
The Case for an Unconditional Basic Income (UBI)

AS COVERED IN THE BOOK,  
THE BIG KAHUNA, A UBI:

a. empowers people through giving them more 
choices on how to spend their time and invest  
their means;

b. recognises the contribution of the 1 million 
people who work but are not paid, and  
without whom our society would collapse;

c. provides a cushion to lessen the impact of  
the casualisation of work;1 

d. eliminates the poverty trap, the disincentive  
to work accompanying targeted benefits; and

e. winds back the dehumanisation and 
stigmatisation of benefit targeting.

The major constraints on how high a UBI can be  
set includes its cost to the taxpayer and its relativity 
to the rewards for paid work. If fiscal overload is to 
be avoided then the taxpayer cannot be expected 
to foot the bill for whatever level of UBI proponents 
dream of. Likewise, the incentive to seek paid 
work cannot be undermined by the level of the UBI 
otherwise the resultant lack of labour available and 
the rising costs of production faced by New Zealand 
firms would impart serious consequences to our 
economy. There are a number of pilots happening 
overseas right now that will shed a lot more light  
on these issues. 

There is a balance to be struck. It turns out when you 
do those sums it is unrealistic to expect a UBI to be 
set at a level of the minimum wage (c.$30,000), or – 
taking account of fiscal cost – at much above $10,000. 

This means that a UBI has to be seen as part of 
the mix necessary for reform of our tax and benefit 
system, not a silver bullet. The need for targeted 
benefits remains, albeit on a far smaller scale than 
they are currently. This is good news because 
anything that reduces the high cost of administering 
and complying with the eligibility criteria is progress. 

ATTACKING FAMILY POVERTY

New Zealand is a lot richer than it used to 
be, yet we have far more family poverty. 
We should be ashamed.

We fully acknowledge that the policies we’re 
promoting are only a step in the right direction 
of attacking the root of inequality and its harsher 
cousin, poverty. We have more to offer but it will 
have to wait until our flagship policy of restoring 
the integrity of our income tax regime is complete. 
So the following is a start on addressing this most 
important subject of reducing poverty and its 
intergenerational ramifications. 

Because early childhood disadvantage has been 
allowed to become so significant, TOP’s first stage 
of moving to a UBI will be an income for the families 
of very young children. We intend to move to a UBI 
for all over time. 

1 The Big Kahuna; turning tax and welfare on its head in  
New Zealand (2011), Gareth Morgan and Susan Guthrie, 
Public Interest Publishing (PIP)
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All the work on poverty (recently summed up in the 
book, Pennies from Heaven) tells us that the most 
potent weapon to combat child deprivation is cash.2 
It is not the only weapon but is head and shoulders 
above the rest in terms of impact per dollar spent. 
We need to invest early in children’s lives and we 
need to do this urgently. The UBI for families with 
very young children is the start of expanding the 
concept of a universal and unconditional basic 
income to the population at large – a privilege 
pensioners have enjoyed since 1975. 

We’re presenting a progressive, forward-
thinking set of policies that put children 
and their well-being front and centre of 
government investment. 

IT CONSISTS OF THE FOLLOWING KEY ACTIONS:

1. A three-year ‘Thriving Child’ UBI – a payment 
made to families while they have one or more 
children under the age of three years (or from 
the point that they have a new child under the 
age of six come into their care) of $200 per 
week. Current paid parental leave and parental 
tax credits would be folded into this payment. 
Parents could choose to take higher initial 
payments upfront for the first year of a child’s  
life and less later on. A rough estimate would  
put the annual cost of a three-year child UBI at 
$1.9 billion. The current paid parental leave cost  
is $277 million and the Parental Tax Credit cost  
is $31 million. This leaves an additional annual 
cost of around $1.6 billion to cover. 

2. Support for Low-Income Families: We don’t like 
the punitive conditions around the hours threshold 
that eligibility for the In-Work tax credit requires. 
It is an awful intrusion with perverse behavioural 
consequences. For lower-income families with 
a child aged 17 or under, eligibility should be 
determined by an income and wealth test only.  
The payment would combine the existing family 
tax credit, and the In-Work Tax Credit for all families 
under the threshold. No minimum work test would 
be required for this payment. Approximate annual 
cost (on top of current Working for Families) $377 
million to $565 million. The total annual cost of WfF 
is currently $2.3 billion, so the new annual total 
would be approximately $2.8 billion.

2 Pennies from Heaven; why cash works best to ensure  
all children thrive (2016), Jess Berentson-Shaw and  
Gareth Morgan, Public Interest Publishing (PIP)

3. Free, universal full-time ECE for children aged 
three years and over as previously announced 
as part of our TOP Policy #5: Education and 
a Lifetime of Learning. New Zealand has a 
high part-time employment rate for parents. 
It is possible this policy would increase female 
employment rates, as can be seen in other 
countries with full-time subsidised childcare.  
This would increase tax revenue, offsetting the 
cost of the policy. The subsidy is for attendance 
at licensed high-quality childcare providers. At 
the same time, work needs to be done to target 
more funding at childcare providers in low-income 
communities. The current annual cost of 20 
hours’ subsidised childcare is $985 million. This 
cost would potentially increase two-fold to give 
a total early childhood education subsidy cost of 
$1.97 billion per year. The additional annual costs 
would be around $985 million. It is unclear how 
many parents would move to place their children 
in full-time care; cost of childcare is not the sole 
determinant of why parents enrol children on a 
part-time basis in ECE. This policy was announced 
as part of our education sector reforms.

4. Free full-time childcare for low-income working 
parents with children aged one to three years. 
Given the lack of evidence for the beneficial 
effects of formal, out-of-home ECE for infants 
(0-2 years), we suggest that the subsidy is  
paid direct to parents to give them a choice  
of childcare arrangements for their under-three 
year olds. A work test applies, but no minimum 
hours. Estimating the costs for this policy are 
problematic and would need to be worked 
through with Treasury. Very rough guess puts  
it at an additional $9 million (on top of the  
current $211 million).

In addition to these four actions, 
we suggest the development of a 
robust social and affordable housing 
infrastructure. 

http://www.top.org.nz/top5
http://www.top.org.nz/top5
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5. Our flagship policy, which provides for an 
equitable tax on all income that accrues from 
capital and wealth, is crucial.

6. Improving the quality of our housing stock,  
as per our TOP Policy #6: Climate Action.  
This needs to be part of a broader Warrant  
of Fitness on rental housing.

7. Ensure a long-term, viable, not-for-profit social 
and affordable housing sector. This will be 
achieved through the gifting of Housing NZ stock 
to community housing providers, allowing them 
to expand social housing. Such stock transfers 
have worked in Australia and the UK in creating 
large, effective social housing providers. TOP will 
also review the current accommodation support 
payments (approximately $2 billion per annum) 
and look at whether that would be better spent 
funding community housing providers to develop 
long term cost-based rental housing infrastructure 
(as modelled in the Netherlands). 

REFORMING OF RENTAL HOUSING:  
DECENT HOUSING FOR DECENT PEOPLE

In New Zealand, education and health have long 
been regarded as public goods with taxpayer-funded 
State provision at the centre of both sectors. They 
are, in other words regarded as human rights. In 
continental Europe it’s the same – but in addition, 
most countries there add secure and warm shelter 
as another social good – at least in part. 

The last 30 years show a dramatic difference 
between house price inflation in Germany and  
New Zealand. In essence there’s been no excess 
inflation in house prices in Germany whereas in 
New Zealand house prices have risen 150% faster 
than prices generally over that period. And you’d 
be a brave soldier to argue we have had a more 
“successful” economy over the period than  
Europe’s industrial powerhouse.

Part of the reason for this is the different tax 
treatment of housing in Germany. We covered tax 
and housing in TOP Policy Priority #1, our flagship 
policy that will make most of the difference to not 
just housing affordability, but economic growth, jobs 
and incomes. In New Zealand in 2017 the issue we 
face is that we have allowed house prices to get 
so high that even by correcting the tax loophole in 
a way that avoids a crash, it will take at least 15 
years for them to return to the 3 times income 
where we started – before this orgy of speculation 
began with the neoliberal’s tax loophole experiment. 

Unless we act we can expect rents to continue 
to eat up a disproportionate share of income, 
particularly that of low-income families, hence 
condemning them to a poverty trap. European values 
hold that everyone should have a reasonable quality 
roof over their head. They don’t have to own it, 
but tenancies are very much framed to provide the 
tenant with security of tenure. This is the direction 
New Zealand needs to move in.

We can argue that our residential rental market  
is immature because it has failed to provide tenants 
with security of tenure and as a result has driven 
long term tenants on to the treadmill to home 
ownership, simply so they can control the home 
environment for their families. Their predicament  
is yet another reason why home ownership demand 
in New Zealand is excessive – unnecessarily so.

The Opportunities Party intends to develop a deep 
market for long term rental accommodation so that 
families can be secure, knowing that investing in 
home ownership is not the only way that security 
is achievable. In Germany housing is seen as part 
of the country’s social infrastructure, it is not just a 
commodity to be made, rented, bought and sold like 
any other consumer good. That’s a huge difference 
from our culture and yet Germany achieves this 
social objective of making a home a social good, 
even though only 10% of its homes are owned  
by government or non-profit organisations. 

So how does Germany do this,  
what’s the difference to our approach  
in New Zealand? 
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In Germany where 60% of homes are 
rentals, only 5% of homes are owned 
by co-operatives, and a further 5% by 
government.

Germany’s rental market is dominated by private 
ownership. In New Zealand and the UK – another 
country that does not prioritise housing as a social 
good – just a third of homes are rental. Most of 
us have to own in order to be secure. Indeed it’s 
common in Europe to find a three tiered rental 
housing system – state-subsidised or social housing, 
co-operative or housing association rentals, and  
then private rentals. In Holland for example 75%  
of rentals are owned by housing associations and 
are subsidised. Germany does it quite differently  
– rather than widespread government investment  
or subsidies, it controls lease conditions as a  
way to protect tenants.

The key is long term tenancy rights. This way 
families can opt to be tenants forever and not be 
undermined by fear of losing their home. German 
law provides for a greater security of tenure: tenants 
can give 90 days’ notice, otherwise the tenancy is 
ongoing unless the landlord is able to give a serious 
and legitimate reason for termination. Even then  
the length of notice required from the landlord rises 
with the time the tenant has been in residence. 

This is clear acknowledgment of the disruption  
to families from being uprooted. Selling the house  
is not considered an adequate reason. When a 
tenancy is terminated by a landlord, tenants can 
apply for hardship review and have the tenancy 
reinstated. Renters can redecorate and make 

small alterations with the landlords approval. In 
terms of the standard of housing able to be rented 
Germany has high standards and we have already 
outlined in our Climate Change policy the need here 
for better insulated houses. We endorse the  
German requirements.

While the market sets rents in Germany,  
increases for existing tenants are under a rental  
price brake regime which slows the pace that 
landlords can raise rents on them, although it 
doesn’t prevent their rent eventually reflecting the 
market for new leases. The rationale is simply to 
give tenants time to adjust. Short term tenancies 
are possible but the landlord must have a legitimate 
reason to register one – for example moving in 
themselves or selling. Such tenancies are extremely 
difficult to renew, which prevents them becoming  
a business practice. There are more opt-in short 
lease arrangements possible in areas of transient 
tenants (such as around universities).

The Opportunities Party policy seeks to replicate 
the German model and provide additional security 
for families who rent. The big difference in what 
we’re proposing is that rental housing becomes 
mainstream rather than limited to either social 
housing or solely a private market for short-term 
rentals. Tenants can be confident their long-
term security is assured and organise their lives 
accordingly. It’s a part of the market that doesn’t 
really exist in New Zealand and would if long-term 
tenancies were encouraged by tenants having the 
right to remain for as long as they like.

We need to view housing as a basic human right, not as a get rich quick scheme.

www.top.org.nz
www.top.org.nz
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FUNDING OF OUR PACKAGE FOR  
STRUGGLING FAMILIES

The complete package of radical reforms that 
comprise The Opportunities Party’s TOP 7 policy 
priorities are fiscally neutral overall. We do not seek 
with these much-needed reforms, to raise the overall 
tax burden. Rather we are altering the burden of 
who pays what share of the tax collect and who 
receives what direct benefit from it. In summary  
we are investing more in struggling families and  
in our coming generations while closing the income 
tax loophole that favours owners of assets.  
Finally we are aligning the benefits received  
by the elderly with those available to families.

We see what we’re proposing as a long overdue 
correction to the situation sponsored by a 
succession of Establishment party politicians – 
wherein those least in need, benefit the most from 
the government’s social and tax policy. We see that 
situation as an ethical affront to New Zealanders’ 
sense of natural justice.

And so to funding of the particular initiatives 
outlined above – the total cost of which is around 
$3.3 bn pa. While we favour an Unconditional Basic 
Income (UBI) for all, the arithmetic indicates that 
NZ Superannuation, the most generous of all social 
benefits, is just too high. It needs to come down.  
The Establishment parties are ducking and diving 
around raising the age of eligibility to achieve that. 
We don’t subscribe to that arbitrary approach and 
instead favour setting NZS at the level of a possible 
ultimate UBI as well as means testing for any  
top-ups. Here’s our policy:

We intend to replace NZ Superannuation with an 
Elders’ UBI of $10k pa per person topped up with  
a means-tested hardship allowance of up to another 
$7.5k pa for those whose total income (defined as 
per our TOP Policy #1) is less than $50k pa. This is 
approximately the same as the current after-tax NZS 
of between $15k (if partnered) to $20k (if single). 
In order to stop sheltering and dodging, the means 
test we propose includes beneficial ownership in 
all assets (as per TOP Policy #1: Tax Reform) and 
all (pre-tax) income received via distributions from 
Trusts or other collective tax vehicles. 

Indexation is another issue. Currently NZ Super is 
indexed to wages, while other benefits are indexed 
to inflation. In our view all benefits should be indexed 
to the inflation rate applicable for that group, as 

worked out by Statistics NZ. This would over time 
ensure that all benefits maintained their spending 
power. This would mean slightly higher benefit rises 
each year, but we expect this to be fiscally positive 
overall as the largest benefit (NZ Super) would no 
longer be indexed to wages. Over time this will free 
up cash to invest in rolling out the UBI more broadly. 

Such a policy makes NZ Superannuation sustainable, 
aligned with other benefits, and also of a magnitude 
comparable to where a UBI would eventually settle.

Our early childhood policy starts New Zealand on 
the road to a UBI – with families of the very young, 
struggling families and the elderly being the first 
recipients.

TOP’S POLICY TO CONFRONT  
FAMILY DISADVANTAGE 

• A “Thriving Child” UBI of $10,000 per year  
for every family with children of 3 years of  
age or under

• Another $72 per week for all struggling  
families with children (under 17 years)

• Free full-time Early Childhood Education for  
all children 3 -5 years

• Free full-time childcare for low-income parents in 
paid work, with children aged one to three years. 

• The funding of this family investment initiative 
is to come from reform of the State pension 
scheme – replacing NZ Superannuation with  
an Unconditional Basic Income
– A $10,000 pa UBI for everyone of 65 years  

of age and over
– A $7,500 hardship allowance for those over 

65 years of age who satisfy the means (asset 
and income) test

• Expanding the supply of social and affordable 
rental housing provided by non-for-profit 
organisations. 

• We intend to change the regulations around 
residential tenancy law so the default standard 
lease makes it far easier for a tenant to remain  
in the premises long term. This will be achieved  
by restricting the conditions under which a 
landlord can evict a tenant to those of non-
payment of rent or property damage. Sale  
of a property is not necessarily a legitimate 
reason for eviction. This development will  
provide tenant families with long-term security. 

Authorised by D Clifford, Level 1, 190 Taranaki Street, Wellington.
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