
A capital gains tax is a good start for a fairer
New Zealand

We all want a warm house we feel safe in, clean rivers and oceans to
swim in, decent roads and public transport that get us where we want
to go on time, and the health, skills and knowledge to enjoy meaningful
work and be part of thriving communities.

Inequality in Aotearoa

Too many of us don’t have these things because our economic machine is broken. Our 
economic resources are not shared fairly. Last year, the top 10% of the population had 
more wealth than the bottom 90%. Put another way, if wealth was a pie, one person ate 
more than half, while the rest got cut into bits for the remaining nine people.

Taxes are a powerful tool to help share the pie evenly. They are a way of pooling our shared 
resources so that our government can invest in the big-ticket items that help everyone. But 
at the moment, some of us aren’t contributing our fair share into this common pool. 

Taxing all types of income  

A good way to start to balance the scales is to tax the income from capital gains – more 
often referred to as a ‘capital gains tax’. There are many types of taxes. Income taxes are 
taxes we pay on the income we earn from our work (labour). Consumption taxes are taxes 
we pay on things we consume: our goods and services tax (GST) is a consumption tax. 
Wealth taxes are just as they sound – taxes on the holding, transfer or increase in value on 
wealth, or assets. Assets are things like land, buildings, other property, stocks and shares, or
valuable items such as paintings or boats. A capital gains tax simply extends the taxation of 
income from wealth.

A capital gains tax is a tax on the increase in value of an asset when it is sold or disposed of.
The main thing that matters when a capital gains tax is calculated is how much the asset has
gained in value (minus some deductible expenses), rather than the value of the asset itself. 
In other words, it is the profit that is taxed, not the amount of money received. The most 
common capital gains are realized from the sale of real estate and shares.

The time is now

Capital gains taxes exist in most countries across the world. New Zealand is one of the few 
countries that does not have a capital gains tax. It is anticipated that the proposed capital 
gains tax (or a tax on the income from capital gains) will impact on the top 10% of people 
who own 70% of the wealth in this country.

Designed well, a broad-based capital gains tax would help make New Zealand a fairer place 
because it is a tax that overwhelmingly impacts the wealthiest people who can afford to 
buy and sell assets that gain value, like properties they will never live in and shares. A well-
designed capital gains tax adds relatively little administration costs, and is non-distortionary 
because the tax is placed only on actual gains that the wealthy make from their assets.

Together, we can make our government act for a fairer New Zealand. 


