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Outline
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Tax to GDP ratio China and the Netherlands
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Concerns about trends in income inequality and wealth inequality:
- World Bank, OECD, European Commission and IMF
- Nobel Prize Laureates Shiller (2013), Deaton (2015)

- Saez, Morelli, Atkinson et al.

Piketty (2014): Distribution of income and

i dhe Tweniy-First Ceniury

wealth will become increasingly unequal.

Reason: return on capital > economic growth
THOMAS

—> The wealthiest will ‘earn” higher and higher PIKETTY

share of national income ( 3:11)
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Debate
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Pre and Post-Tax Top 1 Percent Shares for Selected Countries
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Dutch share top incomes 1990-2012
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Dutch share of taxes of top incomes 1990-2012
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Income shares top 1%
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1970-2012

1970-2011
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e USA and UK: top income shares rose sharply = over 0.23
percent each year in the period 1970-2012

e AUS, Singapore and NZ: significant positive trend more
concentration at the top (< 0.13)

e Jap, Swe and Suisse: modest rise top income share (0.05)
e France and the Netherlands: neglectable
e Denmark: significant decline top income share!

Mean 11 countries: significant positive trend at rate 0.09 percent
per year = At this rate it will take over years before total
income will be earned by the top 1% earners! B

Gimmick: it might be wrong to think about a worldwide
increase in income concentration among the top 1%
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Taxing the Wealthy

A Global Wealth Tax above one million
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Distribution of wealth in the Netherlands
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Growing wealth concentration in the Netherlands?
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How unequal is private wealth distributed?
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Effect of built-up pension rights
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== = private wealth including pension savings

private wealth

Source: Caminada, Goudswaard & Knoef (2015) Leiden University. The university to discover.



Results
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TABLE 7.2 Inequality of capital ownership across time and space

Medium-

Lowi I Medium hich —— \/oodiitdit | Netherlands Idem,
Share of different groups owinequality inequality . s . . N . inequality 2010 including
. . (never observed: o inequality inequality . .
in total capital ideal society?) (= Scandinavia, (=Europe (= US 2010) (2o | Caminadaet  pension
Re 1970s-1980s) P 1910) al (2014)  savings
2010)
Top 10% "upper
lass" 30% 50% 60% 70% 90% 61% 50%
Class
Including top 1%
("domi ¢ class”) 10% 20% 25% 35% 50% 25% 17%
ominant Class
Including next 9%
("well-t-do-class") 20% 30% 35% 35% 40% 37% 33%
WwelLl-1-ao-Class
The middle 40%
("middle class") 45% 40% 35% 25% 5% 41% 46%
mi € Class
The bottom 50%
. . 25% 10% 5% 5% 5% 4%
("lower class")
Corresponding Gini 0.33 0.58 0.67 0.73 0.85 0742 0.626

Source: Piketty (2014, p. 248) and calculations based on CBS IPO and CBS microdata



Piketty and The Netherlands
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Lessons from Optimal Taxation
in a second-best word

¥ Universiteit Leiden
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Mirrlees’ Optimal Taxation: Trade-offs Tax Reform

Several
disciplines
and order
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Ideal World: Optimal Commodity Taxation
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Reinterpretation of the Ramsey Rule
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Policy Implications
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Distortion of taxes
< low - high

Immovable Indirect taxes Personal Income Corporate

property (VAT) Taxes Income Taxes
Death taxes

Mirrlees Review, OECD, literature

Weltare enhancing tax policy
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Empirics on a Free Lunch
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Summing-up: Taxing top incomes and wealth
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Summing-up: Taxing top incomes and wealth

Piketty proof No? Yes
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Political Economy of Tax Reform (OECD)
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Some related work — downloads via

www.economie,leidenuniv.nl
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