TAX CUTS AND INCOME INEQUALITY

Budget 2010 has worsened income inequality in New Zealand. We have had a problem of a
widening income gap for years mainly because of low wages for many and high income for a
few. But this inequality is magnified if there are also tax reductions which favour those on high
incomes.

There are many measures of inequality. One easy measure to use is the difference in take
home pay. Of course this does not take account of Working for Families, or the effect of

property taxes.
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If we look at some other examples apart from those in the Table,
someone on $15 an hour and compare them with someone on $50
an hour or $104,000 a year, the gap in take home pay now is
$916.08. In October the gap will be $56.69 higher at $972.77. And
the increase in the gap in take home pay between someone on
$200,000 and $30,000 grows by $150 a week ($149.81).

The Government will argue that property taxes will even up this

inequality to an extent. While it may be true that those who own investment properties are likely
to be on high incomes, the reverse is not true. There are plenty of high income earners that will
not be affected by new property taxes and
those who are affected have the option to
move their investments elsewhere. And in any
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