
Tax policy reform: equity, fairness,
and health
7 March 2023

Louise Delany

Summary
The way that we collect government revenue in Aotearoa New Zealand helps
perpetuate inequalities and provides insufficient money for public services to deal
effectively with a daunting range of economic, social, health and climate change
crises. Our tax system does not regard wealth as a source of revenue: we do not tax
assets, inheritances, or gifts (with some exceptions). Our system does not
demonstrate compliance with Te Tiriti o Waitangi.

This briefing outlines principles for redesign of our tax system and suggests changes.
These proposals for change would need political commitment for them to become
reality:  

A higher income tax rate for those with high incomes: a 50% tax rate on income
over $150,000, instead of the current top rate of 39% over $180,000.
A 2% annual tax on net wealth over $2m (net after debts subtracted) eg, an
annual $20,000 on $3m net wealth, along with a wealth transfer tax
More openness in the tax system - disclosure and public access to tax-related



information.

Tax is critical to creating the world we want. Through taxation we fund the essential
services that support a well-functioning community and enable basic social, health,
economic and environmental goals to be achieved. Tax design is about how we gather
government revenue, from whom and from which sources.

Values underlie how we gather government revenue. Positive values, such as fairness,
equality, and responsibility for others, promote our connection with others and social
cohesion. These values are expressed in the concepts of manaakitanga, whanaungatanga,
and kaitiakitanga - the nurturing of Te Taiao, the living world.

We know that huge inequities exist in Aotearoa. These inequalities reflect historical
injustices and current unfair systems. Our tax system helps generate and perpetuate this
unfairness.

This briefing suggests how we can reframe our tax design so that it is fairer and has
increased capacity to provide fundamental public services. Crucially, Aotearoa needs some
essential tax commitments by political parties in 2023 for post-election.

The briefing refers primarily to health to illustrate its points, however, it does not attempt to
cover all areas of current and potential taxation relating to health, or the environment. The
use of taxes for these purposes is important and well-used.1-4 Rather than attempting a
comprehensive coverage of all aspects of taxation and its range of purposes, however, this
briefing focuses on an overarching theme: the structural and systemic issue of inequality
and means by which it can be addressed.

Te Tiriti o Waitangi and tax

Historically our system has not demonstrated compliance with obligations under Te Tiriti.
Māori effectively paid for their own colonisation through taxation and by transfers of land
which amounted to unfair forms of tax.5 Consequent impoverishment and landlessness led
to poverty for most Māori.5 6 This situation continues, with the median wealth for Europeans
in 2018 being $138,000, compared to $29,000 for Māori.7

Ideas on the future of tax policy that seek to honour Te Tiriti need to advance
rangatiratanga, and also equity - associated with full rights of citizenship as guaranteed in
Articles 2 and 3 of Te Tiriti respectively.

Our present tax system

The design of tax policy is about:

How revenue is gathered
How much revenue is gathered
Who revenue is gathered from and whether revenue is gathered from all those who
should be contributing
Whether revenue-gathering applies to all appropriate revenue sources
Transparency/openness of revenue gathering processes



In Aotearoa the government gets most of its tax revenue from:

individual income (PAYE ie income that a person earns). This makes up 33% of total
planned government revenue in 2022-23.8

business income – most companies pay a tax rate of 28% [about 13% of total
government revenue]8

consumption tax, ie tax levied on goods and services that are bought. NZ’s GST is
currently 15% on almost all goods and services [20% of total government revenue].8

Our current tax system depends heavily, therefore, on income (salaries and benefits) and
consumption. Wealth is not currently taxed (with limited exceptions such as local authority
rates).

The lack of a focus on wealth

We have no form of wealth tax (with exceptions such as rates). New Zealand is an
extraordinary outlier in this sense: every other developed country, at the national level,
taxes either wealth, inheritances or property.9 10

The wealthiest among us are favoured in several ways:

1. Most capital gains are not taxed. An example of capital gains: shares bought for
$400,000 and sold for $600,000 generate a capital gain of $200,000. While we have a
‘bright-line test’ for some capital gains, this only applies to housing and then only when a
house is bought and sold within specified periods.

2. We do not tax inheritance, a major contribution to the wealth of many people. Those who
benefit from inherited wealth retain its advantages in their lifetimes before handing it down
to their children. Inheritance taxes were abolished in 1992 and gift taxes in 2011.11

3. Wealth is easier to ‘hide’ than income, because of a lack of transparency on assets in
Aotearoa. In particular, assets may be held in trusts rather than personal accounts.
Wealthier people have, in various ways, more ability to avoid their tax obligations.

The bottom line of current tax design in Aotearoa is that some wealthy people pay a lower
rate of tax than poorer ones: In 2021, 42% of people with more than $50m were reported
as paying income tax at rates lower (an average 12% of their income) than those on
median annual incomes ($55-60,000, who paid about 16-18%).12  Levels of poverty and
inequalities are transmitted from one generation to another. These features of our current
tax design seem incompatible with Te Tiriti: “a tax base that prioritises income and sales
tax, and is light on wealth/capital/inheritance taxes, has the potential to sustain inequity
along racial lines.”13

And, given that critical sources of revenue are left untapped – wealth and most capital
gains – government has less funding than it should to spend on the common good. The New
Zealand government currently spends around 30% of GDP annually. Conversely, a number
of Scandinavian governments spend more than 40%. In return their citizens enjoy better
public services, and lower levels of health and social problems.9 14 New Zealand has many
pressing social, environmental and climate change challenges, for which more revenue is
required as amply demonstrated by recent events.

 



Challenges

Inequalities

Significant income and wealth inequalities between ethnic and other community groups
have existed in Aotearoa New Zealand for many years.  

Wealth inequalities are even greater than income inequalities. At least some wealth is
essential for wellbeing, planning for the future and long-term stability. The wealthiest 10%
have 70% of wealth in Aotearoa New Zealand  (once the Rich List is factored in) and the
poorest 50% have just 2%.7 In 2021 20% of all NZ households had only $11,000 or less net
assets each.15

These large inequalities, both in income and wealth, act as a brake on improving child
poverty, health outcomes, housing, and opportunities for Māori and Pacific communities.

Taxing wealth and capital gains would help reduce these inequalities.

Poverty

Poverty is defined here as ‘material hardship and relative poverty, where people cannot
afford some of the things that most others regard as highly desirable or even essential’.16p.17

Using relative measures, poverty rates in New Zealand worsened significantly in the early-
to-mid 1990s, and have remained high.16

Tax policy affects poverty, and poverty affects health. Because major sources of revenue
raising are ignored, government is less likely to be able to transfer sufficient money to the



poorest. Large groups of Kiwis cannot afford essentials, so are more likely to have cold
damp homes and run out of food due to lack of money. In 2021, the poorest 20% of Kiwi
households have 1% of total household assets but 11% of total liabilities.15 Over half of
Kiwis lack sufficient liquid assets to maintain themselves and their whanau for three months
at even the poverty line.7p.80

Poverty rates among Māori and Pacific households have been consistently higher than
among Pākehā households. Māori and Pacific children experience material hardship rates
more than double those of Pākehā children; they also face a higher risk of remaining in
poverty for extended periods.17

Health

Tax policy helps drive the inequalities in income and wealth, and these generate
inequalities in health and poverty. Their effect is compounded by the inadequacy of funding
for investment in health services.18 A poor family is less able to afford good housing, with
overcrowding leading to increased rates of illness. Poverty also leads to poor nutrition and
the increased risk of poor health. In 2020, over 5% of working-age Pacific peoples, and 4%
of Māori, had multiple long-term health conditions (eg, both heart & diabetes), compared
with 1.6% of the European/other group and 1.2% of the Asian group.19

In 2017–19, average life expectancy was more than seven years lower for Māori compared
with non-Māori. Ethnic differences are particularly acute in child health.19

Too little money is invested in health services.18  The scale of one element of this under-
investment is shown by a 2021 report for government:  

‘The Ministry of Health estimates capital investment of more than NZ$14 billion (2018
estimates), excluding repairs, maintenance and ICT, will be required over the next decade,
with peak annual capital expenditure estimated at NZ$2 billion to NZ$3 billion during this
period – four-to-six times the typical recent annual capital expenditure.’20 [italics added]

Principles

In April 2022 the Hon David Parker announced the development of a new Tax Principles Bill.
While this Bill has not yet eventuated, there could be real value in articulating relevant
principles in legislation. There are some long established principles such as ‘efficiency’, to
which the following could be added:

Compliance with Te Tiriti o Waitangi
Reducing inequality
Generation of sufficient revenue for public needs, including health and social services
Intergenerational equity
Consistency with environmental goals
Promotion of human rights
Openness and transparency in tax systems; with public access to tax-related
information

Specific tax policy changes for 2023

Our new Prime Minister, the Hon Chris Hipkins, said on 23 Jan 2023 that
"overall there are some New Zealanders who perhaps aren't contributing their fair share [of



taxes]," and that "we should always look at how we can make the tax system fairer".21 

Here are some specific, concrete proposals to make our tax system fairer. They would be
most effective with a new purpose provision in new tax law that would specifically
reference compliance with Te Tiriti o Waitangi.

The changes are interlinked and would be mutually reinforcing:

A higher rate for those with high incomes. Currently, the top NZ tax rate is 39% on1.
income over $180,000. In Australia, those with over $A180,000 pay 45% on the
income over that amount.22  Instead of 39%, we propose a 50% tax rate on income
over $150,000. To counteract any diversion of income into trusts or offshore accounts,
greater transparency would help clarify the sources of money and those who benefit
from it.
A net wealth tax. Wealth is an untapped source of government revenue. This could be2.
redressed with a simple, low-rate annual levy on the wealthiest New Zealanders: Tax
Justice Aotearoa proposes an annual levy of 2% on net wealth (ie, once debts are
subtracted) over $2 million – eg, an annual $20,000 for someone with $3m in net
assets. In 2021, 20% of Kiwi households had $2m of net wealth.15 To curb attempts to
get around the tax through asset-splitting, the annual levy would be supplemented by
a tax on large-value gifts, including inherited gifts (those totalling more than
$100,000) received over a person’s lifetime: that is, a gift and inheritance tax.
Openness in the tax system. The New Zealand public has a right to know who is3.
paying what, when and how. That is the only way to ensure that everyone is playing
by the rules and tax avoidance is minimised. Improved disclosure and public access to
tax-related information, along with independent standards to make sure this
information is comprehensive and accurate, would provide greater transparency. A
concrete step in this direction would involve a publicly accessible register of beneficial
owners who benefit from companies or trusts. A further and related step would involve
the reform of trust rules.

Conclusion 

A just and health-supporting society should ensure compliance with articles of Te Tiriti,
foster health, social and economic determinants that enable people to fulfil their potential;
and reduce the present intergenerational inequalities. This would strengthen social capital
and help build trust within our society. Our tax system is a powerful tool to prevent and
reduce economic inequality.

Changing the tax system, in particular making use of wealth as a source of revenue, is also
critical to ensuring government funding we need now and in the future, given the social,
health and environmental challenges faced by Aotearoa New Zealand.

Doing something serious about intergenerational inequalities, poverty, and inadequacies in
our health and other social services, requires a far greater focus on wealth as a source of
government revenue. Without such a focus, election policies in 2023 that promise to
address inequalities and provide increased capacity to fund public services including
comprehensive infrastructure development, and emergency preparedness, would have little
chance of fulfilment. Tax policies need to change.



What is new in this Briefing
The implications of current tax policy for inequalities and poverty in Aotearoa NZ
are described using a health lens.
The inconsistency of current tax policy with Te Tiriti o Waitangi is identified
The focus on taxation of income and consumption (GST); and the lack (in
general) of tax on wealth and capital gains, are highlighted as relevant to
inequality and poverty.

Implications for public health
The links between inequalities and poverty, associated with current tax policy,
and health inequalities, are emphasised
Ideas for reframing tax design in Aotearoa NZ to promote fairness, reduce
inequality, and provide increased capacity for fundamental public services
(including health) are recommended/proposed.
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