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Introduction1 

Following the New Zealand government’s decision in early 2019 to rule out a capital gains tax (CGT) 
for the foreseeable future, attention has turned to other options for taxing wealth.2 This policy brief 
makes the case for a net wealth tax, outlining how it would enhance fairness, generate much-
needed revenue, and on balance operate better than other proposed taxes. 
 
The key points this policy brief covers are: 

● a net wealth tax is an annual levy on net wealth (assets minus debts) over a set threshold 
● a net wealth tax could raise significant amounts of revenues, depending upon design 

options: for example, if levied at 1% on net wealth over $1 million, such a tax could raise 
approximately $6 billion a year 

● the tax would target upper-end wealth, be strongly redistributive, and enhance fairness 
● other proposed wealth taxes, including land taxes, have fewer advantages overall 
● tax avoidance and valuing family businesses are major challenges, but can be overcome. 

 
This policy brief is the second in a series. For a discussion of why wealth needs to be taxed, see Tax 
Just Aotearoa’s first policy brief, Why Tax Wealth?. 
 

A net wealth tax in outline 

A net wealth tax is, in principle, very simple. Any wealth a household possesses over a certain 
threshold – say, $1 or $2 million – is subject to an annual levy set at a very low proportion of that 
wealth – say, 1%. Wealth held in any form (including shares and other investments, the family home, 
and retirement savings) would be taxed.  
 
It is important to note that only net wealth (assets minus debts) would be taxed, and only above the 
threshold: households whose net wealth crept over the threshold would not suddenly see all that 
wealth subject to the tax. Consider a household with assets worth $2 million (mostly a house in, say, 
central Auckland, plus some financial investments) and debts of $500,000 (principally a mortgage). 
Their net worth is $1.5 million, and they would pay tax only on the amount over $1 million (if that is 
the threshold), that is, $500,000. At a rate of 1%, their wealth tax bill would be $5,000 a year. 
 
The tax would be levied on people, loosely speaking, not on corporations or other entities. In any 
case, all corporations are ultimately owned by individuals, and tax inspectors can ‘look through’ 
structures such as partnerships and trusts to determine who owns their assets. The tax would be 
levied on those who are deemed ‘tax residents’: those who live in New Zealand for 184 days a year 
or have “a permanent place of abode” in the country.3 They would pay the tax on all their wealth, 
whether held here or overseas. The tax would also be levied on all assets held inside New Zealand, 

                                                           
1 Tax Justice Aotearoa and the author acknowledge the valuable feedback on this paper received from Andrea 
Black, Bill Rosenberg, Lisa Marriott, Louise Delany and Joanna Spratt. All errors remain the responsibility of Tax 
Justice Aotearoa and the author. 
2 See: https://www.stuff.co.nz/business/112099876/live-capital-gains-tax-ruled-out-by-government-prime-

minister-jacinda-ardern-tax-working-group. 
3 See: https://www.classic.ird.govt.nz/international/residency/personal/. 

https://www.stuff.co.nz/business/112099876/live-capital-gains-tax-ruled-out-by-government-prime-minister-jacinda-ardern-tax-working-group
https://www.stuff.co.nz/business/112099876/live-capital-gains-tax-ruled-out-by-government-prime-minister-jacinda-ardern-tax-working-group
https://www.classic.ird.govt.nz/international/residency/personal/
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including – notably – land owned by foreign investors.4 Where these assets were held by foreign 
companies, the tax would fall on the individuals owning those companies.  
 
An annual net wealth tax would require people to value their assets every year. This is discussed 
below. But, briefly, many of the issues this would raise could be avoided by two means. Firstly, many 
assets already have readily available valuations, among them property, shares and cash. Secondly, 
assets under a certain threshold would not have to be valued, reducing the administrative burden.  
As discussed below, measures to stop people disguising their assets would also be needed. 
 

International examples 

Wealth taxes such as proposed here are currently used in three countries: Norway, Switzerland and 
Spain. (France recently replaced its comprehensive wealth tax with a progressive property tax, in 
which property worth over €800,000 is taxed at rates ranging from 0.5% to 1.5%.5) Switzerland 
generates significant revenue from its wealth tax: around 1% of GDP.6 For political reasons, the other 
two countries have enough exemptions that their wealth tax does not generate much revenue. In 
addition, a further eight developed countries have had wealth taxes in the recent past, including 
Germany, Austria and the Netherlands. These taxes were abolished not because of any inherent 
problems but again for political reasons, as part of a general shift away from taxing the wealthy.7 
 

Units, thresholds and revenues 

In New Zealand, tax is paid by individuals, not households. (They are the taxable ‘unit’.) However, 
most wealth taxes globally have been levied on households, principally because it is hard for tax 
inspectors to determine which spouse genuinely owns a couple's assets. The opportunities for 
evasion are also much lower. However, operating on a different basis from the New Zealand income 
tax system could create difficulties, and some wealth taxes globally have been levied on individuals.8 
Determining the best option would require further research. If the tax were levied on households, a 
different threshold might need to apply to single-person households as opposed to couples – $1 
million, for instance, rather than $2 million. Again, this would require further research. 
 
Setting the threshold and the rate is a matter of political judgement. In particular, the higher the 
threshold, the smaller the number of individuals affected, but the lower the revenue raised. One 
potential option is to have a threshold of $1 million because of its simplicity and the fact that it 
represents the cut-off point for the wealthiest fifth of households. Household wealth surveys 
indicate there is roughly $600 billion in wealth over the $1 million-per-household threshold. This 
suggests that a levy of 1% a year would raise around $6 billion.9 This would be roughly 2% of New 
Zealand’s $296 billion GDP, and twice the amount a capital gains tax was predicted to raise. It would 
represent around 8% of New Zealand’s $73 billion tax take in 2018.10 
 

                                                           
4 This would not result in double taxation because people could apply for tax credits under the relevant tax 

treaties. There might be few such cases, moreover, since wealth taxes are now relatively rare. 
5 See: https://axis-finance.com/tax/wealth-tax-france/. 
6 OECD, The Role and Design of Net Wealth Taxes in the OECD, OECD Publishing, Paris, 2018, p.19. 
7 Ibid., p.16. In many cases, before being abolished the taxes had been weakened by numerous exemptions – 

again for ideological reasons – that meant they generated relatively little revenue. 
8 OECD, The Role and Design of Net Wealth Taxes, pp.78-9. 
9 Bill Rosenberg, CTU Monthly Economic Bulletin, April 2019, p.5. 
10 Inland Revenue, Annual Report, 2018, p.12. 

https://axis-finance.com/tax/wealth-tax-france/


4 
 

This estimate could be seen as optimistic, given the attempts individuals would undoubtedly make 
to avoid or evade the tax. Conversely, it could be conservative. Household surveys significantly 
underestimate upper-end wealth because wealthy individuals typically refuse to take part. The NBR 
Rich List, in contrast, estimates that a few hundred of the country’s wealthiest households are worth 
$89 billion alone.11 On balance, the $6 billion figure is probably an underestimate. But more detailed 
modelling is clearly needed. 
 
Other thresholds could also be considered. Critics might object that a large number of relatively 
‘ordinary’ New Zealanders own houses worth $1 million, rendering it too low a threshold. The tax 
would, of course, apply only to the wealth over $1 million, and only net wealth – that is, after debts 
have been subtracted. It is likely that few New Zealanders own $1 million houses mortgage-free. 
Nevertheless, a $1 million threshold might catch a significant number of people – small business 
owners, for instance – who would not consider themselves wealthy. So thought should be given to 
higher thresholds: $2 million, $5 million or $10 million. Current US wealth tax proposals, it should be 
noted, target only the wealthiest 1%, or an even smaller group.12 Equally, a higher tax rate – 2%, say, 
rather than 1% – could be levied.  
 
Finally, a net wealth tax could be progressive, in the sense of levying higher rates on larger fortunes, 
paralleling the income tax system. Wealth over $1 million could face a levy of 1%, over $2 million 
2%, and so on. (France's property tax, described above, works this way.) The French economist 
Thomas Piketty recommends that wealth taxes be progressive in order to significantly reduce 
inequality, as larger fortunes are able to generate larger returns.13 Progressive rates, however, 
would increase incentives for evasion. And the revenue effects of all such changes would need to be 
modelled. 
 

Key advantages of a net wealth tax 

● Enhanced fairness. A net wealth tax would increase fairness by recognising that high wealth, 
just like high income, is generated partly out of collective resources and through luck. It 
would ensure a fair contribution from those who have significant resources but pay little or 
no tax. 

● Restraining inequality. A net wealth tax of 1% would reduce the typical 4-5% return on 
accumulated wealth to 3-4%, bringing it closer to current economic growth rates of 2-3% 
and thus curbing inequality, as Piketty sets out. 

● Redistribution. A net wealth tax would be highly redistributive, being levied only on the 
wealthiest and bringing into the tax system individuals currently outside it. In addition, it 
would catch all assets, including family-owned businesses and shares in publicly listed 
companies, which are largely the preserve of the wealthiest fifth of the country.14  

● Enhanced well-being. Redistribution increases well-being overall. Poor families are likely to 
spend an extra dollar on items that increase their well-being, such as heating their house, 
whereas wealthy families are unlikely to suffer a noticeable decrease in well-being when 

                                                           
11 National Business Review, 2019 NBR Rich List, Wellington, 16 August 2019. This figure excludes the 

‘offshore’ billionaires sometimes included in the List. However, even some of the remaining figures are likely to 
be domiciled outside New Zealand and thus not liable for much of any proposed wealth tax. 
12 Emmanuel Saez and Gabriel Zucman, ‘How would a progressive wealth tax work? Evidence from the 

economics literature’, occasional paper, 5 February 2019, p.2. 
13 Thomas Piketty, Capital in the Twenty-first Century, Belknap Press, 2014. 
14 Tax Working Group Secretariat, ‘Distributional analysis: Background Paper for Session 5 of the Tax Working 

Group’, Wellington, March 2018. 



5 
 

losing a dollar.15 By reducing inequality, a net wealth tax would also help reduce the health 
and social problems that economic inequality generates.  

● Te Tiriti o Waitangi. The Crown’s obligations under Te Tiriti include providing additional 
funding for initiatives to improve outcomes for Māori, as part of redress for the usurpation 
of their tino rangatiratanga. The extra revenue from a net wealth tax would support such 
initiatives. Thought would have to be given to ensuring the net wealth tax did not unfairly 
affect Māori.  

● Large revenue base. Although it applies only above a threshold, a net wealth tax starts with 
a large base of resources (all assets) from which to generate revenue. This means the rates 
levied can be lower than they would have to be with a tax on only some kinds of wealth. In 
addition, New Zealand has long favoured a ‘broad base, low rate’ approach that seeks, as 
the name suggests, to tax a wide range of resources at a low rate. This encourages 
comprehensive and simple taxation. A glaring hole in this approach, however, is the absence 
of a broad-base, low-rate tax on wealth. A net wealth tax would plug that gap. 

● Neutrality. A net wealth tax does not single out a particular kind of asset. It does not 
discriminate against people who choose to hold their wealth as land, for instance, relative to 
people who choose to hold their wealth as cash in the bank. 

● Simplicity of description. A net wealth tax – ‘an annual levy of 1% on wealth over $1 
million/$2 million’ (or whatever threshold) – is easily described, as the preceding phrase 
demonstrates. 

● Revenue generation. The roughly $6 billion generated by a 1% on $1 million net wealth tax is 
a significant amount, twice the estimated revenue of a capital gains tax. 

● Data. The need to file an annual wealth tax return would effectively create a wealth register, 
significantly enhancing public knowledge of asset ownership and wealth inequality. 

● Political feasibility. A net wealth tax is at least relatively appealing because it clearly affects 
only the wealthiest taxpayers who can afford to contribute more. Anecdotal evidence 
suggests the capital gains tax was abandoned because many average New Zealanders had 
become convinced that it would strongly affect them.16 In contrast, a net wealth tax can be 
clearly stated as affecting only those with over a certain threshold. 

 

Comparisons with other wealth taxes 

There are at least five other potential ways to tax wealth or the income from it. All have their merits, 
but a net wealth tax is on balance preferable. The criteria here include: equity (the extent to which 
the tax redistributes resources and helps eliminate inequalities not justified by greater effort and 
contribution); efficiency (the amount of revenue a tax generates relative to the effort of enforcing 
it); and feasibility (the potential for the tax to be implemented in the current climate). The brevity of 
the following comparisons is not intended to be dismissive; it simply reflects space constraints. 

Capital Gains Tax (CGT). 
This would have treated the gains made from selling assets as if they were income, and taxed them 
at the same rate. As this has been ruled out, only a few points are worth making. Taxing wealth gains 
only when people sold up would have made it easier to pay than a net wealth tax. But it would have 
taxed only those gains made after its introduction date, notionally 2021. The large unearned gains 
made in the property market in the last two decades would have been invisible to such a tax. In 

                                                           
15 Wealth has diminishing marginal utility, in other words. As the economist Alfred Marshall once noted: “The 

additional benefit a person derives from a given increase of his stock of a thing diminishes with every increase 
in the stock that he already has.” 
16 Since, in politics, perception is reality, the fact that this was not so was largely irrelevant. 
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contrast, while a net wealth tax is not retrospective, by taxing current asset values annually it would 
effectively capture some of those unearned gains. 

Comprehensive Capital Income Tax (CCIT).  
This would assume individuals were generating the same income from their asset that they could get 
investing in long-term government bonds, and tax that assumed income at a flat rate. This would be 
conceptually elegant, create incentives to use assets well, generate large revenues (3-4% of GDP) 
and be highly redistributive.17 However, it would cover all wealth, including the smallest family 
homes, making it politically unviable in the current climate. It would also involve telling a taxpayer 
that although they may not in fact generate any income from, for instance, their home, they get a 
notional income (‘imputed rent’ in the form of the savings from not having to pay rent), and they are 
going to be asked to pay tax on that income, which they do not in fact make but which it is going to 
be assumed that they make for the purposes of the tax system. This is not an easy argument to grasp 
or accept. In addition, a net wealth tax can, to some extent, achieve the same outcome as a CCIT. A 
wealth tax of 1% is mathematically the same as a CCIT that assumes people make a 3% return and 
then taxes them at 33% of that return.18 But a net wealth tax is much easier to explain. 

Risk-Free Return Method (RFRM).  
This would apply the same logic as a CCIT but only to property worth, say, over $1 million, to 
increase political feasibility and target property speculation.19 Taxing only property over a certain 
threshold, this would be more politically viable than the CCIT. And it would help deter property 
speculation in a way that a net wealth tax would not. However, it would still be difficult to explain. It 
would also struggle to generate significant revenue. Across the population, property is just 45% of 
household wealth.20 For the wealthiest households, which have significant financial investments, it 
will be even less. So the RFRM would be starting from a base much smaller than that of a net wealth 
tax, assuming it has the same threshold. Further modelling is needed, but it is plausible that the 
RFRM would either generate little revenue, or the rate at which the notional income is taxed would 
have to be implausibly high.  

Land tax.  
This would be a tax on the gross value of land, that is, disregarding any debt held. It would be simple 
and efficient, difficult to avoid, and free of disincentive effects. It would also make investing in 
‘productive’ businesses more attractive than investing in property. However, a land tax has several 
shortcomings. First, it starts from a small base – a proportion of the 45% of household wealth held in 
property. As with the RFRM, a land tax would have to be levied at an implausibly high rate to 
generate significant revenue. Second, discriminating against investment in land may not be desirable 
or highly effective. Someone has to own land, after all. Moreover, the tax system is not the major 
reason for housing over-investment or excessive property prices.21 Taxing landholders and not, say, 
bondholders thus becomes harder to justify. Third, although the wealthy have more property than 
others, property is the one major asset that can be found across the spectrum. Ownership of 
companies and shares, in contrast, is largely the preserve of the wealthy. A land tax represents an 
explicit decision to tax the most evenly held kind of major asset and omit the most unevenly held 
ones. Fourth, Māori land would, for reasons of justice, have to be exempt, given the history of 

                                                           
17 Gareth Morgan, New Zealand Income Tax: Unfair and favours the rich, Morgan Foundation, June 2016. 
18 Take someone with $1 million of wealth over the threshold. 1% of that wealth is $10,000 a year. But equally, 

a 3% return would be $30,000, and taxing that notional income at 33% gives you $10,000 a year. The ultimate 
effect is not, however, identical, because the CCIT is offset against income tax. 
19 Susan St John, ‘The minority report from the Tax Working Group should be taken seriously if the desire is to 

reduce inequality and improve housing affordability’, Interest.co.nz, 28 March 2019. 
20 Geoff Rashbrooke, Max Rashbrooke and Wilma Molano, Wealth Disparities in New Zealand: Final Report, 

IGPS working paper 17/02, 2017, p.18. 
21 Tax Working Group, Future of Tax, p.63.  
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confiscation. But exempting it would cause a sizeable political reaction. (This is unlikely to be an 
issue for a net wealth tax, where a high threshold would automatically exempt small landholdings.) 

Lifetime gifts tax 
A modern way to roll together inheritance and gift taxes, this would see individuals receive gifts and 
inheritances over their lifetime tax-free up to a certain threshold – say $200,000 – but pay tax on all 
gifts after that.22 This has much to recommend it, especially the fact that it taxes things – gifts and 
inheritances – that are self-evidently unearned, and therefore particularly unjust. A lifetime gifts tax 
would allow some tax-free inheritances, recognising the fact that helping one’s relatives is 
nonetheless a natural instinct, while at the same time compensating those unlucky enough not to 
inherit. There would be questions, however, about its revenue-raising potential. In the absence of 
any data on gifts in New Zealand, it is difficult to estimate its likely revenue. It may also be highly 
unpopular politically. Tax Justice Aotearoa’s policy brief three, A Wealth Transfer Tax, looks at this 
kind of tax in detail. 
 

Addressing potential obstacles 

A net wealth tax would face several practical and political obstacles. All, however, can be addressed. 
 

Flight 
Large numbers of wealthy people might leave New Zealand in protest against a net wealth tax. 
However, the evidence from countries that have introduced a net wealth tax does not support this 
claim.23 More generally, even the highest earners are less sensitive to tax rates than is often thought. 
Swedish multimillionaires generally remain in Sweden, despite its high tax rates; American states 
with higher local tax rates do not see outflows of millionaires.24 While Australia might be an 
attractive destination, those moving there would have to pay capital gains tax and income tax at 
45%. Other factors also matter. To quote the scientist Paul Callaghan, nations retain people by being 
places where “talent wants to live”. And talent generally wants to live in countries with safe streets, 
good health systems, highly educated workforces and a strong rule of law – all of which are 
supported by tax-financed government services. 

Wealth splitting 
Households could attempt to avoid the tax by splitting the notional ownership of assets among 
household members. However, partners and minor children (those aged under 18) would be 
counted as part of the household and would be caught by household threshold rules. And parents 
are unlikely to transfer substantial amounts to children aged over 18, lest they spend it all. There 
would also be rules to prevent trusts becoming a means of avoidance (see below). If those 
safeguards proved insufficient, thought would have to be given to reintroducing gift taxes. 

Evasion 
Much effort would go into hiding assets from Inland Revenue, whether by simply not declaring 
them, putting them in trusts, or shifting their notional ownership offshore, for instance into a tax 
haven. But there are ways to respond. First, more Inland Revenue staff could be employed to tackle 
evasion – a cost-saving move, given that tax inspectors generate $6.74 in revenue for every $1 of 
salary.25 Second, for net wealth tax purposes, assets in trusts could be deemed to be owned by one 

                                                           
22 Anthony B. Atkinson, Inequality: What Can Be Done?, Harvard University Press, Cambridge, Mass., 2015. 
23 OECD, The Role and Design of Net Wealth Taxes in the OECD, p.66. 
24 Michael Mazerov, State Taxes Have a Negligible Impact on Americans’ Interstate Moves, Center on Budget 

and Policy Priorities, Washington, D.C., May 2014. 
25 Inland Revenue, Annual Report, p.55. 
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of the relevant parties, who would thus be liable for the tax. This could be the settlor, mirroring their 
responsibility (in New Zealand) for paying income tax. If they were dead, liability could shift to the 
trustee, who in other countries would be liable for income tax as well. If the trustees were based 
overseas in an attempt to evade the tax, liability could shift a third time to the beneficiaries. When it 
comes to other entities such as partnerships (law firms, for instance), ownership of the partnership’s 
assets would be attributed to the partners. Third, successful income tax systems rely on ‘third-party 
reporting’ – that is, banks, employers and others reporting to tax authorities what they know about 
individuals’ incomes. Creating similar systems for wealth taxes would significantly reduce evasion, at 
least for assets held in New Zealand.26 Fourth, to address the offshore dimension, the New Zealand 
government could sign more automatic exchange of information (AEOI) agreements, in which states 
agree to swap information about the assets that each country’s citizens hold in the other nation.27 
AEOI agreements are a growing part of global attempts to crack down on tax evasion, and are slowly 
closing the net on those who wish to avoid their tax obligations. AEOI agreements only cover assets 
held in registered financial institutions, however, so they might not capture assets like overseas 
property bought without using a conventional bank. (The definition of registered financial institution 
is broad, though.) Nor does New Zealand have such agreements with all relevant countries. For the 
time being, then, this would remain a possible evasion route. 

Valuation 
Assets have to be valued annually for an annual net wealth tax. This would create compliance costs. 
However, they could be minimised in various ways. Some assets, such as cash and shares in publicly 
listed companies, have automatic values. Others, such as property, have readily available and fairly 
reliable values provided by local bodies and other organisations. Assets such as cars, boats, jewellery 
and art works are almost always valued for insurance purposes. In addition, assets below a certain 
threshold – $1000, say – would not have to be valued, significantly reducing the administrative 
burden. (The right setting for the threshold would need careful research.) Probably the hardest task 
would be valuing stakes in ‘privately held’ businesses that are not listed on the stock market and 
therefore have no readily available market valuation. This includes New Zealand’s many family-
owned businesses. For large private businesses, there are clear solutions: the financial industry, for 
instance, regularly values them in preparation for mergers, acquisitions and share issues, and these 
valuations could be made reportable to the IRD.28 Most New Zealand businesses, however, are too 
small for this to apply. But for these smaller businesses, there are already good international 
practices for estimating their market value. Countries such as Switzerland use simple formulas based 
on the book value of business assets and adding up future expected profits.29 This would not solve all 
problems but would significantly reduce them. Further work, however, is needed in this area. 

Māori land 
Careful thought would have to be given to the effect of a net wealth tax on Māori land. A high 
threshold would remove from the equation much Māori land, especially the complexly held bundles 
of low-value, small-acreage areas that are often the locus of concern. Large-scale Māori landowners 
might reasonably be required to pay a net wealth tax, just as the largest iwi corporations pay 
business tax. But these issues would need to be investigated in greater depth to ensure no further 
injustices were added to those perpetrated through colonisation and land confiscation. 

Double tax arguments 
A net wealth tax could be seen as double taxation in two senses. First, there is the informal 
argument that wealth is saved out of income on which income tax has already been paid. This is 

                                                           
26 Saez and Zucman, ‘How would a progressive wealth tax work?’, p.15. 
27 See: http://www.oecd.org/tax/transparency/automaticexchangeofinformation.htm. 
28 Saez and Zucman, ‘How would a progressive wealth tax work?’, p.18. 
29 Ibid., p.19. 

http://www.oecd.org/tax/transparency/automaticexchangeofinformation.htm
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easily refuted. For one thing, much wealth is generated through capital gains and inheritances on 
which no tax has been paid. More fundamentally, the multiple taxation of a single dollar occurs 
throughout all tax systems. When making a purchase, for instance, a consumer has paid tax three 
times: their income has been partially reduced by the amount of corporation tax their employer has 
to pay (the incidence, in technical terms, of corporation tax is partly on them); they have paid 
income tax through PAYE; and the retailer passes on GST to them by increasing prices by 15% (again, 
the incidence is on them).30 Every dollar is taxed an infinite number of times as it circulates. A 
stronger ‘double-taxation’ argument is that some people would be asked to pay tax on both the 
income generated from their wealth and on the wealth itself. But this is justified because wealth 
brings many benefits beyond the income it generates: stability, security, status, the ability to ride 
out tough times by liquidating assets, the confidence to plan for the future, and so on. In the current 
proposal it is effectively these benefits that are being taxed.31 (For further justification, see the first 
paper in this series, Why Tax Wealth?)  

Cash-flow problems 
Households might struggle to pay the tax if they were asset-rich but cash-poor – for instance, a 
retiree who owns a large house but receives only National Superannuation. The answer would be to 
allow them to defer the payment. Effectively, the unpaid tax would build up as a debt with the IRD, 
which would then have first claim on the income raised when the asset was eventually sold (which 
might be on death). Some local councils already offer this arrangement for rates. In theory, the 
private sector might also offer so-called reverse mortgages, in which people can wind down their 
stake in their home, though in practice such products are rare.32  

Effect on effort 
A net wealth tax could reduce incentives to start businesses. However, the tax would apply only 
once a business (plus a household other’s assets) was worth more than the threshold. To address 
the fact that many start-up businesses are marginal and might struggle to pay even a 1% wealth tax 
on value over the threshold in their early years, mechanisms for allowing them to defer the payment 
could be explored. However, a net wealth tax must not become riddled with permanent exemptions 
for certain classes of businesses; it is precisely such exemptions that have rendered wealth taxes 
ineffective in other countries.33 Moreover, arguments that taxes dampen entrepreneurialism, if 
taken to their logical conclusion, would lead to the removal of all forms of tax. In point of fact, taxes 
are used to fund all kinds of public services that ultimately enable entrepreneurship: education, skills 
training, a welfare safety net for entrepreneurs who fail, and so on. Hence the economic successes 
of the high-tax Scandinavian societies. Taxes, as above, help make New Zealand “a place where 
talent wants to live”. Moreover, as the economist Marianna Mazzucato has shown, much 
entrepreneurship and innovation depends on tax-funded government research. The 12 key patents 
on which the iPhone relies, for instance, were all developed or initially funded by public sector 
research bodies.34  

Effects on saving 
 A net wealth tax could reduce incentives to save, and thus limit the pool of funds to invest in New 
Zealand firms. However, a net wealth tax and related policies could in fact be pro-saving. New 
Zealand’s principal problem in this area is that low- and middle-income households are unable to 

                                                           
30 In support of the partial incidence argument for corporate tax, see: Rob Salmond, The new New Zealand Tax 

System, Institute of Policy Studies, Wellington, 2011. 
31 OECD, The Role and Design of Net Wealth Taxes in the OECD, p.53. 
32 Judith Davey, Home Equity Release Products in New Zealand: Risks and Opportunities, Report to Retirement 

Commission, 2007.  
33 Saez and Zucman, ‘How would a progressive wealth tax work?’, p.5. 
34 Marianna Mazzucato, The Entrepreneurial State, Anthem Press, London, 2013. 
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save, in large part because the cost of living – notably rent and mortgages – is so high.35 The revenue 
from a net wealth tax could help reduce these costs.36 Public house-building and infrastructure 
programmes could significantly cut housing costs, while genuinely free childcare, schooling and 
tertiary study would free up a large portion of households’ budgets, enabling greater savings. This 
would help address problems with a lack of capital to be invested in New Zealand businesses. Capital 
investment can, in any case, be addressed through other policies – including the government’s 
proposed new venture capital fund – rather than through taxation. 

Conclusion 

No tax is perfect, or perfectly popular. A net wealth tax would, as above, face obstacles and 
challenges. But it would also have enormous advantages. It would fill a major gap in New Zealand’s 
tax system and bring us into line with other developed countries. It would also enhance fairness and 
generate much-needed revenue for tackling pressing social and environmental problems. The 
practical advantages of, and philosophical justification for, some kind of wealth tax are clear. It is the 
best bet for restoring balance and fairness to the New Zealand tax system. 

                                                           
35 Max Rashbrooke, Wealth and New Zealand, Bridget Williams Books, Wellington, 2015, pp.78-79. 
36 Saez and Zucman, ‘How would a progressive wealth tax work?’, pp.9-11. 


