ever able to collect more than 0.80% of GDP through a wealth tax.  

Another reason why wealth taxes are abolished as soon as they are introduced is that 
people vote with their feet. The reason why Sweden abolished their wealth tax is that 
after introduction of a wealth tax, high net worth individuals fled the country. In Norway, 
after the wealth tax was increased from 1% to 1.10%, the government decided to 
approve a higher exit tax. In 2023, after Spain approved their wealth tax, Portugal 
decided to extend its tax regime to non-residents since more Spanish tax payers were 
considering changing their tax residence.  

In the U.S., Washington State has recently advanced a wealth tax proposal over one 
percent tax on tradeable net worth above USD 250 million. State economists estimated 
that the wealth tax would generate USD 3.2 billion per year, USD 1.44 billion, or almost 
44% of that income would have been collected from Jeff Bezos. However, Jeff Bezos’ 
decision to move to Florida eliminated almost half of this tax collection estimate. 

Wealth is concentrated so much at very few, highly mobile, individuals that it would be 
impossible to collect the estimated tax revenues. If just a tiny percentage of these 
individuals decide to move, it would collapse estimated tax revenues.  

Given the limited capacity of tax collecting organizations and the negative impact of 
wealth taxes on entrepreneurial activity, saving, innovation, and long-term growth, 
policy makers should consider repealing them, rather than proposing global wealth 
taxes.  




