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Some politicians are proposing to introduce wealth taxes in addition to income and capital gains taxes. Let's try modeling the effects of various levels of wealth tax to see what they would mean in practice for a startup founder.



Suppose you start a successful startup in your twenties, and then live for another 60 years. How much of your stock will a wealth tax consume?



If the wealth tax applies to all your assets, it's easy to calculate its effect. A wealth tax of 1% means you get to keep 99% of your stock each year. After 60 years the proportion of stock you'll have left will be .99^60, or .547. So a straight 1% wealth tax means the government will over the course of your life take 45% of your stock.



(Losing shares does not, obviously, mean becoming net poorer unless the value per share is increasing by less than the wealth tax rate.)



Here's how much stock the government would take over 60 years at various levels of wealth tax:








	wealth tax
	government takes



	0.1%
	6%



	0.5%
	26%



	1.0%
	45%



	2.0%
	70%



	3.0%
	84%



	4.0%
	91%



	5.0%
	95%





A wealth tax will usually have a threshold at which it starts. How much difference would a high threshold make? To model that, we need to make some assumptions about the initial value of your stock and the growth rate.



Suppose your stock is initially worth $2 million, and the company's trajectory is as follows: the value of your stock grows 3x for 2 years, then 2x for 2 years, then 50% for 2 years, after which you just get a typical public company growth rate, which we'll call 8%. [1] Suppose the wealth tax threshold is $50 million. How much stock does the government take now?




	wealth tax
	government takes



	0.1%
	5%



	0.5%
	23%



	1.0%
	41%



	2.0%
	65%



	3.0%
	79%



	4.0%
	88%



	5.0%
	93%





Source: https://paulgraham.com/wtax.html
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