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Time to learn from our history

• Economists love 
technocratic solutions to 
complex problems

• The future calls for 
subtle and sophisticated 
thinking- not robotic 
algorithms



First as tragedy: 

The essential Rogernomics

• Replace progressive taxation with a low flat 
tax

• User pays social provision to make the tax rate 
really low

– Roger wanted  a flat 23% tax

• Compensate the poor with targeted assistance

– This is the understated Archillies heel
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Bill English

• I joined Treasury and within 18 
months or so I was working on 
Roger Douglas’s flat tax package
and had the unique opportunity at 
an early age to see radical ideas on 
tax debated, policies put together 
and then watch it all unravel.

•
The one thing I learned from the 
flat tax package is that it doesn’t 
work

http://www.act.org.nz/roger-douglas
http://www.act.org.nz/roger-douglas
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Flat tax 

trade-offs?
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“nobody will pay a tax 

rate higher than 25 per 

cent.”



The first terrible lie of 
Rogernomics

• No one will pay more than the flat rate

The truth

Low income people face the loss of all kinds of 
social assistance when they earn an extra dollar

Complex overlapping abatements equals high 
effective marginal tax rates (EMTRs).



Terrible lie 2
Welfare only for the poor is 

efficient

More targeting is better

Lets aim for “target efficiency”!!

The truth–very high EMTRs 

over long income ranges have 

huge economic costs 



1991 Treasury warned



Terrible lie 3
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All problems have a technocratic solution



Welfare that Works 1991 



The promise of technocracy



The integrated system of targeted 
assistance

• All a family’s details would be on a smart card

• Adjustments in real time

• All social assistance would be aggregated and 
bleed out at one rate

• Diagrams would prove it could be done



The EMTR problem





Core family stable & predictable



Where did the 1991 reforms come 
from?

…..



Smart card was fanciful and they 
could not make it work

• The smart card was to ‘overcome’ the 
problems of overlapping abatements

• Its abandonment undermined the whole 
rationale for the user pays approach 

• Left with the welfare mess/overlapping 
income tests including the bits for students 
and their parents.

• Cumulative effects on the distribution of 
wealth, income and advantage.



We were left with the welfare 
mess

Every family experiences the noose 
differently

• http://thedailyblog.co.nz/2017/03/19/what-
would-you-do-prime-minister-english/

http://thedailyblog.co.nz/2017/03/19/what-would-you-do-prime-minister-english/


No accountability for failed promise on which 

the whole edifice of welfare reform was built



Suffocating effects for working poor 
Gross income $35,000

….An extra $10,000 means
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Tax 1750

acc 140

wff 2500

stud loan 1200

Kiwisaver 300

accommodation 
supplement 2500

total effective tax 8,390

disposable income $1,610

Possible loss of 

childcare subsidy 

up to $60 a week

Payment of child 

support 18-30%



Target efficiency: the holy grail
The noose tightens

…people should call on the

resources that are available to them 

before turning to the state.”

MSD ‘ in the matter of The Social 

Security Act 1964: against a decision 

by the Benefits Review Committee, 

Nov 2013

2018 Joyce raises the 

abatement rate ( to 

25%) and reduces the 

income threshold for 

WfF to $35,000



History repeats. Second as farce?



Social investment- intensifies 
target efficiency

Big data rhetoric

Bill English:  we will find ‘those [deviant] 
families’ one at a time

Way forward

• Challenge for the social policy community

• Confront the ideology of tight targeting-
reverse 25 years of conditioning


