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Abstract: In January 2019, Senator Elizabeth Warren (D-Massachusetts) proposed that an annual 
wealth tax be imposed on the 75,000 households with wealth greater than $50 million. Annual 
wealth taxes have been adopted in a number of European countries (many of which later repealed 
them), but not in the United States. Although Senator Warren’s proposed tax rates of 2 to 3 percent 
per year appear low, the tax would actually be equivalent to a high-rate income tax. Due to the 
pronounced concentration of wealth in the United States, the tax would be highly progressive. The 
tax would probably reduce national saving and investment to some extent, although capital inflows 
from abroad would ameliorate the investment reduction. Congress would likely add exemptions 
for selected assets to the tax, which would be distortionary and diminish the revenue yield. The 
tax would face compliance and administration challenges as taxpayers undervalued or concealed 
assets and might be ruled unconstitutional on the ground that it was a direct tax that must be 
apportioned among the states. On balance, it would be more prudent to pursue any desired increase 
in tax progressivity through reforms of the income and estate and gift taxes. 
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Abstract: The U.S. economy exhibits high inequality and low economic mobility across 
generations relative to other high-income countries. The U.S. will need to raise more revenues in 
order to reduce these disparities, finance much-needed new services and investments, and address 
the nation’s long-term fiscal needs. This paper outlines policy options for raising a large amount 
of revenues primarily from the most affluent, first discussing potential incremental reforms and 
then focusing on four main options for more structural reform: (1) dramatically increasing the top 
tax rates on labor and other ordinary income, (2) taxing the wealthy on accrued gains as they arise 
and at ordinary rates, (3) a wealth tax on high-net-worth individuals, and (4) a financial 
transactions tax. Although we summarize the relative advantages and disadvantages of these 
approaches, we generally conclude that they all merit serious consideration. Several options are 
also complementary to one another. In practice, however, the relative strengths of each of these 
policies will depend to a large extent on how each is designed after it has made its way through 
the legislative and regulatory process.  
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Open Letter Reasons For a Wealth Tax

•A Wealth Tax Is a Powerful Tool for Solving 

Our Climate Crisis 
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• How do we ensure proceeds are used to solve big problems? 

• How do we enforce a wealth tax so that all of our peers pay?

• How do we best account for illiquid assets?

• How do we design it for constitutionality?

• Why not 4 or 5 percent rates at levels above $1 billion?

Key Questions Raised by Wealthy Peers
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Political Perspective
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“I wouldn’t 
be against 
a wealth tax”

https://www.bloomberg.com/news/articles/2019-09-17/the-

Interview with Bloomberg 
September 16, 2019
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New York Times Consult/Politico
July 21, 2019

66% 4% 30%

Support for 2% wealth tax for net worth above $50 million
All Americans

Favor No Opinion / Don't Know Oppose
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55% 2% 43%

Support for 2% wealth tax for net worth above $50 million
Republicans

Favor No Opinion / Don't Know Oppose

New York Times Consult/Politico
July 21, 2019
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CNBC
June 12, 2019

60% 40%

Support for 2% wealth tax for net worth above $50 
million

Millionaires
Support Oppose
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Key Recommendations

1. Dedicate Revenue to Tangibly and Dramatically Expand Opportunity 

for Present and Future Generations

2. Consider Going Beyond 3% Rate Above a Billion in Assets

3. Partner with Practitioners Outside Washington to Help Improve 

Wealth Tax Proposals

4. Persevere
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Why Persevere?

1. It’s Popular Across History: Wealth taxes have been used for over 5,000 years

2. It’s Productive: It’s an efficient, significant source of funds to solve big problems

3. It’s Pragmatic: It’s a big, politically sustainable solution – and because of 
technology, it’s never been cheaper or easier to implement

4. It’s Patriotic: It asks more from the Americans who have financially benefited 
the most from America, and strengthens America’s Future

5. It’s Popular Today: 66% of Americans favor a wealth tax
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Oscar Underwood Edwin Seligman
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Questions?

Open Letter on the Wealth Tax at Medium and at NYTimes

Contact
Ian Simmons

617-202-0800
ian@bluehaveninitiative.com

Twitter: @isimmons
Blue Haven Initiative Twitter: @_BlueHaven


