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é¢Tener o no tener?

“To prevent a dangerous rise in the concentration of wealth, the world's
governments ought to co-operate to enact a global wealth tax."(Piketty, 2014)

“[...] la mayor felicidad consiste en que los ciudadanos posean una fortuna media y suficiente; puesto que donde unos
tienen mucho en exceso y otros nada, o aparece una democracia radical o una oligarquia pura o una tirania, motivada
por ambos excesos [...]”, Aristoteles, S. IV AC, Politica.

“It is debatable whether a tax on all wealth is the right way to tax the benefits
derived from holding wealth. It is costly to administer, might raise little revenue,
and could operate unfairly and inefficiently." (Mirrlees Review, 2010)

— will see that certainly there are pros and cons



Antes de evaluar...

... el IP grava implicitamente los rendimientos del ahorro (ademas del propio IRPF y
que esto ultimo es en si mismo “doble imposicion”), que es un impuesto con graves
problemas en su aplicacion, pero que, si, también tiene ventajas. Como con todos los
impuestos, hemos de resolver un “trade-off”, que es especialmente complicado en
este caso.

No obstante, reformas sin tener clara la existencia de ese “trade-off” son un
sinsentido (econdmico). Con los impuestos, no todo deberia valer.

Conclusion (no muy) precipitada

Es un ‘quiero, pero no puedo’ ... al menos con el disefio actual... What a Tax!



Equivalencia entre un tmg_IP=2% y del 1% y tipo mg sobre los rendimientos del K
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Equivalencia tarifa del IP (CAT) y un tipo medio sobre los rendimientos del K
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Equivalencia tarifa del IP (CAT) y un tipo medio sobre los rendimientos del K + limite
confiscatoriedad (y r=4%: rendimiento “normal”)
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Presion fiscal total sobre el ahorro vs presion fiscal sobre el trabajo
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Wealth inequality

Top 1% net personal wealth share
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... N0 somos un pais particularmente desigual medido a través de la concentracion de la
riqueza (Top 1%). Fuente: World Inequality Database.



Hot Topic, donde Espafia tenemos una ventaja comparativa

... la comunidad académica tiene bastante que ver con el renacido interés de este

impuesto
e.g., https://cepr.org/voxeu/columns/progressive-european-wealth-tax-fund-european-covid-response

... Y, efectivamente, Espaiia (+4 forales) es el Unico pais de la UE que lo aplica; en Europa,
Noruega y Suiza también lo aplican (véase siguientes transparencias a partir de
informacion de la OECD).



OCDE (2018). https://www.oecd-ilibrary.org/sites/9789264290303-en/1/2/4/index.html?itemld=/content/publication/9789264290303-
en& csp =b746b256f23e109b9244f92078eb7093&itemIGO=0ecd&itemContentType=book
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Mitos (o teoria)... Y realidades
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Why a Net Wealth Tax?: Pros

- Income is an imperfect “proxy” of the ability-to-pay (also, unrealized capital gains):

“... the most pertinent measures of the distribution of material living standards are probably based on jointly considering the income,
consumption and wealth position of households or individuals.”
Stiglitz-Sen-Fitoussi Commission (2009)

“...wealth portfolios of the super-rich are usually managed through a holding company (or other legal entity) in such a way that they receive a
sufficient annual income flow to cover their private consumption”

Piketty, Saez and Zucman (2013)

https://twitter.com/thedailyshow/status/1522924711004442626?s=21&t=qi MOBjMWKpngleuddGl A

- Redistribution itself: tame an excessive concentration of wealth as this might distort democracy
(surge of populism?: Aristotle) or even economic growth (e.g., Fuest et al., 2018) - Piketty’s comment.

- Part of the wealth of rich people is due to tangible or intangible assets provided by society, thus it is a
way to pay for them (Piketty, 2019).

- Indirect way to screen high-ability individuals (high-ability individuals tend to save more (lower
discount rate) (Saez, 2002)).

- Efficient use of unproductive capital (Guvenen et al., 2019; Slemrod & Scheuer, 2021)
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Why a Net Wealth Tax?: And Cons

- However, rich people have many ways to avoid and to evade this tax:

o Mobility: global wealth tax (Piketty, 2014); or relying on nationality principle like

in the US; or relying on international tax sharing information
https://www.jstor.org/stable/27143929

o Structure the stock of savings as to take advantage of loopholes: comprehensive
tax base (Saez and Zucman, 2019)

o But, low profitability of enforcement and low costs of evasion: “perfect storm”

- Difficult regular assessment of assets, which also provokes horizontal inequity.

- Jakobsen et al. (2018), to my knowledge, is the only paper estimating the long-run
impacts on, among others, capital accumulation (for a review, Saez & Zucman, 2019).
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The case of Spain (l)
https://www.boe.es/buscar/pdf/1991/BOE-A-1991-14392-consolidado.pdf

We in Spain have a NWT since the restoration of democracy (1978--).

Since then, this has been a tax ceded to the regional governments (special case for
foral regime).

Decentralization might have some drawbacks due to mobility, or even because
subcentral governments might not have enough capability to enforce it (evasion):
(even more) “perfect storm” (this partly visualizes through the “tax gap” of CAT).

Avoidance might be an issue:

- Exemption of family business (conditions)
- First-dwelling also exempted (up to a limit of 300,000 euros by taxpayer)
- Limit Pl tax due + NW tax due < 60% of Pl Taxable income (excluded |I/r capital

gains)
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The case of Spain (& 1)

Progressive tax schedule

Taxable Wealth € % Marginal Rates
0.00-167,129.45 0.2
167,129.46 — 334,246.88 0.3
334,252.89 — 668,499.75 0.5
668,499.76 — 1,336,999.51 0.9
1,336,999.52 - 2,673,999.01 1.3
2,673,999.02 - 5,347,998.03 1.7
5,347,998.04 — 10,695,996.06 2.1
>10,695,996.06 3.5

This schedule and other basic elements of the tax can be modified by regions. For
example, there is a 100% tax credit for the taxpayers of the AC of Madrid.
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Some results of the empirical literature

Recently, there has been a surge in the interest to analyze this tax. The papers below
take advantage of past reforms, or even of the abolishment of the tax.

This explains the very few, albeit very recent, empirical analyses. Here, some of them:

- Seim (2017) - https://drive.google.com/file/d/0B9GZw--nY1RjeWIQbHhVTKE4WIE/view

No real responses (avoidance+evasion) through — but not only - underreporting

- Brulhart et al. (2017) - http://www.hec.unil.ch/mbrulhar/papers/wealthtax.pdf
Again, elasticities estimated do not seem to be explained by real responses

- Zoutman (2018) - https://www.dropbox.com/s/kajv50ct9sp26g9/zoutman2018effect0111.pdf?dI=0
Intermediate response wrt the other 2 papers, no clear what the mechanism is, though

- Londono-Vélez & Avila-Mahecha (2020) = https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
Evasion as the main source of response, in particular, off-shore evasion

- Jacobsen et al. (2018) - http://gabriel-zucman.eu/files/JJKZ2018.pdf

Different responses: the ultra-rich particularly reactive (wrt the not so rich), which suggests avoidance responses,
while for the moderately wealth (they assume) real responses

17



Las realidades cuantificadas
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The Spanish case: useful benchmark? (doubts about “external validity”)

Spain_1: Evasion: or estimation of the “tax gap” for Catalonia (l)
https://www.emerald.com/insight/content/doi/10.1108/AEA-09-2019-0028/full/pdf?title=the-tax-gap-as-a-public-
management-instrument-application-to-wealth-taxes
https://nadaesgratis.es/admin/el-impuesto-sobre-el-patrimonio-i-realidades

And new results for 2018 (two waves)

According to the IRS methodology, we identify three (potential) sources of gap:

- Non-filling

- Under-reporting (as expected, this is the most important source)
non-filing of unproductive assets such as jewelry or antiques, among others;
incorrect use of the closely-held business exemption

fictitious relocations within Spain;

existence of undeclared assets located abroad; and

incorrect or non-reporting of loans

- Non-payment

© O O O O

Methodology: mix of “bottom-up” (microdata from the universe of tax returns) and
“top-down” (macro)
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Results (18 FY):

Bretxa fiscal 2018: Impost sobre el Patrimoni

Resultats

BRETXA FISCAL NO- INFRA- NO- TOTAL % recaptacié % recaptacio
2018 DECLARACIO DECLARACIO PAGAMENT declarada potencial
IP

Limit inferior ~ 12.698.231 251.607.642 0 264.305.874  52,1% 34,3%

Valor intermig  18.304.799 259.456.555 0 277.761.354  54,8% 35,4%

Limit superior ~ 23.911.367 267.259.838 0 291.171.205  57,4% 36,5%

14

En 2014, 39,8% (vs. 35,4% en 2018)
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Bretxa fiscal 2018: Impost sobre el Patrimoni

Resultats desglossats

COMPONENTS DE LA BRETXA FISCAL IP 2018
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Bretxa fiscal 2018: Impost sobre el Patrimoni

Resultats desglossats (lll)

2L50%

Bretxa fiscal IP; infra-valoracié

01% 01% 02% 03% 03%

2 3 4 5 6 7

Decils de riquesa autoliquidada

S DsStnbuc tax gap (total= 100%)

el ax gap por ded! (%) respecte recaptand patencial
Decils de
riquesa 1 2 3 4 5 6 7 8 9 10
autoliquidada
Finsa ... € 664.840 772.099 882.166 1.008.751 1.170.004 1.391.476 1.746.742 2.433.564 | 4.226.652 2}]2;\25;2
17
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Spain_2: Avoidance
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3393016

Quasi-natural experiment: unexpected reintroduction of the wealth tax at the end of
2011 (December in Catalonia; rest of Spain: September).

Did taxpayers respond to the reintroduction of the tax? Margins analyzed (2011-15):

Wealth accumulation vs Taxable wealth

In this latter case, potential avoidance strategies analyzed:

Changes in asset portfolio
Realization of income and capital gains
Probability of making gifts

23



Tax rates %
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Empirical strategy: exploit the variation in treatment exposure measured
through 2011 average tax rates (atr) — see the differences within thresholds

- Drawback I: there are no data for the period when the WT was not levied.
- Drawback II: atr are endogenous to taxpayers' 2011 wealth, income and asset

portfolio.

Given this, we use 2011 as the control year (we justify the reintroduction was totally
unexpected) plus a set of controls based on the '11 fiscal information.

This strategy assumes that their reported wealth, income and asset portfolio would
evolve similarly in the absence of the tax, conditional on the set of control variables.

Focus of top 50% richest taxpayers

25



coefficient estimates
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Taxable Wealth

As the 2011 average tax rate
increases by 1 percentage point,
taxable wealth lowers by 15.34% in
2012.

This decrease accumulates to 32.44%
over 4 years.
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Avoidance: margins of response (l)
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Avoidance: margins of response (ll)
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Avoidance: margins of response (& lll)

Figure 11: Effect on gifts
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Spain_3: Low deterrence Effect: The ‘perfect storm’ at work

Deterrence effect: Impacto dinamico sobre la cuota a pagar
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Deterrence effect: Descomposicion del impacto dinamico: cuota integra y deducciones
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Deterrence effect: Descomposicion del impacto dinamico: bienes exentos y no-exentos

(a) Taxable items (b) Non-taxable items
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Global assessment... what about a situation w/o evasion and market value (and

potentially, avoidance)?

https://academic.oup.com/cesifo/advance-article-abstract/doi/10.1093/cesifo/ifab004/6224212
https://nadaesgratis.es/admin/el-impuesto-sobre-el-patrimonio-y-ii-ideales

The previous empirical results suggest drawbacks are important, and thus the
redistributive power is severely tamed. That is why, we have built a simulator (SIMPA)
in the line of https://wid.world/world-wealth-tax-simulator/ (UNfortunately, it is not available on-line)

The microdata comes from the Household Financial Survey of the Bank of Spain

(https://www.bde.es/bde/en/areas/estadis/estadisticas—por/encuestas—hogar/reIacionados/Encuesta Financi/)

Given the tax cannot be confiscatory, the PIT due also must be calculated.

This data covers all Spain. Thus, if we assume there is no evasion or avoidance or
under-reporting, the results of the simulator are useful, on the one hand, to know the
supposed upper bound regarding tax collected and redistribution, and on the other
hand, to analyze how the tax works.

34



The redistributive power cannot be analyzed in the short run (year-by-year): taxes are
a flow, while the tax base is a stock. Hence, we analyze how concentration has
changed after a long-time span: long-run redistribution.

The current amount of revenue collected is about 45% of the potential.

The exemptions and the limit to avoid confiscation reduce to a great extent the
redistributive power of the tax.

In the last slide, we see how redistributive power evolves along time. After 30 years,
concentration of the top 1% reduces by 2 p.p.
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BEFORE WT

AFTER POTENTIAL WT

A: SHORT RUN IMPACT

Tax Revenue (thousand €) n.a. 3,691,969
% (Real Tax Revenue / Potential) n.a. 44.60%
Short run ATR (before/after tax ceiling) n.a. 0.058%/0.035%
% individuals with tax due>0 n.a. 0.9659%
% individuals with business exemption n.a. 28.38%
% individuals with first dwelling exemption n.a. 96.64% (61.09%: full exemption)
% individuals with common ceiling n.a. 12.86%

B: LONG RUN IMPACT (5 YEARS)
Gini index 0.6682 0.6657
Top 1% 19.53% 19.23%
Top 10% 51.86% 51.63%
Long run ATR (all/if tax due>0) n.a. 0.17%/1.19%

C: LONG RUN IMPACT (25 YEARS)

Gini index 0.6682 0.6569
Top 1% 19.53% 18.14%
Top 10% 51.86% 50.79%
Long run ATR (all/if tax due>0) n.a. 0.83%/5.70%

n.a.: not applicable
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AVERAGE TAX RATE
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AVERAGE TAX RATE
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NET WEALTH CONCENTRATION FOR TOP 1%
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SIMPA: Alternative simulations under equal-revenue collected constraint

SIMULATION 1 | SIMULATION 2 | SIMULATION 3
Exemptions None None First-dwelling
Tax ceiling NO YES YES
Threshold 2,280,641 1,198,808.7 1,096,170

Tax rate

1%

1%

1%
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Descentralizacion e imposicion patrimonial (mas peculiaridad en clave nacional)

1) Rendicidn de cuentas: requiere conocimiento del nivel de gobierno responsable
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Graphs by foral

- En el régimen foral (en particular en Navarra) el conocimiento es mayor que en el comun

- No obstante, ni en el foral, ese conocimiento llega al 50%... asi es dificil presuponer la
existencia de mejoras en el proceso de rendicion de cuentas por la asignacion

descentralizada de los impuestos
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Descentralizacion e imposicion patrimonial

2)Rendicién de cuentas: requiere conocimiento del nivel de gobierno responsable

3)Movilidad fiscal: evidencia de relocalizaciones en la CA de MAD (>2011).

https://nadaesgratis.es/admin/se-mudan-los-ricos-para-pagar-menos-impuesto-sobre-el-patrimonio
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Percibe diferencias impositivas entre territorios Y lo juzga como algo negativo
Graphs by foral

Quedaba la duda de si la competencia fiscal es valorada positivamente por los ciudadanos
(limitar el Leviathan o favorecer el “market preserving federalism”)
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Descentralizacion e imposicion patrimonial

4)Rendicion de cuentas: requiere conocimiento del nivel de gobierno responsable

5)Movilidad fiscal: evidencia de relocalizaciones en la CA de MAD (>2011).
https://nadaesgratis.es/admin/se-mudan-los-ricos-para-pagar-menos-impuesto-sobre-el-patrimonio

Solucidn institucional:
https://www.expansion.com/blogs/defuerosyhuevos/2020/12/07/madrid-no-es-un-paraiso-fiscal-pero-su.html

e Reduccidon base del impuesto de la CA en el estatal (a la manera de los EEUU) o
deduccidn de la cuota (a la manera de una deduccidon por doble imposicion
internacional) --- ITSGF

e Doble tarifa, como en el IRPF (menos costes de cumplimiento fiscal)
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Debate (?)

- Evasion is important, but does the future look brighter (international tax sharing
info)?

- Assessment, can technology help?

- Avoidance implies taxes should be designed to limit the importance of loopholes:

comprehensive tax bases
- How can we deal with decentralization?

.. at the end, do we want to face those challenges/cons to have the pros?
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