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For the last thirteen years in New Zealand, both Labour 

and National governments have strained to roll back the 

influence of the State on our economy. Markets have 

been de-regulated, State assets sold, and more 

independent monetary and fiscal policy frameworks 

established. However in spite of all this, the State’s claim 

on our national income is larger than ever. 

 

In 1970 the tax to GDP ratio was 23%. By 1984 on the eve 

of Rogernomics it had risen to 30%. The drag that this 

increasing tax burden had on productive effort and 

investment was one of the main pressures which helped kick-start the economic reforms 

which followed. However more than a decade of reform later, the ratio is even higher - 

over 35%. 

 

Even more disconcerting is the fact that over this whole period our GDP has itself grown 

significantly. So not only has the State taken a larger slice of the national cake each year - 

but it has done so even though the cake itself has been growing in size ! Taking this into 

account, a better measure of the increasing tax burden is taxation per capita. In 1970 New 

Zealanders were taxed annually at $4,000 per head in today’s dollars. This had risen to 

$7,000 by 1984 and now stands at nearly $9,000 per head. Put simply - we are now paying 

twice as much tax in real dollar terms than we were in 1970. What’s more, the increase has 

continued in spite of more than a decade of free market reforms aimed at down-sizing the 

State. 

 

Some would argue that this is because the reforms haven’t gone far enough. Both the 

Manufacturers Federation and the Business Roundtable recently called for renewed efforts 

in the direction of economic liberalisation. Their target of a 20% flat tax has undeniable 



appeal. But will the prescription achieve the goal ? Can we really expect more economic 

restructuring alone to deliver what it has failed to deliver so far ? The experience of the last 

thirteen years suggests we need to look elsewhere. Free market economics in itself has 

not provided the answer to the problem of the growing State and rising tax burden. 

 

To understand the roots of this problem we need to look at what is actually driving up 

government spending and hence taxes. When we do, it becomes obvious that the increase 

has not responded to economic policy because it is not being driven by economic factors. 

Rather, the revolution in our values system, begun in the sixties and matured through the 

seventies and eighties, has brought with it consequences that are now being reflected in 

government spending. 

 

In the 1960s most New Zealanders still 

acknowledged a basic set of moral absolutes. 

However over the following two decades the 

growth of moral relativism saw right and wrong 

become a matter of personal opinion. Individuals 

could now dismiss inconvenient ethical principles 

as no longer "right for them". Given the obvious 

appeal of such an easygoing moral framework it 

is no surprise that it quickly became the 

dominant ethos of our culture. Unfortunately, 

the consequences for the government's finances 

have not been quite so agreeable. 

 

Between 1970 and 1995 the number of offences reported to the New Zealand police 

tripled to over half a million p.a.. The taxpayer now spends $1.2 billion every year 

attempting to maintain law and order. That is over $1,000 a year for a family of three on 

top of any insurance premiums they pay. It is what we pay for the police, courts, and 

prisons. Conventional wisdom blames our soaring crime rate on unemployment. However 

earlier this year the Ministry of Justice released a report entitled Interpreting Trends in 

Recorded Crime in New Zealand which found little statistical support for an 

unemployment-crime link. The fact is that crime has continued rising in spite of changes in 

unemployment levels. 

 

 Taking a century-wide perspective the irrelevance of economic factors to the crime rate 

becomes even more obvious. The first half of this century saw reported offences stable at 

30-40,000 per annum for decades. Even the mass unemployment and real deprivation of 
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the Great Depression saw little change to crime figures. It wasn't until more recent years 

when right and wrong became a matter of personal preference, that offences surged to 

unprecedented levels. The price of maintaining law and order has surged with it. 

 

Other areas of government expenditure have also been affected by our changing values. In 

1970 the Domestic Purposes Benefit didn’t exist. It was still expected then that true love 

would be attested by the public and lifelong commitment of marriage. However with 

commitment no longer in vogue, the State now pays out $1.5 billion p.a. supporting single 

parent families. Adding family support and accommodation allowances brings the figure 

closer to $2 billion.  The poverty common to these homes also spawns extra costs for 

childrens health and education. Next year $80 million is specifically earmarked for lower 

decile schools.  

 

The new culture of "flexible" relationships stretches other public budgets also. Statistics 

show teenage offenders are four times more likely to have parents who are separated. We 

invest $30 million of social workers time into such teenagers each year. The impact on 

adults is even more expensive. With relationship breakdowns cited as a prime cause of 

mental illness including depression, it is no surprise that mental health funding at $470 

million p.a. and growing, is never enough to keep ahead of the demand. The bill for anti-

depressants alone surged by 45% last year. A recent UN report The Burden of Global 

Disease predicted that by 2020 the costs 

of mental illness world-wide will be 

second only to heart disease. Trying to 

run relationships as if commitment 

doesn't matter is clearly a major fiscal 

risk. 

 

And the risks of the new morality don’t 

only reside in the complications of family 

breakdown. Simple things like honesty are 

worth a lot too - $600 million p.a. in fact. 

That’s our estimated annual loss in 

benefit & ACC fraud. 

 

Taking all the costs into account, a conservative estimate would put the total tax bill for 

our new values system at around $4-5 billion p.a.. Included in it must be the extra interest 

charges incurred from the years when the rising costs of our moral deficit were deflected 

by borrowing.   
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While the reasons behind our increasing tax burden are non-economic, the burden itself 

has serious economic implications. By penalising productive effort and investment, tax acts 

as a brake on economic growth. Economists call this "dead-weight loss" - the loss of 

production caused by tax. Conservative studies calculate it at 20% in the New Zealand 

context. Thus an extra tax bill of $5 billion p.a. also translates into a $1 billion annual loss of 

production to our economy. 

 

All of which should lead us to one conclusion. The tax debate needs to move beyond 

economics and focus on what must be done to revitalise the moral foundations of our 

culture. If we want to reverse the steadily increasing claim that the State has over our 

wallets, we need to realise that the free market can only take us so far. To truly capitalise 

on its economic reforms, New Zealand needs a moral reformation. Only when basic 

Christian virtues are once again widely acknowledged in our society will the way be open 

to reduce government spending and lock in significantly lower taxes. 
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