Wealth taxes discourage public investment and destroy innovation
Schrager and Akers ‘20 [Allison and Beth, Allison Schrager is a senior fellow at the Manhattan Institute and a City Journal contributing editor, where her research focuses on public finance, pensions, tax policy, labor markets, and monetary policy. She is also the author of An Economist Walks Into a Brothel and co-founder of LifeCycle Finance Partners, LLC, a risk advisory firm. Beth Akers was formerly a senior fellow at the Manhattan Institute, where her work focused on labor economics and the economics of higher education, 10-8-2020, "Issues 2020: What’s Wrong with a Wealth Tax", https://manhattan.institute/article/issues-2020-whats-wrong-with-a-wealth-tax, Manhattan Institute, accessed 7-4-2023 \\pa-zyg]]
Of all the possible types of ways to collect revenue, wealth taxes are the least desirable. Wealth taxes are inefficient and ineffective because wealth is inherently more difficult to measure. Privately held companies, for example, are not traded in public markets, which means that there are no stock prices by which one can objectively gauge their value. Also, financial assets can be hidden or moved abroad with the click of a mouse or converted into other assets that are hard to value. A dozen European countries had a wealth tax in 1990, but most abandoned them because they were ineffective and expensive to administer. In part, the taxes failed to raise much revenue because wealthy individuals easily moved their assets across borders to avoid taxation. Today, only Switzerland, Norway, Belgium, and Spain still have wealth taxes, but the rates—0.3%–1%, 0.85%, 0.15%, and 0.2%–2.5%, respectively—are much lower than the 2%–6% proposed by advocates such as Senator Elizabeth Warren for the United States. With a small enough rate, there is much less incentive to evade the tax, but far less revenue is raised. Switzerland collects the most from its wealth tax; and it only brings in about 3% of its tax revenue.[5] Wealth taxes distort behavior in a way that is harmful to economic growth and national prosperity. By taking a fraction of people’s wealth each year, the tax reduces the return to investing and discourages saving. This can reduce growth because investing and capital accumulation are critical to innovation.
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