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Job Market Paper

“Curbing Tax Flight? Aggregate Effects of Taxing Entrepreneur Migration”

This paper examines the trade-off policymakers face when seeking to curb tax-motivated migra-
tion through out-migration taxes. I use Norway as a laboratory—a small open economy where
tax flight is a key policy concern. Exploiting a recent increase in the wealth tax rate at the top of
the wealth distribution, I document a significant migration response. Out-migrating households
not only reduce the size of the domestic tax base, but many are firm owners. Firms of out-
migrating owners experience on average a 12.6% decrease in firm revenue compared with firms
where the owners stay. To analyze the aggregate effects of the reform and the effectiveness of
out-migration taxes, I develop a dynamic equilibrium model where heterogeneous entrepreneurs
make forward-looking savings and migration choices. Entrepreneurs who choose to operate their
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firm in a different location than they are currently residing may suffer a hair-cut to their pro-
ductivity. I estimate the key model parameters using the quasi-experimental evidence from the
tax reform.
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