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Tax Reform of New Zealand

Hiroyuki Matsuoka

Prior to the tax reforms in 1980's,New Zealand's direct income tax system had deteriorated
to what was effectively a tax on wage income alone.The indirect tax system was a mishmash
of wholesale taxes imposed at different rates with numerous exemptions for selected
industries,including the entire service sector. In spite of the highest income tax rate was
66%,the growth of tax revenues lagged behind the growth in spending.

The tax reforms introduced by the Labour government had three broad principles:the
imposition of a broader-based income tax with flatter rates;more reliance on indirect
taxes;and an introduction of new welfare system to offset the reverse effects of the reforms.

However as a result of the reforms including welfare system the gap of the rich and the poor

increased.
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