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Vi presenterer med dette hovedresultatene fra et utredningsoppdrag om formuesskatt, norske
bedrifter og eierskap. Formalet med utredningen har iht. kontrakten vaert «a fa et bedre bilde av
hvordan formuesskatten pavirker sma og mellomstore bedrifter og deres eiere» og a «bidra til en
mer empirisk og faglig fundert debatt om formuesskatten».

| trdd med kontraktens bilag 3 skjer rapporteringen fra dette prosjektet primaert i form av et utkast til
forskningsartikkel innrettet mot internasjonal publisering. Dette utkastet fglger som vedlegg. | denne
sluttrapporten gir vi en kortfattet oppsummering av artikkelutkastet (Del 1). | tillegg gir vi en
naermere beskrivelse av regelendringer i formuesskatten siden 2005, og hvordan dette har pavirket
fordelingen av formuesskatt for henholdsvis befolkningen (Del 2) og for eiere av sma og mellomstore
bedrifter (Del 3). Endelig gir vi en kortfattet beskrivelse av mulige flyttebevegelser ut av landet som
kan ha veert pavirket av formuesskatten (Del 4). De deskriptive delene av denne rapporten er basert
pa presentasjonen vi holdt for NFD 28.08.2020, og bestar primaert av beskrivende figurer med
forklarende tekst / «talepunkter». En del av dette materialet vil senere bli bearbeidet til en
norskspraklig vitenskapelig artikkel, men dette vil skje etter at prosjektet for NFD er avsluttet, og
hovedsakelig pa basis av annen finansiering.
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Del 1: Oppsummering av artikkelutkastet: Does the Wealth Tax Kill Jobs?

Hovedresultatene fra dette prosjektet er beskrevet i artikkelutkastet «Does the Wealth Tax Kill
jobs?», skrevet av Marie Bjgrneby, Simen Markussen, og Knut Rged. Det sentrale
forskningsspgrsmalet i denne artikkelen er om formuesskatten pavirker investeringer og sysselsetting
i sma og mellomstore bedrifter som kontrolleres av familier som betaler formuesskatt.

1. Oppsummering av hovedfunn

Eierens formuesskatt kan ha flere, og til dels motstridende, virkninger pa den virksomheten man eier.
Et argument som ofte har veert trukket fram i den norske debatten, er at en del bedriftseiere ma
trekke ressurser ut av virksomheten for & betale formuesskatten, og at dette virker hemmende pa
vekst og sysselsetting i bedriften. Dette kan skje dersom bedriften star overfor begrensninger i
kredittmarkedet som innebaerer at utviklingen av virksomheten blir direkte knyttet til eiers
gkonomiske ressurser.

Formuesskatten kan ogsa pavirke hvor mye eieren gnsker 3 spare og investere, som igjen kan pavirke
foretakets utvikling. | litteraturen fokuseres det pa to mulige effekter pa sparing. Den sakalte
substitusjonseffekten framkommer ved at hgyere formuesskatt gjgr det mindre Ignnsomt a spare og
at natidsforbruk dermed framstar som relativt sett billigere. Den sakalte innteksteffekten
framkommer ved at hgyere formuesskatt gjgr skatteyterens gkonomiske utsikter alt i alt blir litt
darligere. For a kompensere for dette vil skatteyteren spare litt mer. Disse to effektene kan altsa
trekke i hver sin retning hva angar samlet sparing.

En annen type virkning av formuesskatt er det vi kan kalle en omplasseringseffekt. Det vil si at
formuesskatten kan vri sparingen i favgr av formuesobjekter med lav skattemessig verdsetting. | den
offentlige debatten argumenteres det ofte for at formuesskatten bidrar til overinvestering i eiendom.
Den skattemessige favoriseringen kan vare direkte bestemt av skattereglene, for eksempel
verdsettelsesrabatter pa boliger og arbeidende kapital. Spareobjekter kan ogsa vaere skattemessig
gunstige fordi de er vanskelig a verdsette. Det siste gjelder spesielt bedrifter som ikke omsettes i noe
marked, slik som unoterte aksjeselskaper.

Vi studerer virkningen av endringene i formuesskatten i perioden 2007-2017 for neert eide, sma og
mellomstore foretak.»2 Dette er den gruppen foretak der vi kan forvente at eventuelle negative
effekter av formuesskatt pa foretakets investeringer og sysselsetting er mest fremtredende.

Hovedresultatet fra denne analysen er at gkt formuesskatt for majoritetseiere i naert eide, sma og
mellomstore virksomheter i gjennomsnitt bidrar til 3 gke sysselsettingen i den virksomheten de
eier. Som nzermere beskrevet nedenfor studerer vi effektene av beregnet formuesskatt, gitt stgrrelse
og sammensetning av formuen to ar fgr. En krone mer i beregnet formuesskatt anslas 3 gke
Ignnssummen i virksomheten med 30 gre samme ar. Virkningen kommer gradvis, og etter to ar er

Lvi definerer dette som tilfeller der en husholdning eier minst 50 prosent av et aktivt foretak, enten direkte
eller indirekte. At foretaket er aktivt, innebarer et krav om positiv omsetning og minst 1 ansatt arsverk.
Datagrunnlaget omfatter dermed ikke rene private investeringsselskaper, men kan omfatte aktive selskaper
som eies indirekte via slike investeringsselskaper. Videre ekskluderer vi de stgrste selskapene med mer enn 100
ansatte arsverk (utgjgr mindre enn 0,1% av datagrunnlaget) og de mest formuende eierne med nettoformue
over 100 millioner kroner (utgjgr mindre enn 0,4% av datagrunnlaget). | hovedanalysen teller vi ikke
selvstendige naeringsdrivende med som ansatte i eget foretak, og datagrunnlaget bestar dermed hovedsakelig
av aksjeselskaper.

2 Dette utgjer om lag 40 000-50 000 majoritetseiere/majoritetseide foretak hvert ar. | giennomsnitt betalte
disse eierne 28 700 kroner i formuesskatt per ar (gjennomsnitt over alle ar).



virkningen steget til om lag 65 gre. Parallelt til dette finner vi at gkt formuesskatt i giennomsnitt
reduserer stgrrelsen pa eierens uttak av utbytte og lgnn fra selskapet. Vi finner ingen effekter av
formuesskatten pa foretakets investeringer i fysiske driftsmidler (maskiner mv.).

Stgrrelsen pa slike beregnede effekter vil alltid vaere beheftet med en viss statistisk usikkerhet. Vare
resultater sier at det er 95% sannsynlighet for at effekten pa sysselsetting etter to ar (med et
punktestimat pa 65 @re) ligger i intervallet 26 gre — 1.03 krone. Vi kan altsa med relativt stor
sikkerhet sla fast at formuesskatten i giennomsnitt har en positiv (og i alle fall ikke en negativ) effekt
pa sysselsettingen i disse virksomhetene.

Var tolkning av dette resultatet er at omplasseringseffekten dominerer: Hgyere formuesskatt gjgr det
mer lgnnsomt for eierne a plassere formuen i bedriften, ettersom dette kan bidra til 8 redusere
formuesskatten. Spesielt vil det vaere Ignnsomt a investere i «khumankapital» (ansatte) ettersom
humankapitalen ikke inngar i balansen og dermed ikke fanges opp som skattemessig formue hos eier.

2. Neermere om metoden

Det er i utgangspunktet krevende a kartlegge arsakssammenhenger mellom formuesskatt og
personers/bedrifters atferd empirisk. Den observerte sammenhengen vil vaere pavirket av at
stgrrelsen pa formuesskatten langt fra er tilfeldig fordelt, men henger naert sammen med bade
observerbare og uobserverbare egenskaper ved personene, sa vel som personens tilpasninger. Det er
altsa metodisk krevende 3 skille kausale effekter fra ikke-kausal («spurigs») samvariasjon.

For a identifisere en kausal (arsak-virkning) sammenheng ma vi benytte variasjon i formuesskatt som
ikke er bestemt av egenskaper ved (eller situasjonen til) de som betaler skatten. For a fa til dette har
vi utnytte de mange justeringene som har vaert foretatt i utformingen av formuesskatten de senere
arene. Endringene har veert knyttet til bade stgrrelsen pa bunnfradraget, til skattesatsen, og til
verdsettingsreglene, og de har, for en del personer, gitt opphav til eksperimentlignende variasjon i
skattebelastningen.

Identifikasjonsstrategien er neermere beskrevet i den vedlagte artikkelen. Vi vil her forklare kort de
metodiske utfordringene og Igsningene vi benytter:

Siktemalet er 3 ansla effekten av formuesskatt t pa et utfall y. Utfallet kan for eksempel veere hvor
mye man sparer eller hvor mye man velger a investere i egen bedrift. For a kunne tolke
sammenhengen mellom skatt og utfallet kausalt mgter du to problemer. Det fgrste er at hvordan
personer tilpasser seg skattereglene, for eksempel ved a plassere formuen i objekter som er lavt
verdsatt, igjen pavirker formuesskatten. Siden skattereglene for gjeldende ar blir gjort kjent i
statsbudsjettet i foregaende ar er det gode muligheter for slik tilpasning. Dette kan gi en omvendt
arsakssammenheng fra utfallet y til skatten t. Maten dette vanligvis har veert Igst pa i
skattelitteraturen er a studere virkninger av skatt beregnet pa formuen en hadde f@r disse reglene
ble lansert. Dette er ogsa maten vi lgser dette pa.

Den andre utfordringen er knyttet til at personer med ulik skatt ogsa er systematisk forskjellige pa
andre omrader (for eksempel at rike, som betaler mye formuesskatt, systematisk sparer mer enn
fattige). Hvis man kun studerer samvariasjonen mellom skatten t og utfallet y, risikerer man a
feilaktig konkludere med at forskjeller i utfallet skyldes forskjeller i skatt.

Lgsningen pa dette problemet kan vaere a inkludere en kontrollvariabel for formue. Siden skatten t er
avledet av formue W kan vi si at skatten er en funksjon av formue, t = f(W). Det som da gjgr det mulig
a skille t fra Wi en regresjon der begge inngar, er utelukkende funksjonsform, altsa at W inngar pa en



annen mate (f.eks. linesert, kvadratisk e.l.) enn t = f(W) som inngar med gjeldende skatteregler. |
teorien kan vi da tenke oss at vi kan gjgre kontrollen for W sa fleksibel og detaljert at skatten t til
slutt ikke lar seg skille fra betydningen av formue.

For da a kunne skille effekten av skatt fra betydningen av formue ma man ha tilgang pa data for to
eller flere ar, hvor skatten endres fra det ene aret til det andre. Vi tenker oss da at sammenhengen
mellom formue W og utfallet y er lik i begge ar, at sammenhengen mellom skatt og utfall er lik i
begge ar, men at sammenhengen mellom skatt og formue (altsa skattereglene) er ulik i de to arene.
Med slike data, og gitt disse antakelsene, vil det vaere mulig a estimere effekten av formuesskatt pa
utfallet, og dette er ogsa den «vanlige» maten forskere benytter for a studere effekter av skatt.

Det gjenveerende spgrsmalet er da hvordan kontrollen for formue skal innga. Dersom kontrollen for
formue ikke er tilstrekkelig fleksibel, vil effekten en estimerer av formuesskatt kun delvis drives av
regelendringer, siden den ogsa delvis identifiseres av funksjonsformforskjeller innen hvert ar. En
perfekt kontroll for sammenhengen mellom formue og utfallet vil vaere slik at uten skatteendringer
vil det ikke vaere mulig a estimere en effekt av formuesskatt. Med andre ord, en perfekt kontroll for
formue vil sgrge for at det utelukkende er regelendringer som identifiserer effekten av skatt og skiller
denne fra betydningen av formue.

En slik perfekt kontroll er & simpelthen beregne hva formuesskatten ville vaert med ethvert regelsett
og sa inkludere disse hypotetiske skattene som kontrollvariabler i regresjonen, og det er dette som er
kjernen i var metodiske tilnaerming. Uten regelendringer, og med kontroll for disse hypotetiske
skattene, vil faktisk formuesskatt «falle ut» av regresjonen siden den vil veere identisk med de
hypotetiske skattene. Det vil altsa kun veere regelendringer som gjgr at vi kan skille betydningen av
formuesskatt fra kontrollen for formue — som na altsa gjgres ved hjelp av de hypotetiske skattene.

Dette gir opphav til en sakalt forskjell-i-forskjeller (difference-in-differences) identifikasjon, der det er
den «ekstra» effekten som finnes i tilknytning til det faktisk gjeldende skatteregimet som danner
grunnlag for a identifisere og estimere arsakssammenhenger.

3. Naermere om resultatene

Hovedresultatene som er presentert over, gjenspeiler giennomsnittlige effekter av samtlige
formuesskatteendringer i perioden 2007-2017 pa alle majoritetseide foretak i vart datasett. Bak et
slikt giennomsnittsresultat kan det skjule seg ulike effekter av ulike regelverksendringer og for ulike
grupper blant majoritetseierne.

Effekten kan blant annet tenkes a avhenge av eierens likviditet. Vi kan ikke pa bakgrunn
hovedresultatene utelukke at enkelte majoritetseiere ma ta penger ut av virksomheten for a betale
formuesskatt. For a undersgke dette neermere har vi foretatt en separat regresjonsanalyse for
majoritetseiere med svak personlig likviditet. Vi har da definert «svak likviditet» som at
formuesskatten overstiger 10% av eiers likvide midler.? Dette gjelder ca. 8-12% av majoritetseierne
hvert &r.# Og for akkurat denne gruppen finner vi indikasjoner pa negative sysselsettingseffekter (én
krone mer i formuesskatt reduserer Ignnssummen i virksomheten med 36 gre samme ar). Motsatsen
til dette er at vi for de resterende majoritetseierne, uten svak likviditet, finner en sterkere positiv

3 Likvide midler er her definert som bankinnskudd, bgrsnoterte aksjer og fondsplasseringer. Dette under-
vurderer trolig likviditeten, ettersom slike eiendeler som eies i private investeringsselskaper ikke fanges opp.
41 analysen er vi avhengig av at kriteriet ikke avhenger av skattereglene, og vi krever derfor kun at
formuesskatten i henhold til minst ett av regelsettene som har eksistert i var dataperiode overstiger 10% av
eiers likvide midler (gjelder 13% av majoritetseierne).




effekt (én krone mer i formuesskatt gker Isnnssummen i virksomheten med 56 gre samme ar og 98
@re to ar etter).

Effekten kunne ogsa tenkes a avhenge av eierform eller stgrrelsen pa det majoritetseide selskapet. Vi
tester dette ved 3 estimere effektene gitt ulike restriksjoner pa antall sysselsatte arsverk, inkludert
en versjon der vi inkluderer naeringsinntekten for selvstendige naeringsdrivende i Isnnssummen. P3a
tross av betydelige endringer i datasamplet, er hovedresultatet bemerkelsesverdig stabilt, men
indikerer en noe stgrre effekt for de stgrste selskapene.

Effekten av en gitt endring i formuesskatt kan ogsa avhenge av om endringen skyldes endret
skattesats, endret bunnfradrag, eller endring i verdsettingsreglene. Det er nzerliggende a tro at
«omplasseringseffekten», som synes @ dominere vare resultater, vil vaere stgrre dersom skatten
endres gijennom endringer i selve skattesatsen enn dersom den endres gjennom endringer i
bunnfradraget. Satsendringer vil gjgre det Isnnsomt @ omplassere formue pa marginen for alle som
betaler formuesskatt, mens det ved endringer i bunnfradraget vil vaere liten grunn til endring for dem
som uansett vil ligge over dette nivaet. For & undersgke dette naarmere har vi estimert separate
effekter for perioden 2007-11 (som var dominert av endringer i bunnfradraget) og 2013-17 (som var
dominert av endringer i satsen). Vi finner da ingen effekt pa sysselsettingen i den fgrste perioden
(2007-11). For den andre perioden (2013-17) finner vi en positiv effekt, det vil si at hgyere (lavere)
formuesskatt i gijennomsnitt gker (reduserer) sysselsettingen.

Vi understreker at var analyse er partiell pa flere mater. For det f@rste ser vi kun pa virkninger i
allerede eksisterende majoritetseide sma og mellomstore bedrifter. Var analyse gir ikke informasjon
om de samlede virkningene av formuesskatten pa arbeidsmarkedet som helhet og kan heller ikke
kaste direkte lys over mulige effekter pa oppstart av nye bedrifter. For det andre er analysen tett
knyttet opp til de variasjonene vi faktisk har hatt i skatteregler i den perioden vi studerer. Den kan
dermed ikke si noe om hvordan stgrre og mer fundamentale endringer ville ha slatt ut, f.eks. i form
av en awvikling av formuesskatten.® For det tredje ser vi kun pa relativt kortsiktige effekter. Og for det
fierde er de estimerte effektene i var analyse et uttrykk for giennomsnittlige effekter for alle
majoritetseierne. | den grad effektene varierer mellom ulike eiere (noe vi finner indikasjoner pa i den
separate analysen for eiere med hgy og lav likviditet), vil totaleffekten av en gitt skattereform ogsa
avhenge av hvordan endringer i formuesskatten er fordelt mellom eierne.

Vi har som ambisjon at dette artikkelutkastet skal kunne publiseres i et hgyt rangert vitenskapelig
tidsskrift. Vi anser det a sikte mot vitenskapelig publisering, med fagfellevurdering, som den ultimate
kvalitetskontrollen av analyser til bruk i politikkutforming. Prosessen knyttet til publisering i slike
tidsskrifter vil ofte ta flere ar, og typisk ogsa involvere flere runder med revisjoner. Som en naturlig
del av dette arbeidet legger vi ogsa opp til presentasjon av forskningsstrategi og resultater pa
vitenskapelige seminarer og konferanser.

> Det eksisterer heller ingen grundige analyser p& effektene av fjerningen av formuesskatten i Sverige f.o.m.
2007. Hovedgrunnen til dette er mangel pa data. Svenske myndigheter samler ikke lengre inn informasjon om
befolkningens formuessammensetning og -niva, da lovhjemmelen til dette forsvant med fjerning av
formuesskatten. Derfor er det ikke konsistente mikrodata pa befolkningens formue tilgjengelig for forskning i
Sverige etter 2007. Sverige har heller ikke aksjonaerregister, noe som da hindrer en analyse av mulige effekter
av fjerning av formuesskatten pa investering og sysselsetting i disse eiernes bedrifter.



Del 2: Regelverksendringer siden 2005 og konsekvenser for fordeling av
skattebyrden

Denne delen av rapporten er basert pa presentasjonen som ble holdt for NFD 28.08.2020 og
omhandler hvordan endringene i formuesskattereglene i perioden 2005-2020, herunder endringer i
bunnfradrag, skattesats og skattemessig verdsettelse av ulike eiendeler, har slatt ut i ulike deler av
formuesfordelingen og pa ulike eiendeler for hele befolkningen.®

1. Grunnlaget for formuesskatt og regelendringer 2005-2020

Personer som er skattemessig bosatt i Norge, er i utgangspunktet skattepliktig for all formue uansett
hvor i verden den er plassert. Ektepar lignes felles for samlet formue.

Grunnlaget for formuesskatt er i utgangspunktet markedsverdien («comsetningsverdien») av alle
eiendeler fratrukket gjeld ved utgangen av aret. Verdiene er i stor grad forhandsutfylt pa
skattemeldingen, basert pa tredjepartsrapportering. Enkelte eiendeler er unntatt fra formuesskatt,
hvorav den viktigste er opptjente pensjonsrettigheter. Flere eiendeler gis en verdsettelsesrabatt (se
tabell 1).

Det betales formuesskatt for den delen av nettoformuen som overstiger et bunnfradrag. 1 2020 er
bunnfradraget 1,5 million kroner (3 millioner kroner for ektepar som lignes felles for formue).

1.1 Verdsettelse av eiendeler som ikke har en observerbar markedsverdi

For eiendeler som sjelden omsettes, eksisterer det ikke observerbare markedsverdier. For disse
eiendelene gjelder spesielle verdsettelsesregler, og skatteverdiene oppdateres heller ikke dersom
eiendelen omsettes.

Fast eiendom

Skattemessig verdi av fast eiendom settes til en viss andel av anslatt markedsverdi/kostpris. En
«sikkerhetsventil» sikrer at skattyter kan klage dersom skattemessig verdi overstiger en viss prosent
av dokumentert markedsverdi.

> Bolig verdsettes basert pa omsetningsverdier per kvadratmeter pd sammenlignbare boliger
(boligtype, areal, byggear og beliggenhet).

» Fritidseiendom verdsettes basert pa historisk kostpris eller omsetningsverdi da bygget var
nytt (maksimalt 30%), med generelle prosentvise oppjusteringer enkelte ar, jf tabell 1.
Tilsvarende verdsettelsesprinsipp ble brukt for bolig t.o.m. 2009.

» Nearingseiendom verdsettes basert pa utleieverdi for den aktuelle eiendommen (dersom den
er utleid) eller sammenlignbare eiendommer (dersom den ikke er utleid).

6 Skatteberegningene tar ikke hensyn til 80-prosentregelen som gjaldt for &rene 2005-2008. De tar heller ikke
hensyn til endringer i formuesskatt som fglge av gkte ligningsverdier av naeringseiendommer som personer eier
indirekte i aksjeselskap.



Unoterte aksjer
Unoterte aksjer verdsettes basert pa aksjens andel av selskapets eiendeler fratrukket gjeld (med en
verdsettelsesrabatt enkelte ar, jf tabell 1). Nettoverdien av selskapet kan ikke settes lavere enn null.

Verdien av selskapet ved utgangen av aret rapporteres i selskapets skattemelding. Ettersom denne
ikke er klar nar eieren skal levere sin skattemelding, brukes verdiene av selskapet ved utgangen av
fjoraret. For nystartede selskaper finnes egne regler.

Eiendelene i selskapet (bade fysiske, som maskiner mv., og immaterielle, som finansielle eiendeler og
patenter og andre rettigheter mv.) verdsettes normalt til bokf@rt verdi (eiendelens kostpris med
fradrag for eventuelle skattemessige avskrivninger), med fglgende unntak:

» Fast eiendom formuesverdsettes etter egne regler, jf. avsnittet over.

» Forretningsverdi («goodwill») og kunnskap («<knowhow») er unntatt. Forretningsverdi er den
verdien selskapet har for eierne, i form av forventninger om fremtidig avkastning, fratrukket
verdien av identifiserbare eiendeler. Forretningsverdien er altsa positiv dersom noen er
villige til & betale mer for selskapet enn verdien av selskapets bokfgrte eiendeler.” Dette er
vanskelig a identifisere uten at selskapet omsettes. Nar et selskap kjgper seg inn i et annet
selskap, skal forretningsverdien normalt bokfgres, men slik ervervet forretningsverdi er ogsa
unntatt fra formuesverdien av selskapet.

1.2 Regelendringer 2005-2020

Tabell 1 viser bunnfradrag, satser og verdsettelsesregler i formuesskatten for arene 2005-2020.

| denne perioden er bunnfradraget gkt kraftig (fra 151 000 kroner til 1,5 million kroner) og satsen er
redusert fra 1,1% til 0,85% (som illustrert i figur 1). | tillegg har en rekke endringer i reglene for
skattemessig verdsettelse medfgrt ulike effektive skattesatser for ulike formuesobjekter (som
illustrert i figur 2).
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7 Det kan tenkes mange grunner til positiv forretningsverdi, herunder dyktige ansatte, faste kunder, godt
omdgmme, god organisasjonskultur mv.



Tabell 1 Formuesskattesatser, innslagspunkt og verdsettelsesregler. 2005-2020.

Skattesatser og innslagspunkt

Skattemessig verdsettelse av ulike eiendeler
PY: %-vis justering av foregdende ars skatteverdi
MV: % av beregnet markedsverdi

Skattesats | Innslagspunkt | Skattesats | Innslagspunkt Primaer- Fritids- Sekundaer- Naerings-

Ar trinn 1 (%) trinn 1 trinn 2 (%) trinn 2 bolig! eiendom? bolig* eiendom Aksjer

20052 0.90 151 000 1.10 540 000 PY: O PY: O PY: O PY: O MV: 65
2006 0.90 200 000 1.10 540 000 PY: 25 PY: 25 PY: 25 PY: 25 MV: 80
2007 0.90 220 000 1.10 540 000 PY: 10 PY: 10 PY: 10 PY: 10 MV: 85

2008 0.90 350 000 1.10 540 000 PY: 10 PY: 10 PY: 10 PY: 10 MV: 100
2009 1.10 470 000 PY: 10 PY: 10 PY: 10 PY: 60/MV: 403 MV: 100
2010 1.10 700 000 MV: 25 PY: 10 MV: 40 MV: 40 MV: 100
2011 1.10 700 000 MV: 25 PY: O MV: 40 MV: 40 MV: 100
2012 1.10 750 000 MV: 25 PY: 10 MV: 40 MV: 40 MV: 100
2013 1.10 870 000 MV: 25 PY: O MV: 50 MV: 50 MV: 100
2014 1.00 1 000 000 MV: 25 PY: 10 MV: 60 MV: 60 MV: 100
2015 0.85 1200 000 fiernet MV: 25 PY: 0 MV: 70 MV: 70 MV: 100
2016 0.85 1400 000 MV: 25 PY: O MV: 80 MV: 80 MV: 100
2017 0.85 1 480 000 MV: 25 PY: 0 MV: 90 MV: 80° MV: 90°
2018 0.85 1 480 000 MV: 25 PY: 0 MV: 90 MV: 80° MV: 80°
2019 0.85 1 500 000 MV: 25 PY: 0 MV: 90 MV: 754 MV: 754
2020 0.85 1500 000 MV: 25 PY: O MV: 90 MV: 654 MV: 654

10m skillet mellom primaerbolig, sekundaerbolig og fritidseiendom: Skillet mellom bolig og fritidseiendom baseres ikke pa faktisk bruk, men pa hva eiendommen er regulert til eller egnet

til. Primaerbolig er den boligen skattyter bor i. Skattyter kan kun ha én primaerbolig. Sekundaerbolig er all annen boligeiendom unntatt primaerbolig.

21 2005 delte ektepar ett bunnfradrag og et felles innslagspunkt i trinn 2 pa 580 000 kroner. Siden 2006 er innslagspunktene for ektepar, som lignes felles for formue, det dobbelte av hva

tabellen viser.
3 Utleid naeringseiendom ble verdsatt til 40% av beregnet markedsverdi. For ikke-utleid naeringseiendom ble skatteverdien oppjustert med 60%.
4 Verdsettelsesrabattene gjelder for aksjer og driftsmidler mv. (inkl. naeringseiendom) eid direkte av formuesskattepliktige, samt tilhgrende gjeld.




Andel med formuesskatt

2. Gjennomsnittlig formuesskatt og andel som betaler formuesskatt

» Andel husholdninger som betaler formuesskatt har falt fra 30% i 2005 til 11% i 2018.
» Bunnfradraget er ti-doblet, fra 151,000 kroner i 2005 til 1,5 mill. kroner i 2020

» Gjennomsnittlig skatt for husholdninger som betaler formuesskatt har gkt fra 15.000 til naer

40.000 kroner (malt i 2015-kroner).
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== Andel av husholdningene som betaler formuesskatt (venstre akse)
Gjennomsnittlig formuesskatt for husholdninger med formuesskatt (hgyre akse)
Gjennomsnittlig formuesskatt for alle (hgyre akse)
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Fordeling av formuesskatt, 2015

| figuren er alle husholdninger rangert etter skattepliktig netto formue i 2015. X-aksen viser
andel av befolkningen, y-aksen viser kumulativ andel av total formueskatt.

Nzermere 90% betaler ikke formuesskatt
Nederste 95% betaler om lag 10% av formuesskatten, dvs. topp 5% betaler om lag 90%.

Nederste 99% betaler i underkant av 35% av formuesskatten, dvs. topp 1% betaler over 65%.

T T T

.2 4 6 8 1

® 95-perc @ 99-perc
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Skattepliktig formue og formuesskatt - regeldrevet endring relativt til 2005 (gitt
2005-formue)

Figurene under viser hvordan regelendringer har medfgrt at hhv. skattepliktig formue og
formuesskatt har endret seg relativt til 2005.

For a rendyrke virkninger av endringer i skattereglene tar vi utgangspunkt i formuen i 2005
og beregner formuesskatten pa denne formuen med regelverket for senere ar.

Alle personer som betalte formuesskatt i 2005 er gruppert etter hvor mye formuesskatt de
betalte, de nederste 90% (bla), topp 1% (gul) og de mellom (lysebla).

Nye ligningsverdier for bolig (2010) hadde relativt st@rst betydning blant de som ikke er pa
toppen av formuesfordelingen (figuren til venstre).

Men gkningen i bunnfradraget mer enn kompenserte for de gkte ligningsverdiene for denne
gruppen (figuren til hgyre) og i dag betaler mange i denne gruppen ikke formuesskatt.

Graduvis fjerning av aksjerabatten (2005-2008) og ny rabatt pa «arbeidende kapital» (fra
2017) hadde stgrst betydning for de mest formuende.

Satsreduksjon i 2014 og 2015 hadde samme relative betydning for alle som betaler
formuesskatt.

Ligningsverdi av nettoformue Formuesskatt

15

=1) .

index (2005:

\

)

y T T T y T T T
2005 2010 2015 2020 2005 2010 2015 2020
year year

Persentiler etter starrelsen pa formuesskatt i 2005, gitt skatt>0
— 1-90 90-99 100



mrd. 2015-kroner

12

5. Proveny fra formuesskatten

» Faktisk proveny relativt stabilt, pa tross av det er gitt betydelige lettelser de siste arene.
> Dette skyldes en kraftig vekst i formuene.

» Hvis formuene hadde veert uendret (pa 2013-niva), ville provenyet falt kraftig (reflekterer
lettelsene).

» Tilsvarende, hvis reglene hadde vaert uendret, ville provenyet gkt kraftig (reflekterer
formuesveksten).

254

20+

154 /\ . \/

104

T T T
2005 2010 2015

= Faktisk formuesskatt Formuesskatt gitt 2013-regler Formuesskatt gitt 2013-formue
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6. Gjennomsnittlig endring i formuesskatt, gitt 2015-formue

> Figuren viser gjennomsnittlig endring i skatt (regeldrevet gitt 2015-formue) over
formuesfordelingen* for to perioder: 2005-2013 og 2013-2020

» Utslagene pa toppen er sa store at endringene for resten av befolkningen ikke er synlig. Men
vi ser at de mest formuende i gjennomsnitt fikk skjerpelser pa naer 100 000 kroner i perioden
2005-2013. Disse skjerpelsene er mer enn oppveies av lettelser i perioden 2013-2020.

100000 |

50000+

-50000+

-100000

-150000

T T
1 25 50 75 100
Formuespersentil (2015)

Skatteendringer 2005-2013 Skatteendringer 2013-2020

» For a kunne vise alt i samme figur, er det brukt log-skala (vokser med 10-gangeren).

» Siden 2013 (bla) har alle delene av formuesfordelingen fatt lettelser. Lettelsene er stgrst i
toppen.

» | perioden 2005-2013 fikk alle grupper lettelser i giennomsnitt, med unntak av topp 3% som
fikk store skjerpelser (pa om lag samme niva som lettelsene i den siste perioden).

-100k -10k -1k -100 -10 O 10 100 1k 10k 100k

T T T T T
1 25 50 75 100

Formuespersentil (2015)

Skatteendringer 2005-2013 Skatteendringer 2013-2020

*Husholdningene er her rangert etter estimert markedsverdi av formuen, det vil si skattepliktig
formue oppjustert for verdsettingsrabatter
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7. Sammensetning av skattepliktig formue i ulike desiler (2015)

» Formuesskatten betales hovedsakelig av husholdninger i 10. desil (de 10 prosent med hgyest
skattepliktig formue).

» Unoterte aksjer utgjgr en stor del av formuen blant denne gruppen (og en enda stgrre andel
hvis man zoomer mer inn pa toppen).

10

mill. kroner

1 2 3 4 5 6 7 8 9 10

Il Primeerbolig Bankinnskudd Unoterte aksjer Annen formue Gjeld

[«Annen formue» omfatter blant annet fast eiendom utenom primaerbolig, driftsmidler i
naeringsvirksomhet, bgrsnoterte aksjer, fondsandeler, innbo og kjgretgy]



mrd. 2015-kroner
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Formuesskatt fordelt pa eiendeler, gitt 2015-formue

Formuesskatten for hver enkelt husholdning er her fordelt proporsjonalt etter eiendelenes
andel av husholdningens skattemessig bruttoformue (det vil si at vi implisitt ogsa fordeler
bunnfradrag og gjeld proporsjonalt pa eiendelene).

Formuesskatten pa bolig og bankinnskudd har falt ettersom bunnfradragsgkninger har gjort
at de med middels formuer ikke lenger betaler formuesskatt.

Formuesskatten pa unoterte aksjer gkte da aksjerabatten ble fjernet (2005-2008) og har falt
de siste 5 arene. Men formuesskatten pa unoterte aksjer utgjgr fortsatt en betydelig andel
(ca 40% av total formuesskatt).

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

I Primeerbolig Bankinnskudd Unoterte aksjer Annen formue
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Del 3: Noen trekk ved majoritetseiere i sma og mellomstore foretak

| denne delen ser vi neermere pa majoritetseiere i sma og mellomstore foretak, definert som:

» Husholdninger som eier minst 50 prosent av et aktivt foretak, enten direkte eller indirekte.

» At foretaket er aktivt innebaerer krav om omsetning pa minst 1000 kroner og minst 1
sysselsatt arsverk (inkludert selvstendig naeringsdrivende i enkeltpersonforetak).

> Viekskluderer de aller rikeste eierne (>100 mill. i netto formue) og de stg@rste selskapene (>
100 arsverk).

» Dette omfatter ca. 100,000 majoritetseiere/foretak, hvorav halvparten er AS og halvparten
enkeltpersonforetak. &

1. Total formuesskatt for majoritetseiere i sma og mellomstore foretak

» | forrige del av rapporten (avsnitt 8) sa vi at formuesskatten pa unoterte aksjer utgjgr ca. 40%
av total formuesskatt.

» Unoterte aksjer omfatter mer enn sma, nzert eide selskaper. Det omfatter ogsa store
selskaper og private investeringsselskaper som igjen eier bgrsnoterte aksjer mv.

» Figuren til hgyre zoomer naermere inn pa majoritetseiere i sma og mellomstore foretak.

Formuesskatt hele befolkningen Formuesskatt majoritetseiere

15
n
15

10
L
10

mrd. kroner
Mrd. kroner

T

T T
2005 2010 2015

W\'\'—‘*ﬂ——-—o
ot e, s o o o

T T T T
T
2020 2005 2010 2015 2020

—e— totat —e— unoterte aksjer I *— Totalt Unoterte aksjer ‘

8 Dette samsvarer ikke med datagrunnlaget i analysen presentert i Del 1 av denne rapporten, ettersom vi i
hovedanalysen ikke teller selvstendige naeringsdrivende med som ansatte i eget foretak, og datagrunnlaget for
analysen dermed bestar hovedsakelig av aksjeselskaper.
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Andel med formuesskatt
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Majoritetseiere: Andel som betaler formuesskatt og gjennomsnittlig skatt

| 2005 var ca halvparten av majoritetseierne i formuesskatteposisjon.

Som i befolkningen for gvrig, har andelen som betaler formuesskatt falt. Fra halvparten til
1/3.

Majoritetseierne betaler i giennomsnitt ca. 50,000 kroner i formuesskatt. Median ca. 25,000

kroner.
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3. Majoritetseiere: Formuesskatt som andel av likvide midler

» Ett av problemene som ofte trekkes fram med formuesskatten, er likviditetsutfordringene
ved at skatten ma betales pa illikvid formue og at eierne ma ta penger fra selskapet for a
betale skatt.

» Dette er en av problemstillingene vi ser naermere pa i analysen av effekter (Del 1).
» For de fleste majoritetseierne utgjgr formuesskatten en liten andel av likvide midler.

» Likvide midler er her definert som bankinnskudd, b@rsnoterte aksjer og fondsplasseringer.
Dette undervurderer trolig likviditeten, ettersom slike eiendeler som eies i private
investeringsselskaper ikke fanges opp.

» Blant den tredjedelen av majoritetseierne som betaler formuesskatt, har ca. halvparten en
formuesskatt som utgjer<2% av likvide midler.

Fordeling gitt at formuesskatten er st@grre enn 0

.31

2
A4 |
0 I I I I I - o

T T T
0- 1% -2% 2- 3% -4% 4- 5% 5- 10% 10-20% 20-50% 50-99% 100+%
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4. Majoritetseiere: Formuesskatt som kan skape likviditetsproblemer

» For a kartlegge mulige likviditetsutfordringer knyttet til formuesskatt, viser tabellen under hvor mange majoritetseiere som oppfyller visse kriterier.
> Tabellen er basert pa 2015-data, og omfatter 50,977 majoritetseiere i sma og mellomstore aksjeselskaper (enkeltpersonforetak er utelatt).

» Tabellen viser at 37,6% av disse eierne betaler formuesskatt pa unoterte aksjer (kolonne A).

» For 10,3% av eierne utgjgr formuesskatten mer enn 10% av eierens likvide midler (kolonne AB). Disse eierne har giennomgaende mye likvide midler

i selskapet (gjennomsnitt 3,6 millioner).

» Kolonnen helt til hgyre (ABCD) viser at mindre enn 1 prosent av eierne er i en situasjon der bade formuesskatten overstiger 10% av eiers likvide
midler og der formuesskatten pa unoterte aksjer utgjgr mer enn eierens andel av selskapets arsresultat og mer enn 10% av selskapets likvide midler.
Disse eierne er karakterisert ved hgy personlig formue (gjennomsnitt 30,9 mill.), og at en stor andel av formuen (77%) er knyttet til selskapet.

Kriterium: Alle A AB AC AD ABC ABCD
A: Betaler formuesskatt pa unoterte aksjer! Ja Ja Ja Ja Ja Ja

B: Samlet formuesskatt > 10 % av eiers likvide midler Ja Ja Ja

C: Formuesskatt pa unoterte aksjer > eierens andel av selskapets arsresultat Ja Ja Ja

D: Formuesskatt pa unoterte aksjer > 10 % av eierens andel av selskapets likvide midler Ja Ja
Antall 50977 19 146 5239 3261 1852 1040 441
Andel 100% 37,6% 10,3% 6,4% 3,6% 2,0% 0,9%

Gjennomsnitt (alle verdier i 1000-kroner):

Netto formue, markedsverdi 6 869 14 740 21554 15928 26857 23407 30895
Formuesskatt 25,7 67,8 116,8 75,0 161,1 131,2 194,3
Unoterte aksjer som andel av bruttoformue 0,187 0,497 0,685 0,473 0,687 0,680 0,769
Likvide midler, eier 778 1581 447 1485 1653 455 627
Driftsresultat i selskapet (eierens andel) 375 783 1261 -450 542 -697 -589
Likvide midler i selskap (eierens andel) 1286 2448 3567 1272 475 1805 440
Utbytte og Ignn til eier 804 1141 1314 548 753 558 341
Antall drsverk i selskapet (eierens andel) 4,8 6,4 9,2 5,8 7,3 7,8 6,8

Formuesskatten pa unoterte aksjer er her beregnet som formuesskatt * unoterte aksjer / samlet bruttoformue for hver enkelt husholdning.
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Del 4: Formuesskatt og utflytting av majoritetseiere fra Norge

» Ved a flytte ut av landet kan man ogsd unnga formuesskatt til Norge.

» Slik mobilitet innebarer en potensiell begrensning pa innkreving av formuesskatt, men det
avhenger av i hvilken grad skattebetalere flytter.

» En omfattende analyse av dette er utenfor dette prosjektets omfang men er en mulig
viderefgring av dette arbeidet.

» Datagrunnlag:
0 Alle majoritetseiere, inkludert selvstendig naeringsdrivende
0 Ikke et naturlig valg av populasjon men en konsekvens av prosjektets fokus. Ideelt
sett burde studien omfatte hele befolkningen.
0 Ektefeller behandlet samlet
0 Totalt 3,8 mill. observasjoner fordelt over arene 2005-2015

Andel som flytter utenlands, per ar, delt inn etter bruttoformue (markedsverdi) foregaende ar.

.008

nds
N\
—

.006 / \

©
[
Q
=3
9
>
=
(o]
(73]
D
©
.
<
\\ 7
0- v/
I I I 1 I 1
2006 2008 2010 2012 2014 2016
Bruttoformue, mill.
— 0-5 5-10 10-20 20-50 50-100 === 100+

» Andelen som flytter utenlands er om lag 1-2 promille hvert ar.
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» Blant de rikeste gker andelen om migrerer kraftig i arene 2009 og 2010. Dette faller sammen
med fjerningen av 80-prosentregelen, men hvorvidt det er en arsakssammenheng er ikke
mulig 3 lese ut fra figuren.

Antall personer som flytter utenlands, per ar, delt inn etter bruttoformue (markedsverdi)
foregaende ar.

Bruttoformue i markedsverdi (millioner kroner)
Ar 0-5 5-10 10-20 20-50 50-100 100+ Totalt
2005 180 26 15 6 3 2 231
2006 267 42 20 6 3 1 338
2007 249 40 24 6 3 1 322
2008 309 41 24 13 2 4 392
2009 762 82 30 16 5 6 900
2010 723 51 21 7 2 1 804
2011 779 73 24 16 5 2 898
2012 931 71 19 12 3 1 1036
2013 843 72 30 11 3 0 958
2014 964 72 26 12 5 2 1080
2015 1261 73 30 10 3 3 1379
Totalt 7268 643 263 115 26 23 8338

» Tabellen viser antall, i stedet for andel, personer som flytter utenlands, i de samme
formuesgruppene som vist i figuren over.

» Til tross for den betydelige gkningen i andelen av de rikeste som flytter utenlands i arene
2009-2010, ser vi at antallet personer er svaert lavt. | praksis er det en gkning fra 1-2
flyttinger, til hhv. 4 og 6 flyttinger i 2009 og 2010.
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Effekten av formuesskatt pa utflytting neste fire ar

Endring i flytting, neste fire ar
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Formuesskatt
® Grunnmodell +Bruttoformues-gruppe x Ar
» Figuren viser resultatet fra en estimeringsmodell hvor vi forsgker a estimere effekten av

formuesskatt pa sannsynligheten for a flytte utenlands i Igpet av de neste fire arene.
Modellen er lik den benyttet i figur B2 i artikkelen «Does the wealth tax kill jobs?», hvor
faktisk og hypotetisk formuesskatt inngar som kategoriske variabler. Referanseverdien for
formuesskatt er 0 slik at 1-10 000 viser effekten pa flytting av a fa fra 0 til et sted mellom 1
og 10 000 kroner i formuesskatt.

Vi finner at effekten av formuesskatt pa flytting er positiv, og klart gkende med skattebyrden.
Spesielt stor er den for det hgyeste skatteintervallet, fra 1 million kroner og oppover.

Vi tolker dette som indikasjoner pa at formuesskatt ser ut til a gi gkt utflytting. Samtidig er
det viktig & huske at dette er estimater basert pa et tynt datagrunnlag og sveert fa
utflyttinger. Resultatene bgr derfor tolkes med forsiktighet.
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Abstract

Fueled by increasing inequality and rising fiscal deficits, the interest in wealth taxation has
increased over the last years, both in the public debate and in academia. Yet, knowledge about
the behavioral effects of a wealth tax is limited. We utilize rich Norwegian register data and a
series of tax reforms implemented between 2005 and 2017 to study how a net wealth tax
imposed on owners of small and medium sized businesses affects their firms’ investment and
employment decisions. Identification of causal effects is based on a generalized difference-in-
differences strategy. We find no empirical support for the claim that a moderate wealth tax
adversely affects investments and employment in firms controlled by the taxpayers. To the
contrary, our results indicate a positive causal relationship between the level of a household’s
wealth tax and subsequent employment growth in the firms it controls. The rationale behind
this result appears to be that the tax value of a given wealth can be reduced by being invested
in a non-traded firm, and that this incentive effect becomes stronger the higher is the wealth

tax.
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1 Introduction

After the abolishment of the wealth tax in a number of European countries during recent decades,
rising inequality and deteriorating public finances have ignited a renewed interest in the wealth tax’s
merits and potential harmful effects (Piketty, 2014; Atkinson, 2015; OECD, 2018). Wealth inequality
is far greater than income inequality. It tends to be self-reinforcing, because wealthy people can more
easily set aside funds for new investment, because they have access to better investment opportunities,
and because wealth is transferred across generations. From an egalitarian perspective, there are
therefore good reasons to maintain or reintroduce some form of a wealth tax. However, as all
redistributive taxes, a wealth tax creates behavioral distortions. A particular concern is that it
discourages savings and investment and drags down economic growth. Existing empirical evidence
indicates indeed a considerable negative impact of the wealth tax on reported taxable wealth, but also
that this effect primarily reflects tax avoidance rather than real changes in wealth accumulation (Seim,
2017; Zoutman, 2018; Briilhart et al., 2020; Jakobsen et al., 2020). Recent evidence from Norway
actually points towards a positive effect of the wealth tax on overall savings, suggesting that a positive
income effect dominates a negative substitution effect (Ring, 2020a). A concern that has received less
attention in the academic literature is the wealth tax’s possible influence on entrepreneurship and
growth of small businesses. Although the wealth tax is levied on individuals, it will partly be based on
firm level assets, and since it has to be paid regardless of current profits, it may force firm owners to
extract dividends from the firm in order to pay their personal wealth tax. In a world of asymmetric
information and liquidity constraints, the wealth tax could therefore have a direct negative effect on

entrepreneurship, employment and investments, and eventually also on productivity growth.

A wealth tax is almost by nature imperfect, in the sense that it is impossible to assess the true value of
all types of assets. This may to some extend undermine the redistributive purpose of the wealth tax and
distort the allocation of resources toward lower-valued (or hard-to-evaluate) assets. However, although
the wealth tax therefore represents a source of social inefficiency (in an otherwise undistorted
economic environment), it is far from obvious that it reduces investment and employment in family-
owned businesses. The difficulty associated with assessing the true value of non-traded assets, such as
unlisted and closely held companies, may actually encourage entrepreneurship through such firms, as
they provide some scope for tax avoidance. This effect is of course strengthened if the tax system

gives a tax-rebate on non-traded assets.

Norway is one of the very few countries that still has an annual net wealth tax levied on individuals.
The tax is highly controversial, though, and it was one of the main topics in the public debate leading
up to the Norwegian parliamentary election in 2017. The opponents of the tax argued that it is
detrimental to the establishment and growth of small and medium sized businesses, as the owners are

forced to drain them for resources that could otherwise have been invested in the firm. Moreover,



since the tax on non-traded assets is based on their historical book values and not affected by annual
returns, it fails to share the entrepreneurs’ income risk. Thus, it is argued that the wealth tax increases
owners’ own risk and, as a result, their required return on equity. As forcefully argued by Johnsen and
Lensberg (2014), and later emphasized by a government-appointed commission proposing the
abolishment of the wealth tax (NOU, 2018), this implies that the wealth tax discourages profitable
investment projects from being carried out and reduces output and growth. This argument has been
challenged by Sandvik (2016) and Bjerksund and Schjelderup (2019), who point out that a wealth tax
also reduces the expected return on alternative investments and thus the investors’ discount rate, such
that the willingness to invest in a firm is unaffected. Moreover, variations in the returns to capital are
not only a matter of uncertainty and risk; they also arise due productivity differences across
entrepreneurs and projects. Compared to a tax on the returns to capital, the wealth tax then shifts the
tax burden toward the less productive entrepreneurs and projects, and thus encourages investment

among the productive ones (Guvenen et al., 2019). This may enhance output and growth.

The purpose of the present paper is to examine empirically the influence of the wealth tax on
(potential) taxpayers’ investment and job creation/destruction in small and medium sized firms. To
identify the causal effects of the wealth tax, we exploit a number of recent reforms that have modified
the wealth tax through three different margins; i.e., the lower threshold, the valuation rules, and the tax
rate. In particular, as we describe in detail in Section 2, there has been two waves of wealth tax
reforms, during 2005-2011 and 2013-2017, respectively. While the first period brought increases in
the wealth taxation for the wealthy, combined with increased thresholds that reduced the taxes at lower
wealth levels, the second period was characterized by reductions in the wealth taxation across the
wealth distribution. Our identification strategy is based on a difference-in-differences approach, where
we regress the outcomes of interest on predicted future wealth tax liability derived from the initial
wealth level and the actually existing tax rules, while controlling for the (counterfactual) tax liability
that would have applied under the tax regimes belonging to other years. Hence, we allow the outcome
to be correlated with the wealth tax levels calculated according to all possible regimes in all years, but

identify the causal part as the “extra” effect associated with the wealth tax actually applying.

Our results do not indicate that the wealth tax kills jobs in companies owned by the taxpayers. To the
contrary, we identify a positive relationship between the wealth tax level and employment growth in
small and medium sized family-run businesses. The positive employment effect of higher wealth taxes
can be rationalized by a positive income effect on household savings, as well as by the fact that the
wealth tax strengthens economic incentives to invest in assets that reduce taxable wealth. Family-
owned businesses appear to be useful for tax avoidance purposes. Given the difficulty of assessing the
true value of non-traded economic activities, the existence of a wealth tax provides an incentive to
allocate wealth into such activities rather than into other (and more easy-to-assess) assets. Since the

human capital embedded in employees does not enter into a firm’s balance sheet, raising employment



in a family-owned business appears to be a particularly convenient strategy for wealth tax reduction.
However, our finding of a positive employment effect on average does not mean that liquidity
problems created by the wealth tax are irrelevant. For a small subset of liquidity-constrained business

owners, we indeed identify negative employment effects.

Our paper relates to an existing empirical literature examining credit market frictions, and the
influence of liquidity constraints on the establishment and growth of small businesses. Although there
appears to be a positive relationship between personal wealth and business entry (e.g., Evans and
Jovanovic, 1989; Blanchflower and Oswald, 1998; Berglann et al., 2011), it has proven difficult to sort
out undisputed causal effect estimates. A popular identification strategy is to compare entrepreneurs
and business owners who to varying degrees are exposed to house price shocks. An early contribution
to this literature is Hurst and Lusardi (2004), who find that the positive relationship between
entrepreneurship and wealth in the US is largely spurious, and thus conclude that borrowing
constraints are unimportant in deterring small business formation. The typical finding in the more
recent literature, however, is that credit constraints are indeed quantitatively important for the
establishment and growth of small firms (Nykvist, 2008; Fairly and Krashinsky, 2012; Adelino et al.,
2015; Corradin and Popov, 2015; Schmalz et al., 2017). The significance of credit constraints is also
confirmed by empirical analyses exploiting variation in the extent to which firms’ credit lines were
affected by the financial crisis (Chodorow-Reich, 2014; Duygan-Bump et al., 2015). A study of
particular relevance for us is Ring (2020b), which exploits idiosyncratic shocks to Norwegian
investors’ wealth during the financial crisis to show that private wealth has a considerable influence on

investment and employment in family-controlled firms.

There is little direct empirical evidence on the influence of the wealth tax on entrepreneurship and on
entrepreneurs’ investment behavior. A notable exception is Berzins et al. (2020), who examine the
effect of the Norwegian wealth tax based on regulatory changes in the tax value of shareholder’s
personal homes that occurred between 2006 and 2010. In contrast to us, they find that the tax increases
were followed by lower firm investments as well as lower growth in sales and profitability. However,
while Berzins et al. (2020) zoom in on the liquidity effect by exploiting an almost inescapable one-
time tax shock, our approach allows for effects also operating thorough a potential reallocation of
wealth across assets. The differences in results highlights that a wealth tax may affect the owners’
contribution to investment and employment thorough different mechanisms, and thus that the effects
of, say, a rise in the wealth tax, may critically depend on the way it is raised. If it is raised such that the
incentives for wealth reallocation becomes stronger (e.g., a pure increase in the marginal tax rate), a

negative liquidity effect may be more than offset by a positive portfolio reallocation effect.

As the empirical analyses provided by us, as well as by the Berzins et al. (2020), are based on partial

variation in particular wealth tax parameters given the existence of other features of the wealth tax,



neither of them provide answers to the question of how elimination of the wealth tax would have
affected investment and employment. Such a question would in any case involve specification of
alternative taxes and general equilibrium effects, given some fiscal budget constraint. Hence, the
evaluation of the wealth tax as one element of a nation’s overall tax system entails the comparison of
complete tax systems. Hansson (2008) makes an attempt in this direction, by exploiting the variation
in the existence of a wealth tax across countries to examine its influence on the rates of self-
employment. Based on a difference-in-differences estimation using the abolition of the wealth tax in
four countries as natural experiments, she found that abolishing the wealth tax increases self-
employment by 0.2-0.5 percentage points. However, it is not clear if (or how) these tax cuts were
financed through other taxes, and given the challenges associated with cross-country comparisons
(differences along many dimensions across both time and space, few observations, potentially
endogenous policy choices), the empirical evidence regarding the overall effects of wealth taxes

(compared to other taxes) is far from conclusive.

2 Institutional setting

The Norwegian individual level net wealth tax levies an annual tax on the individual’s net taxable
wealth, which consists of total taxable wealth net of debt. The tax applies to the worldwide net wealth
of all Norwegian residents. Domestic assets and debt are mostly third-party reported, while assets held

abroad are self-reported.

The wealth valuation for tax purposes varies across asset classes, and for some classes the tax value is
substantially below the market value, in particular for housing, while debt is in most cases deductible
at market value. This renders many individuals with low or negative taxable wealth, even though they
can have substantial positive wealth measured at market value. Negative wealth tax liability is not
forwarded to future years, but transferred to the spouse for deduction if the spouse has positive

payable wealth tax.

Listed shares are valued at their end-of year values. Unlisted shares are valued based on firm’s
underlying assets and distributed to the individual owners according to ownership shares. However,
the valuation of unlisted shares is challenging, and, for example, human capital embedded in its
employees is not included in the tax valuation of a firm for owner-level wealth tax purposes. Based on
examination of unlisted firms that are traded outside the stock-exchange (“over-the-counter”-trades),
Gobel and Hestdal (2015) estimate that the average valuation rebate for such firms is 68%. Looking at
newly listed firms, they estimate that the rebate is as large as 91%. Although the representativeness of
these numbers can be questioned, it seems clear that unlisted companies on average are valued well
below their market value. This is one reason why investment in unlisted firms is a well-known strategy
to reduce taxable wealth, such that some of the countries’ richer individuals has low or no taxable

wealth. In particular, regardless of the initial tax value of a firm, a wealth-tax-exposed



person/household can reduce the tax by investing in an unlisted company in the form of employment
growth, as the firm’s human capital does not contribute directly to its tax value. If the initial tax value
of a firm is negative (debt exceeds the tax value of assets), while the owner’s overall wealth has a
positive tax value, any transfer of wealth from the owner to the firm will reduce the wealth tax

liability.

Table 1: Wealth tax rates, thresholds, and valuation rules. By tax year.

Valuation of assets for tax purposes
Tax rates and thresholds PY: % adjustment of previous year's tax value
MV: % of assessed market value

. . . Listed and
Primary Leisure Secondary Business unlisted
Tax rate 1 | Threshold | Tax rate 2| Threshold home home home property shares

Year % 1 % 2
20051 0.90 151 000 1.10 540 000 PY: O PY: O PY: O PY: O MV: 65
2006 0.90 200 000 1.10 540 000 PY: 25 PY: 25 PY: 25 PY: 25 MV: 80
2007 0.90 220 000 1.10 540 000 PY: 10 PY: 10 PY: 10 PY: 10 MV: 85
2008 0.90 350 000 1.10 540 000 PY: 10 PY: 10 PY: 10 PY: 10 MV: 100
2009 1.10 470 000 PY: 10 PY: 10 PY: 10 MV: 40 MV: 100
2010 1.10 700 000 MV: 25 PY: 10 MV: 40 MV: 40 MV: 100
2011 1.10 700 000 MV: 25 PY: O MV: 40 MV: 40 MV: 100
2012 1.10 750 000 MV: 25 PY: 10 MV: 40 MV: 40 MV: 100
2013 1.10 870 000 MV: 25 PY: O MV: 50 MV: 50 MV: 100
2014 1.00 1 000 000 MV: 25 PY: 10 MV: 60 MV: 60 MV: 100
2015 0.85 |1 200000 removed MV: 25 PY: 0 MV: 70 MV: 70 MV: 100
2016 0.85 1 400 000 MV: 25 PY: O MV: 80 MV: 80 MV: 100
2017 0.85 1480 000 MV: 25 PY: O MV: 90 MvV: 80° MV: 90°
2018 0.85 1 480 000 MV: 25 PY: O MV: 90 Mv: 80° Mv: 80°
2019 0.85 1500 000 MV: 25 PY: O MV: 90 Mv: 75° Mv: 753
2020 0.85 1 500 000 MV: 25 PY: O MV: 90 MV: 65° Mv: 65°

! In 2005, married couples shared one basic allowance and a joint threshold in bracket 2 of NOK 580,000. Since 2006, spouses are granted one
basic allowance each.

2 Rented business property valued at 40% of assessed market value. For non-rented business property, tax values were stepped-up by 60 pct.
3 The valuation discount applies to shares and operating assets (incl. commercial property) and associated debt

The Norwegian wealth tax is levied in a setting with dual income tax; a progressive tax on labor
income (top rate was 51.3% prior to 2006 and 47.8% for most of the post-2006 period) and a flat tax
on capital income (currently 22%, but 28% for most of the period covered in this paper), the latter

including dividends exceeding an imputed normal return (until 2005, dividends were tax-free).

Over the years, there have been numerous changes in the wealth tax rules. Table 1 presents wealth tax

rates, thresholds, and asset valuation rules for tax purposes for the period 2005-2020.
The changes in the wealth tax rules can be divided into three types:

1. Reduced rates. The top marginal wealth tax rate was kept constant at 1.1% from 2005 through
2013. It was then reduced to 1% in 2014 and further to 0.85% in 2015. Until 2008, there was a
progressive tax rate schedule, with a first tax rate of 0.9% applying at a relatively low wealth

levels.



2. Increased thresholds (basic allowances). There has been a substantial increase in the lower tax

threshold, from NOK 151,000 net taxable wealth in 2005 to NOK 1,500,000 in 2019 (in

nominal terms). From 2006, this is an individual level deduction, such that married couples

have a double threshold on their joint net wealth.

3. Changes in valuation. The valuation rules have been changed over the period, initially with an

aim of more equal treatment of different asset types. First, a new (increased) valuation of real
estate was introduced in 2010. Prior to that, tax valuation of housing was based on historical
cost, with an annual stepping up of previous year’s tax value, leaving in particular older
houses at a very low tax value relative to market value. From 2010 and onwards, the market
value of housing is assessed by the Statistics Norway based on market transactions in the same
area and on characteristics of the house. For primary housing, the tax value was set to 25% of
estimated market value. For secondary housing, the tax value has been raised from 40% in
2010 to 90% in 2017. The valuation discount for shares was 35% in 2005, and it was gradually
reduced until it was fully removed in 2008. The discount was then reintroduced for shares,
operating assets (included commercial property) and associated debt with 10% in 2017, and

increased gradually to 35% in 2020.

Based on the tax rules that applied in 2011, Halvorsen and Thoresen (2020) examine the distributional
effects of the Norwegian wealth tax and show that a considerable share of the wealth tax is levied on
individuals with low current (annual) income, potentially causing some liquidity problems. However,
when evaluated against lifetime rather than annual income, it is shown that the wealth tax is largely

born by high-income taxpayers, such that the tax indeed fulfills its redistributive purposes.

3 Data and identification strategy

Our analysis is based on administrative register data covering the period from 2005 through 2017
(2015 for data on individual wealth). We combine four blocks of data. The first block contains
information about taxable wealth (total wealth and its components) for all adult residents (and
households) in Norway. This facilitates accurate computation of the wealth tax according to all the tax
rules that have existed in our data period. The second block contains annual accounting data for all
limited liability firms in Norway and data on self-employment earnings for sole proprietorships. The
third block contains a list of owners of limited liability companies in Norway, including owner shares.
And the fourth contains accounts of all employees in Norway, including the identity of their employers

and their annual salaries.

As the primary purpose of the analysis in this paper is to examine the impacts of the wealth tax on
employment and investments in small and medium sized family-controlled firms, we combine these

four data blocks to establish an analysis data set consisting of firms and owners that fall into this



category. More specifically, we establish analysis datasets based on two criteria. The first, which we
apply throughout our empirical analysis, is that a firm is controlled by a single person or household
(owner share at least 50%), with less than 100 mill. NOK (approximately 10 mill. Euros) in net
(market-valued) wealth. The second is that the firm has at least one year with employment between 1
and 100 person-years (the lower threshold requires an annual wage cost exceeding NOK 500,000,
measured in 2015-value). In the baseline version of the model, we do not include the owner’s self-
employment income in our definition of wage cost, implying that most sole proprietorships are
dropped from the analysis. We then end up with 460,585 firm-household-year observations to be
included in our empirical analysis; see the next section for descriptive statistics. In robustness
analyses, we provide results for models with sole proprietorships included in the analysis and for
models based on a range of alternative (initial) firm-size limitations. In Appendix A, we describe in
more detail how we have constructed our main dataset, and show descriptive statistics for the

alternative samples used in the robustness analyses

By construction, there is in our analysis data a perfect correspondence between households and firms.
It is instructive, however, to think of the household as the unit of observation, as the wealth tax is
imposed at the household level. All firm variables (including employment and investment) will be
weighted by the family’s owner share, such that, for example, a firm with 10 employees, which is

owned 50% by a single family, will for this family count as 5 employees.

Our empirical model portrays an owner i considering some economic decision (e.g., new investments
or hiring/firing) over a period t. This decision is potentially influenced by many factors, including the
size of i’s initial wealth and the way it is subjected to taxation. Hence, we will set up regression
models where various firm and owner outcomes are functions of future wealth tax liability, given the
initial level and structure of the wealth. Our model is framed in terms of a base-year and a series of
outcome years. The base-year is the year in which the owner’s actual wealth and ownership share is
measured, and the year in which we define the criteria for being included in the dataset. In this context,
it is essential that the wealth characteristics entering into our model as explanatory variables are
exogenous with respect to the tax functions used to identify causal effects. As we measure wealth at
end-of-year value, this will not necessarily be the case for the tax function applying for the first year
after the base-year. The reason is that this tax function is announced in the base-year, giving the
taxpayer some room for adaptation before the end of the year. As the tax-value of non-listed shares is
determined based on start-of-year book-value, there may indeed be some incentives for doing that.
Hence, the first tax function that can be considered strictly exogenous with respect to the end-of-year
wealth measured in the base-year is the tax schedule applying for year 2 after the base-year. We will
therefore use the potential wealth tax calculated for the second year after the base-year as the key
explanatory variable in our model, and we will investigate its effects on outcomes in that same year

and in the subsequent two years.



Note that we are not seeking to identify the effects of actually paid wealth tax, as the actual tax
liability is endogenously influenced by the agents’ own savings and investment decisions. Rather, we
focus on how a particular tax regime superimposed on a given predetermined wealth affects

subsequent economic decisions, such as investment and employment in the owner’s firm.

Given the heavily skewed distribution of owners’ wealth as well as of outcomes such as employment
and investment, a regression analysis needs to deal with challenging functional form issues and outlier
problems. Our main strategy will be to normalize all variables with the firm’s (owner-weighted) total
wage bill in the base-year, such that both explanatory variables and outcomes are measured per unit of

the initial wage cost. Alternative strategies will be presented in Appendix.

Since the level of taxable wealth in the base-year, as well as its portfolio composition, is likely to have
its own direct effects on future outcomes, and also to be correlated with a range of other unobserved
variables with such effects (such as entrepreneurial ability and risk-preferences), we face a serious
identification problem. Within a regression framework, we can of course control for initial wealth
characteristics, but, without variation in the tax regime, it is clear that separate identification of the
influences of the wealth itself (and its correlates) and the influences of the wealth tax will have to rely
on functional form assumptions. This is a feeble source of identification, as we have little prior
knowledge about the functional form relationship between wealth characteristics and the outcomes of

interest.

To deal with this identification problem, we exploit a series of tax reforms in order to isolate the
exogenous reform-initiated variation in the wealth tax from all other influences of wealth
characteristics and its correlates. To do this, we compute the wealth tax that would have applied for
the second year after the base-year under all the tax regimes that have existed in our data period, and

include them as controls in the regression models.

Let y, be some outcome measured for person/household i in year t after the base year, let w,, be a

vector characterizing the size and portfolio composition of the (predetermined) base-year wealth, and

letWB,, be the wage bill attributed to business owner i in the base-year (i.e., the total wage bill of the
controlled firm multiplied by owner share). Furthermore, let T, (w,,) be the wealth tax calculated for

the base-year wealth composition according to tax rules applying in year s, and let BY indicate base-

year fixed effects. The models we estimate will then have the following structure

, T (w. 017 T (w.
Vi _ 522 (W) + Z T, M-F BY +other controls+¢,,, t=2,3,4 D
WBiO WBiO $=2007 i0

We then have — by construction — that &, is orthogonal to the potential tax liability T, (w, ) , provided

that any unaccounted for relationships between the tax variables and the influence of (or spurious
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correlation with) wealth characteristics w,, are stable over time. If this assumption holds, we have

ensured that any misspecification of the direct wealth effects and its correlates will be captured by the
hypothetical tax functions in their capacity as controls. Equation (1) will then yield unbiased estimates
of the causal effects of the potential wealth tax. The intuition is that while the causal effect of any
year-s-calculated wealth tax can apply only when s corresponds to the actual tax-year in question (or
in the years afterwards if the effect operates with a lag), the spurious effects will be there regardless of
outcome year. This is a kind of generalized or continuous difference-in-differences identification
strategy, since we allow the outcome to be affected by wealth taxes calculated according to all possible

tax regimes, but identify the causal part as the “extra” effect associated with the wealth tax actually
applying.

A similar identification strategy has previously been used in studies of the impacts of unemployment
benefits on unemployment duration in Norway and Sweden (Rged et al., 2008); the impact of student
aid on college enrolment in Denmark (Nielsen et al., 2010); and the impact of disability insurance
benefits on labor supply in Norway (Fevang et al., 2017) and Austria (Mullen and Staubli, 2016). Our
identification strategy is also similar in spirit to the approach used in the taxable income literature,
e.g., by Gruber and Saez (2002) and Kleven and Schultz (2014) to estimate the elasticity of taxable
income on the basis of tax reforms. But, while there has been various solutions in the taxable income
literature to deal with the spurious correlation problem by controlling for base-year income in flexible
ways, we introduce a novel solution by controlling for all possible hypothetical taxes under all tax

regimes.!

Our identification strategy relies on the assumption that spurious associations between wealth
characteristics and outcomes are stable over time. To assess the validity of this assumption, we can
include additional (time-varying) controls in Equation (1). In the empirical analysis, we will first
present some “baseline” results based on models with only un-interacted base-year fixed effects, and
then move on to a range of robustness analyses, based on the use of additional control sets as well as

different data cuts.

4 Descriptive statistics

Table 2 presents descriptive statistics for the sample of households/firms used in our analysis.
Approximately 64% of the owners are married couples, 29% are single men, and 7% are single
women. On average, these households hold approximately NOK 2.7 million (roughly € 270,000) in net
taxable wealth, NOK 6.7 million in (imperfectly) market-evaluated net wealth, and pays 29,000 NOK

1 Also, while the taxable income literature often use predicted tax rates (based on initial income) as instrument for
actual tax rates, we use the predicted tax level (based on initial wealth) itself as the causal variable. In our case, an
instrumental variables strategy is ruled out because we do not think of the actually paid wealth tax as the explanatory variable
of interest, but rather the potential wealth tax, calculated for the initial structure of wealth. The actually paid tax is instead
considered an outcome.
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in wealth tax.? The average tax rate is 0.17%, and constitutes approximately 1.6% of the firm’s total
(owner-weighted) wage costs. However, averages are not particularly informative in this case, as the
distributions are heavily skewed. Figure 1 provides a more illuminating picture of the distributions of
the wealth tax and its size relative to the (market-evaluated) net wealth as well as to the wage costs in
the taxpayers’ firms. To give some insight to the consequences of the tax reforms, we show the
distributions for three different years; i.e., 2007, 2012, and 2017, in all cases based on the wealth
reported two years before. It is notable that the fraction of owners paying any wealth tax at all has
declined from approximately 55% in 2007 to 38% in 2017. Relative to wage costs, the wealth tax
liability appears to be small; throughout the period covered by our analysis, the fraction of owners

paying more than 5% of wage costs in wealth tax has been well below 10%.

Table 2. Descriptive statistics analysis data

Mean/fraction Median Stapdz?\rd
deviation

A. Type of owner/household (N=460,585)
Household with more than 1 individual 0.64
Single male 0.28
Single female 0.07
B. Household characteristics (N=460,585)
Gross wealth, stipulated market value (1,000 NOK) 9,447 6,180 11,427
Gross wealth, tax value (1,000 NOK) 5,448 2,890 8,807
Net wealth, stipulated market value (1,000 NOK) 6,710 3,856 10,259
Net wealth, tax value (1,000 NOK) 2,712 700 8,265
Potential wealth tax (1,000 NOK) 28.7 0 76.1
Liquid assets (1,000 NOK) 918 304 2,419
Potential wealth tax rate (% of net taxable wealth) 0.17 0 0.26
Potential wealth tax relative to (owner-weighted) wage costs (%) 1.61 0 5.06
C. Firm characteristics (weighted by owner share)
(N=460,585)
Total wage bill (1,000 NOK) 2,206 1,260 3,120
Total employment (fulltime equivalents) 5.05 3.07 6.59
D. Firm characteristics limited liability companies only
(weighted by owner share) (N=409,412)
Fixed assets (1,000 NOK) 1,177 217 7,116
Liquid assets (1,000 NOK) 1,415 304 3,402
Dividend payments to owner (1,000 NOK) 240 0 873
Salary to owner (1,000 NOK) 622 576 450

Note: The term “potential wealth tax” is used to indicate the wealth tax liability based on the level and composition of wealth
two years before the respective tax years. Data reported in panel D are available only for limited liability companies (not for
sole proprietorships), implying that approximately 11% of the observations are lost when variables in this panel are used as
outcomes.

To provide some intuition on the variation in tax liability created by the tax reforms, Figure 2 shows,
for each percentile in the (market-evaluated) net wealth distribution in 2015, the distribution of

differences between the highest and the lowest tax liabilities that can be calculated based on all the tax

*We compute market values by reversing the various tax valuation rebates built into the tax system; see Table 1.
For the years before 2010, we first estimate the 2009-value by assigning a relative increase in taxable share (taxable value in
percent of market value) from 2009 to 2010 equal to the observed change in the median tax value within each census tract.
We then calculate the value for earlier years based on the annual adjustment factors reported in Table 1. However, we are not
able to compute market values for non-listed firms; hence, the measure of market value used in our analysis will underrate the
true value of wealth for most business owners. As market values do not play a direct role in the empirical analysis, this has no
consequences for the regression analysis.
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regimes that have existed between 2007 and 2017. It is clear that the reforms have indeed generated
considerable variation in tax liabilities, particularly at higher wealth levels. There is also substantial
variation within each wealth percentile. Even at the highest wealth levels, there are owners with zero
tax change across the tax regimes (i.e. they do not pay wealth tax under any tax regime). This is due to
the fact that some assets are valued well below market value, while debt is in most cases deductible at
market value. For the vast majority of firm owners, the difference between the “best” and the “worst”

wealth tax regime is well below NOK 50,000.

(a) Wealth tax, kroner (b) Wealth tax / Net wealth (c) Wealth tax / Wage costs

. e
/f —

-
/

Share of business owners

Share of business owners

Share of business owners

T T T T
100 200 300 400
Wealth tax liability (1,000 NOK)

T
500

T
2

—— 2007

T
. B 8
Wealth tax liability, % of net wealth

2012

2017

T
1

y
5 10 15 20
Wealth tax liability, % of wage costs

Figure 1. The distribution of potential wealth tax liability among owners of family controlled
firms

Note: The cumulative density functions show wealth tax liabilities that are based on the level and composition of wealth two
years before the respective tax years. Panel (a) shows potential wealth tax measured in kroner (NOK), panel (b) shows the tax
rate; i.e., the wealth tax divided by the taxpayers net taxable wealth, and panel (c) shows the wealth tax divided by the total
wage costs in the taxpayer’s firm (weighted by owner share).
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Figure 2. The reform-generated variation in wealth tax liabilities among owners of family
controlled firms 2007-2017, based on the 2015 net wealth distribution

Note: For each percentile in the observed (market-evaluated) wealth distribution in 2015, the figure show statistics for the
distribution of the difference between the highest and the lowest tax liability based on all the tax systems that have been in
operation from 2007 through 2017.
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5 Empirical analysis

Before we turn to the outcomes of primary interest, we use our empirical model (Equation (1)) to
explore the relationship between the potential and the actually paid wealth tax. Recall that the potential
tax liability calculated for a given year is based on the wealth reported two years before; hence, it will
deviate from the actually paid tax for two reasons: First, individual wealth fluctuates considerably
from year to year for reasons unrelated to the wealth tax. Second, the design of the wealth tax may
entail avoidance strategies, e.g., in terms of tax-minimizing asset composition. Both these mechanisms
imply that we expect the empirical relationship between potential and actual tax liability to be

characterized by a coefficient considerably below unity.

Our identification strategy relies on the idea that any spurious correlation between the residual in

Equation (1) and the potential tax liability two years after the base-year (T, (w,, )) is absorbed by the

controls for hypothetical tax liabilities calculated according to all tax regimes that existed during the
estimation period. If this assumption holds, we expect the estimated impact of potential on actual tax
liability to be stable with respect to the inclusion/exclusion of other control variables. To evaluate the
solidity of the identifying assumption, we estimate a number of alternative models, characterized by
large differences in the sets of control variables allowing for differential time trends along multiple
dimensions. In a “baseline” model, we control for base-year fixed effects only; whereas the alternative
models include individual/household characteristics as well as base-year (11 categories) interacted
with indicators for firm size (7 categories), industry (84 categories), and municipality (430 categories).
Given that we estimate several effect parameters, we use a graphical presentation form for the results.
The estimated effects on actually paid tax are shown in Figure 3; for the same year as the calculated
potential tax liability (two years after the base-year), as well as for the two subsequent years (year +1

and +2).

A first point to note from Figure 3 is that there is a remarkable stability across models with different
conditioning sets. Focusing on the relationship between potential and actual wealth tax measured in
the same year, the estimated coefficient is 0.5, regardless of the choice of control variables. A second
point to note is that there appears to be a positive relationship between the potential wealth tax in a
given year, and the actually paid wealth tax in the subsequent two years also. A plausible explanation
is that the tax regime changes slowly; hence, since our model does not incorporate the potential tax
liability in years +1 and +2, the potential wealth tax calculated for “same year” picks up an element of
tax regime persistence. We are interested in these lagged effects because the employment effects of the
wealth tax are likely to materialize gradually and, hence, need to be interpreted in light of concurrent

as well as lagged influences of the potential tax liability calculated for a specific year.
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Figure 3. The estimated effects of potential wealth tax on actually paid tax

Note: The outcome in this regression is the actually paid wealth tax divided by the total wage bill in the base-year. The
reported estimates are the delta-coefficients in Equation (1). Individual controls include dummy variables for household type
(couple, single male, single female), age (five categories, the man’s age in households), earnings components in base-year
(wages, self-employment income, dividends), and immigrant status (native, other Western country, Eastern Europe, rest of
world; status of the man in households). Controls for firm size include 7 firm-size dummy variables, all interacted with base-
year (11 dummy variables). Controls for industry are based on two-digit NACE and contain 84 dummy variables, also
interacted with base-year dummy variables. Controls for municipalities include dummy variables for each of Norway’s 430
municipalities, again interacted with base-year dummy variables. The model with “all controls” include all the above listed
controls (including interactions) at the same time. Point estimates are reported with 95% confidence intervals. Standard errors
used to compute these confidence intervals are clustered at the person/household level.

5.1 Effects on employment

If a firm is credit constrained — e.g., due to asymmetric information — the owner’s allocation of own
economic resources into the firm becomes important for the firm’s development. A possible impact of
a wealth tax then comes from two different sources. The first is that the wealth tax affects the
taxpayer’s overall wealth accumulation. This effect is normally considered negative, both due to the
tax payment itself and due to a negative substitution effect arising from the reduced returns on savings.
However, there is also a positive income effect, arising from the need to save more today in order to
pay for future taxes. If the income effect is sufficiently large and the substitution effect sufficiently
small, a positive impact on overall after-tax wealth accumulation is possible, and, according to Ring
(2020b), even empirically relevant. The second source of wealth tax influence comes through a
portfolio composition effect: A higher wealth tax gives the taxpayer stronger incentives to place
economic wealth into assets with lower tax-value relative to market-value. An unlisted firm serves this

purpose, particularly if the added capital is used to expand employment.

In this subsection, we examine empirically how the business owners’ potential wealth tax affects the
change in productivity-adjusted employment in their tightly held firms. Assuming that the wage level

reflects the marginal productivity of labor, productivity-adjustment is achieved by using the firms’

Vit

, can then
WBjo

total wage bill as the employment variable, such that y, =WB, —WB,,. The outcome,
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be interpreted as the relative change in (productivity-adjusted) employment from the base-year to the
respective outcome years; conf. Equation (1). It is defined at the firm level (weighted with owner-
share in the base-year), irrespective of any change in ownership occurring after the base-year. To
avoid excessive influence of outliers, we have top-coded the dependent variable at 3, such that an
increase in employment larger than 200% is set to 200%.3 Using the total wage bill as a measure for
(productivity-adjusted) employment also has the advantage that is considered to be a very reliable
piece of information. However, as we cannot rule out that the owner’s wealth tax also influence the
wage level among employees, we also perform the analysis based on an employment measure that
simply counts work-hours reported to the administrative employer-employee register (although
information on hours is considered less reliable than information on wage costs). The results from this

exercise are presented in Appendix B. They turn out to be very similar to those based on the total wage
bill.

Figure 4 illustrates the distribution of the outcome variable, for the same year as the calculated
potential tax liability (two years after the base-year), and for the two subsequent years (year +1 and
+2). In the year of the potential tax liability, 10% of the firms no longer have any employees.
Approximately 30% have the same employment as in the base-year (+/- 10% in total wage bill). Only
around 1% of the firms have increased employment by 200% or more, such that the outcome is
affected by the top-coding. For the subsequent years, the changes become somewhat larger in both

directions, but the fraction of top-coded observations remains as low as 2%.

oo
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Share of business owners
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—— Same year t+1 t+2

Figure 4. Distribution of the percentage change in productivity-adjusted employment (total wage
bill) from the base-year to the outcome year

Note: The figure shows the cumulative density function of the relative change in owner-weighted total wage bill from the
base-year to the potential tax year (same year; two years after the base year), and for the two subsequent years. Data pooled
over all available base-years and outcome years.

3 We present result for models without top-coding in Appendix. It turns out that point estimates are very similar to
those based on top-coded data, but that standard errors become larger.
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A central result of our paper is presented in Figure 5. Here, we show point estimates for the
employment effect for each of the three outcome years, with 95% confidence intervals. Estimates are
based on Equation (1) and presented for a baseline version of the model (with no additional controls),
as well as for the models with added control variable sets interacted with base-year dummies. The
explanatory tax variable of interest is the wealth tax that will apply in the second year after the base-
year, provided that the base-year wealth is kept unchanged. Given the structure of the model (Equation
(1)), the reported coefficients can be interpreted as estimated effects on the number of money units
used to pay wages per unit potentially paid in wealth tax. Hence, the baseline estimates presented in
Figure 5 imply that a 1 unit increase in the potential wealth tax increases the money spent on wages in
the tax-payer’s firm with 0.30 units in the same year, and with 0.55 and 0.65 units, respectively, in the
subsequent two years. As expected — and in accordance with our identifying assumption — the
estimated effects change very little when we add in various control variable sets interacted with base-
year dummy variables. The effects estimated for the two subsequent years may reflect both that it
takes some time before changes in the capital available to the firm result in changed employment and
that the potential wealth tax in one year will be correlated with the tax liability in subsequent years;
conf. Figure 3. The identifying variation in tax liability is too small to facilitate a disentanglement of

these two mechanisms.
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Figure 5. The estimated effects of potential wealth tax on productivity-adjusted employment
Note: The number of observations is 460,585. The dependent variable is the relative change in the owner-weighted total
wage-bill from the base-year to the outcome-year. The reported estimates are the delta-coefficients in Equation (1). To avoid
excessive outlier influence, the dependent variable has been top-coded at 3. For the definition of the various control variable
sets; see note to Figure 3. Point estimates are reported with 95% confidence intervals. Standard errors used to compute these
confidence intervals are clustered at the person/household level.

Considering the sizes of the reported effect estimates in light of the typical sizes of the wealth tax and

its reform-generated changes, it seems clear that the wealth tax has played an extremely small role in
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explaining employment fluctuations in Norway. According to Figure 1, as much as 90% of the
business owners in Norway pays less than NOK 100,000, and our estimation results suggest that a tax
cut equal to this number is expected to reduce wage costs by approximately NOK 50,000, which

corresponds to only a tenth of an average fulltime employee.

While we have used a sample restriction ensuring that the wage bill (not including self-employment
income) in the base-year exceeds NOK 500,000 in the baseline model (approximately corresponding
to one full-time-full-year employee), we present in Figure 6 results based on alternative data
restrictions on the initial firm size, including a version where we include self-employment income in
the definition of the wage bill. Despite considerable changes in size as well as the composition of the
estimation samples, with sample sizes varying from 107,108 to 1,037,406 (see Appendix A for
details), the main results are remarkably stable across the different data cuts. Point estimates indicate
somewhat bigger effects in the largest firms. In Appendix B, we present a range of additional
robustness exercises, based on an alternative (non-parametric) specification of the explanatory tax
variable, alternative specifications of the outcome variable (without top-coding and with a categorical
employment growth variable), and with an alternative scaling of the tax liability (dividing by the
owner’s net wealth instead of by the total wage bill). The main findings remain similar across the

alternative specifications.
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Figure 6. The estimated effects of potential wealth tax on productivity-adjusted employment,

based on alternative data cuts defined by the size of the firm’s initial (owner-weighted) wage bill.
Note: Sample sizes vary across the different data cuts. For the same year effect, they are as follows: Baseline model: 460,585;
Wage bill between 100,000 and 1,000,000: 329,307; Wage bill above 100,000: 611,672; Wage bill above 1,000,000:
282,365; Wage bill above 2,500,000: 106,412; Wage bill including owner’s self-employment income above 500,000:
809,476. Point estimates are reported with 95% confidence intervals. Standard errors used to compute these confidence
intervals are clustered at the person/household level.

The apparent dominance of positive income and/or portfolio composition effects does not imply that
liquidity constraints are irrelevant for all firms. For owners with little liquid wealth, the tax liability

may still generate a negative association between the wealth tax level and the firm’s employment
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growth, as the owner may be forced to pull savings out of a credit-constrained firm in order to pay the
tax. In Figure 7, we report separate estimates for owners with low and high liquidity. Low liquidity is
in this case defined as the potential wealth tax exceeding 10% of the owner’s liquid assets according to
at least one of the tax regimes that have existed in our estimation period, and based on this criterion,
only 12.9% of the business owners are considered to have low liquidity. All others are considered to
have high liquidity. For owners with high liquidity, the positive effects of the wealth tax liability
become considerably larger than in the baseline model, whereas for owners with low liquidity, the
estimates become negative, particularly in the year of the tax liability. Hence, a negative liquidity

effect does seem to be important for some owners.

1.5
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T T T
Same year +1 +2

@ Baseline 2007-11 2013-17 Low liquidity High liquidity

Figure 7. Heterogeneous effects of the potential wealth tax on firm employment: By time-period

and owner liquidity.

Point estimates are reported with 95% confidence intervals. Standard errors used to compute these confidence intervals are
clustered at the person/household level. Sample sizes (same year) are as follows: 2007-11: 195,589; 2013-17: 221,034; Low
liquidity: 59,570; High liquidity: 401,015.

Given that the wealth tax influences firm investment through both income, substitution, and portfolio
composition effects, we should not expect all sources of wealth tax changes to have the same effect. In
particular, while the substitution and portfolio reallocation effects primarily are related to marginal tax
rates, the income effect (and the direct effect of the tax liability) will have full force also for tax
changes caused by manipulation of the lower tax threshold. Hence, by comparing estimated effects
across periods characterized by different blends of identifying reform-based variation, we may shed

some light on the underlying mechanisms.

While the tax reforms during the first part of our data window were dominated by increased lower tax
thresholds and variations in valuation rules for homes and shares, the reforms in the later part were
dominated by cuts in the marginal tax rate. Hence, if our estimated positive effect of the wealth tax

level primarily is driven by a large positive income effect, we would expect the estimated effect to be
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similar across the two periods. If it is driven by portfolio composition effects, it should be larger in the

second period.

In Figure 7, we show estimates built on the tax-years from 2007 through 2011 and from 2013 through
2017, respectively, representing each of these periods. While the estimated effects during the period of
threshold increases are close to zero and statistically insignificant, the effects during the period
dominated by changes in the marginal tax rate are large and positive. Hence, it appears that the
estimated positive effect of the wealth tax comes thorough the composition of wealth more than

through overall wealth accumulation.

5.2 Effects on capital flows between firm and owner

In order to take a closer look at the mechanisms behind the identified relationships between the wealth
tax and employment growth, we use in this section the model in Equation (1) to examine outcomes

capturing the flow of capital between the owner and the firm, measured at the firm or at the household
level. This analysis requires access to accounting data, and it can therefore be implemented for limited

liability companies only.

Figure 8 first shows the distribution of the outcome variables in question; i.e., a) net investments in
fixed assets in the firm (fixed assets in outcome year minus fixed assets in base-year), b) investments
in liquid assets in the firm (liquid assets in outcome year minus liquid assets in base-year), c)
dividends paid to the owner, and d) salary paid to the owner; in all cases relative to the firm’s wage

bill in the base-year (WB,, ).* Except for the owner’s own salary, all these outcomes have a

concentration around zero, particularly investment in fixed assets and dividend payments. Dividends

are actually zero in almost 70% of the business-years.

4 To reduce the influence of outliers, we have censored extreme observations, such that reductions corresponding to
more than 100% of the initial wage bill are set to -100, while increases corresponding to more than 200% are set to 200. We
note from Figure 8 that all the outcomes have a large concentration around zero, and that the censoring affects only a small
fraction of the observations.
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Figure 8. The distribution of outcomes related to firm investments, owner dividends and salary,

measured in percent of initial wage bill.

Note: In panels (a) and (b), the variables are defined as changes from the base-year to the year in question, divided by the
total wage bill in the base-year. In panels (c) and (d), the outcome variables are defined as the capital flow in the year in
question, again divided by the total wage bill in the base-year.

The estimation results are summarized in Figure 9. The point estimates for the total sample indicate
that the firm’s investment in fixed assets is completely unaffected by the wealth tax, whereas point
estimates indicate a positive effect on the firm’s liquid assets and a contemporary negative effect on
dividends and salary to the owner. Again, estimates are stable across models with different
conditioning sets. The pattern displayed in Figure 9 is consistent with the findings for employment. On
average, higher wealth tax liability induces owners to allocate more capital into the firm, and the

added capital is used to invest in human rather than physical capital.
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Figure 9. The estimated effects of potential wealth tax on investment in firm assets, dividends,

and owner takeout.

Note: The sample comprises owners of limited liability companies only, and the sample size is 409,412. In panels (a) and (b),
the outcome variables are defined as changes from the base-year to the year in question, divided by the total wage bill in the
base-year. In panels (c) and (d), the outcome variables are defined as the capital flow in the year in question, again divided by
the total wage bill in the base-year. For the definition of the various control variable sets; see note to Figure 3. Point estimates
are reported with 95% confidence intervals. Standard errors used to compute these confidence intervals are clustered at the
person/household level.

We also report separate estimates for the alternative data cuts, obtained by manipulating the size
requirement in the base-year. The results, shown in Figure 10, indicate a similar effect pattern across
the different samples, with a possible exception for the negative longer-term liquidity effect estimated
for the largest firms. It is notable, though, that the negative liquidity effect in large firms is matched by

a particularly large positive employment effect; conf. Figure 6.



22

(a) Fixed assets (b) Liquid assets
44 44
24 24
oAc-nﬂ —————— —iﬂq —————— @Hl ojlq ______ ¢ H} —————— ﬁ% -
-24 -2
4 | 4 |
6 6 |
Samé year 1 +2 Samé year +1 +2
(c) Dividends (d) Salary to owner
44 44
24 2
o;ITI —————— g — — ——— — QILﬂ OtePhr —— — —— e — — — — — — e
-2 I TJ -2
4 4
6 6 |
Same year 1 +2 Same year +1 +2
@ Baseline Wage bill (100k-1,000k) Wage bill > 100k
Wage bill > 1,000k Wage bill > 2,500k

Figure 10. The estimated effects of potential wealth tax on investment in firm assets, dividends,
and owner takeout, based on alternative data cuts defined by the size of the firm’s initial (owner-
weighted) wage bill.

Note: Sample sizes vary across the different data cuts. For the same year effect, they are as follows: Baseline model: 409,412;
Wage bill between 100,000 and 1,000,000: 230,319; Wage bill above 100,000: 493,982; Wage bill above 1,000,000:
263,663; Wage bill above 2,500,000: 103,587. Point estimates are reported with 95% confidence intervals. Standard errors
used to compute these confidence intervals are clustered at the person/household level.

Finally, Figure 11 reports separate effects for the different reform periods and for owners with low and
high liquidity. Again, the effect pattern appears to be consistent with the corresponding pattern
identified for employment effects. During the first reform period, dominated by the rise in the lower
tax thresholds, we estimate negative effects on firm liquidity (though not individually statistically
significant), suggesting that the direct liquidity effect of the higher tax payment dominated in this
period; see panel (b). This negative effect is also identified for taxpayers with low liquidity. Hence,
while owners with high liquidity increase the level of liquid firm assets in response to higher wealth
tax, owners with low liquidity do seem to drain the liquid assets of the firm. However, as shown in
panels (c) and (d), a wealth-tax-generated reduction in liquid assets in firms owned by liquidity-
constrained owners is not matched by higher dividends or salary to owner. Changes in the wealth tax

for this group of owners thus seem to affect the firm primarily through its paid-in equity.
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Figure 11. Heterogeneous effects of the potential wealth tax on investment in firm assets,

dividends, and owner takeout: By time-period and owner liquidity.

Point estimates are reported with 95% confidence intervals. Standard errors used to compute these confidence intervals are
clustered at the person/household level. Sample sizes (same year) are as follows: 2007-11: 195,589; 2013-17: 221,034; Low
liquidity: 58,151; High liquidity: 351,261.

6 Concluding remarks

As all redistributive taxes, the wealth tax creates behavioral distortions. The research literature has
primarily focused on how a wealth tax distorts decisions regarding consumption and saving, through
income and substitution effects. In addition, there is a literature focusing on credit-constrained
businesses and the risk that a wealth tax imposed on owners may drain their firms for economic
resources, drag down growth, and reduce employment. In the present paper, we have examined the
empirical relationship between a wealth tax imposed on owners of small and medium sized firms and
subsequent firm growth. On average, we have found no support for a negative effect of a moderate
wealth tax on employment in firms controlled by the taxpayers. To the contrary, we have identified a
significant positive relationship between wealth tax liability and employment. A positive employment
effect can be explained by a strong income effect (the taxpayer saves more now in order to prepare for
future taxes). However, it appears that the estimated employment effect of a given change in the
wealth tax is much larger when the identifying tax reforms are associated with changes in the marginal
tax rate than when they primarily are associated changes in the lower tax thresholds. This finding
highlights an additional channel for the influence of the wealth tax imposed on firm owners, namely a

portfolio composition effect. The portfolio composition effect arises because it is almost impossible



24

for tax authorities to assess the true market value of non-listed firms that are not traded in a market,
implying a tendency for such firms to obtain a tax-value well below their true market value. This gives
firm owners a tax-based incentive to place their wealth in the firm, particularly by increasing
employment, and this incentive becomes stronger the higher is the (marginal) wealth tax. In Norway,
the tax-incentive to invest in non-listed firms has, in some periods, been deliberately strengthened by

the provision of a tax rebate on “working capital.”

Consistent with this story, we find that the wealth tax reductions implemented up to around 2013 —
primarily thorough increased thresholds — had little effect on employment in small and medium sized
family-controlled firms, while the tax reductions implemented later on — primarily through reductions
in the marginal tax rate — had negative employment effects. However, although the portfolio
composition effect appears to dominate the aggregate picture, our analysis confirms that credit
constraints may generate negative employment effects in firms owned by household with poor
liquidity. Hence, there is not a single and unambiguous answer to the question of how changes in the
wealth tax influences employment in small and medium sized business. Rather, the answer depends on

the source of the changes as well as of other existing features of the tax system.
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Appendices

Appendix A: Construction of analysis samples and descriptive statistics

Table A1 provides a description of how we constructed the baseline dataset used in the empirical
analysis. The starting point is the set of all firms controlled by individual households. However, the
vast majority of them have (from our perspective) negligible economic activity, with total
earnings/wages below the level required for being the main source of income for any owner-family or
employees. By requiring at least one employee (potentially including the owner) the number of firm-
household-year observations (over 11 years) is reduced from 3.7 to 0.8 million observations. The
sample is further slightly reduced (by 657 observations) by setting an upper limit of 100 employees
and somewhat more reduced (by 3,0310bservations) by removing owners with net wealth above NOK
100 million. Finally, in the baseline sample, we require that the firm has wage costs consistent with at
least one employee (full-time-full-year-equivalent) in addition to any self-employment income, and

end up with the sample described in Table A1, row E.

Table Al. Construction of analysis samples and the number of firm-household-year observations (2005-2015)

All Limited Self-
liability firms employed
A. ?;i lfi;r;-llilocl)lls;e}llglodo-)year observations with positive turnover in the firm 3,717,302 794,462 2,922,840
B. P;isnzrr-equirement of at least one employee, including a self-employed 813,164 412,689 400,475
C. Plus a requirement of no more than 100 employees 812,507 412,038 400,469
D. Plus a requirement that the owner’s net wealth (market value) does not 809,476 409,412 400,064

exceed NOK 100 mill.

E. As in row D, but with the requirement in row B modified such that it
requires at least one employee in addition to the self-employed owner 460,585 409,412 51,173
(baseline sample)

Note: The minimum employment requirement is implemented by requiring total annual wage costs to exceed NOK 500,000,
including or excluding self-employment income (rows B and D, respectively). This threshold corresponds approximately to

the average full-time-full-year earnings in Norway.

Figure 6 reported main estimation results for a number of alternative data cuts, defined by different
initial conditions on the firms’ initial (base-year) wage bills. In Table A2, we show descriptive

statistics for each of the resultant samples.
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Table A2. Descriptive statistics for the alternative sample cuts used in Figures 6 and 10

Size of wage bill in base year (1,000 NOK)

(means/fractions)
> 500
> 500 (incl. self-
(baseline) 100-1,000 > 100 > 1,000 > 2,500 emp. inc.)
Number of observations 460,585 331,878 616,055 284,177 107,108 809,476
A. Type of owner/household
Household with more than 1 individual 0.64 0.58 0.62 0.67 0.70 0.61
Single male 0.28 0.31 0.30 0.28 0.26 0.33
Single female 0.07 0.10 0.08 0.05 0.04 0.07
B. Household characteristics
Gross wealth, stipulated market value 10,974 14,991 8,071
(1,000 NOK) 9,447 6,506 8,567
Gross wealth, tax value (1,000 NOK) 5,448 3,226 4,796 6,629 9,833 4,366
E(e)t Igealth, stipulated market value (1,000 6,710 4,264 5,971 7,964 11,419 5,472
Net wealth, tax value (1,000 NOK) 2,712 984 2,200 3,619 6,261 1,767
Potential wealth tax (1,000 NOK) 28.7 12.3 23.9 37.4 63.1 20.0
Liquid assets (1,000 NOK) 918 694 849 1,029 2,738 866
1 0,

Potential wealth tax rate (% of net taxable 017 0.10 015 0.21 0,29 0,14
wealth)
Potential wealth tax relative to (owner-
weighted) wage costs (%) 1.61 2.74 2.09 1.33 1.19 7.28
C. Firm characteristics (weighted by
owner share)
Total wage bill (1,000 NOK) 2,206 531 1,730 3,129 5,707 1,674
Total employment (fulltime equivalents) 5.05 1.56 4.08 7.03 1.41 3.44
D. Firm characteristics limited liability
companies only (weighted by owner
share)
Number of observations (limited liability 409,412 230,319 493,982 263,663 103,587 409,412
companies only)
Fixed assets (1,000 NOK) 1,177 444 1,042 1,563 2,715 1,177
Liquid assets (1,000 NOK) 1,415 696 1,264 1,756 2,738 1,415
Dividend payments to owner (1,000 NOK) 240 82 206 315 514 240
Salary to owner (1,000 NOK) 622 453 564 693 794 703

Note: The term “potential wealth tax” is used to indicate the wealth tax liability based on the level and composition of wealth
two years before the respective tax years. Data reported in panel D are available only for limited liability companies (not for
sole proprietorships)

Appendix B: Additional robustness exercises

Employment outcome based on reported hours worked

In the baseline results for employment effects reported in Figure 5, the employment outcome is
defined as the relative change in a firms (owner-weighted) the total wage bill from the base-year to the
outcome year. To ensure that the estimated effects are not dominated by any influence on wage levels,
we also estimate the model based on an outcome variable defined as the relative change in fulltime-
equivalent man-years (constructed from reported work hours in the employer-employee register). The
results are presented in Figure B1. They indicate somewhat stronger positive employment effects than
what we found in the baseline model. A plausible interpretation of that is that the marginal employees

(new hires and separations) on average have lower wages than stable employees.
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Figure B1. The estimated effects of potential wealth tax on employment based on reported wage

costs (baseline model) or reported hours.

Note: The data-points marked “Wage costs” repeat the baseline estimates from Figure 5. The data-points marked “Fulltime
equivalent man years” repeat estimates for the same model (Equation (1)), but the relative change in man-years (from base-
year to outcome year) as the dependent variable instead of the relative change in total wage costs. The number of man-years
is computed based on the reported workhours in the employer-employee register. The number of observations is 460,585. To
avoid excessive outlier influence, the dependent variable has been top-coded at 3. Point estimates are reported with 95%
confidence intervals. Standard errors used to compute these confidence intervals are clustered at the person/household level.

Non-parametric model specification

The baseline model is based on a linear relationship between the wealth tax (including the
counterfactual tax-rate controls) and the outcome variable. To examine the validity of this assumption
we code all tax variables categorically and re-estimate the model. As in the baseline model, all tax-
variables are specified relative to the wage bill in the base year. The categories we use are: (0-1%], (1-
2.5%], (2.5-5%], (5-10%], (10-15%] and (15%+). The excluded reference category is 0%, which
constitutes approximately 50% of the sample. The results are displayed in Figure B2, where we also
include the linear baseline model for comparison. For the baseline model we plot the linear coefficient

(as displayed in Figure 5) multiplied with the mean wealth tax / WB within each of the categories.
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Figure B2. The estimated effects of potential wealth tax on productivity-adjusted employment

Estimation result from non-parametric model specification

Note: The data-points marked “Non-parametric specification” show estimates attached to indicator variables for potential tax
relative to wage costs in the intervals (0-1%], (1-2.5%], (2.5-5%], (5-10%], (10-15%] and (15%+), with 0 as the reference.
Both the actual tax (T2) and all the counterfactual tax rates (Ts) are coded this way. The data-points marked “Linear baseline
model” show, for comparison, the corresponding estimates resulting from the baseline (linear) model, based on average tax
rates computed within each interval. The number of observations is 460,585. To avoid excessive outlier influence, the
dependent variable has been top-coded at 3. Point estimates are reported with 95% confidence intervals. Standard errors used
to compute these confidence intervals are clustered at the person/household level

Alternative specifications of the outcome variable

In the baseline specification, the outcome variable is growth in the total wage bill since the base year.
This variable has a natural lower limit of zero, but to reduce the problem with outliers we top-code this
outcome at 3 (equal 200 percent growth). In Figure B3 we display results also without this top-coding.
We can see that our main findings do not hinge on this top-coding at all. In the same graph, we also
display results for a similar model but with a categorical outcome. We divide all outcome years in
three groups: Those with a reduction in the wage bill of more than 10% are coded -1, and those with
an increase of more than 10% is coded 1. The rest are coded 0. We see that our findings are robust also
to such manipulation of the outcome. Overall, we conclude from this that neither outliers in the

outcome variable nor functional form issues appear to drive our main findings.



31

e

Same year t+1 t+2

® Baseline
Mo top-coding
Categorical outcome: -1 = -10% or less, 0 = (-10%, 10%), 1 = +10% or more

Figure B3: The estimated effects of potential wealth tax on productivity-adjusted employment

Estimation results from alternative specifications of the outcome variable

Note: The data-points marked “No top-coding” display results for the baseline model without censoring the outcome variable
at 3. The data-points marked “Categorical outcome” report results from a model where the outcome variable takes three
discrete values only; i.e., -1 (with at least 10% decline in the total wage bill), 0 (with less than +/- 10% change in the wage
bill), and 1 (with more than 10% increase in the wage bill). The number of observations is 460,585. Point estimates are
reported with 95% confidence intervals. Standard errors used to compute these confidence intervals are clustered at the
person/household level

Alternative model based on average tax-rates

In the baseline model, we divide both taxes and the outcome variables by the firms’ wage bill in the
base-year. An alternative way to scale the wealth tax is to divide by net wealth to obtain what we can
think of as an average tax rate for wealth. We display the distribution of average wealth tax in Figure
1. In Figure B4 we show estimation results from a model where we relate the growth in the total wage
bill, i.e. the same outcome as in the baseline mode, to the average tax rate for wealth. We present
results from a linear model as well as a non-parametric model, following the same strategy as in

Figure B2.
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Figure B4: The estimated effects of potential wealth tax on productivity-adjusted employment
Estimation results from alternative model based on average tax-rates

Note: The graphs show estimates defined in the same way as in Figure B2, but with the potential wealth tax divided by net
wealth in the base-year instead of by total wage costs. The number of observations is 460,585. Point estimates are reported
with 95% confidence intervals. Standard errors used to compute these confidence intervals are clustered at the
person/household level
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