
Carbon Tax Refund 
ACT’s Plan for a Carbon Dividend 

 

Petrol prices are skyrocketing, and Labour is 
raking in more and more tax from you. 

ACT knows Kiwis are struggling, not just with 
a cost of living crisis, but a tax crisis as well. 

Since Jacinda Ardern became Prime Minister, 
the tax on a litre of 91 has gone up 41.6 
cents – a 44% increase. If you fill up your car 
every two weeks with 50 litres of 91, you’re 
paying $541 more in tax each year. 

One tax New Zealanders pay on petrol is the 
Emissions Trading Scheme (ETS) tax. (The ETS 
tax is paid by any business that emits 
greenhouse gases.) 

This year, the Government collected $1.5 
billion through the ETS. It wants to spend that 
money on the Green Party’s Climate Slush Fund and other boondoggles. But that fund just 
replicates, at a much higher cost, the mitigation already achieved by the ETS. 

ACT is proposing to give the money back to Kiwi families to help with the rising cost of living. 

We would return the tax revenue collected from the ETS to New Zealanders in the form of a 
carbon dividend. Based on Treasury's latest forecasts, that would mean a $749 payment 
this year to a family of four ($187 per person). 

The dividend would take each year’s revenue from the ETS and divide it by the population. 
Every adult would receive a reduction in their tax bill by that amount (plus their dependent 
children’s share). For people whose tax bill was lower than this credit, any remaining 
amount would be paid directly to them by IRD. 

ACT’s Carbon Tax Refund would offset much of the impact on the cost of living due to the 
ETS. However, it would retain the incentive to reduce emissions, because, for instance, the 
ETS tax would remain on every litre of petrol purchased. 



Most of the benefits of our plan would go to those on low and middle incomes. After all, 
$749 is a much larger share of an income of $30,000 than $180,000. 

This policy would also improve the functioning of the ETS. Right now, the ETS caps 
emissions into the future. This means the cost of ETS credits will likely increase over time. 
However, consumers and investors might not believe that the Government will maintain 
the cap, because they believe the resulting tax increase will be politically costly. This lack 
of credibility reduces the effectiveness of the ETS in changing long-term investment 
decisions. By committing to returning the revenue to taxpayers, it becomes easier for 
politicians to stick to pre-announced caps and therefore for investors and consumers to 
make decisions based on those caps. 

This proposal could be accommodated comfortably into ACT’s Alternative Budget as it 
stood in December 2021. With this policy added to our already-announced programme of 
middle-income tax cuts, the forecast net core Crown debt position under ACT is still $9.79 
billion lower than under Labour’s plans in the fiscal year ended June 2026. 

Below is the expected pathway for the dividend over the next five years, based on Treasury’s 
forecasts for the population and ETS revenue: 

Fiscal Year 2023 2024 2025 2026 
ETS cash receipts from auctioning 
units ($bn) 1.182 1.140 1.073 0.976 
Less existing CERF foreign 
commitments ($bn) 0.210 0.210 0.210 0.210 
Total cost ($bn) 0.972 0.930 0.863 0.766 
     
Dividend per person ($) 187 178 163 143 
Dividend for a family of four ($) 749 710 652 571 

 

Implementing this dividend would require only an amendment to the Income Tax Act like 
that used to implement Working for Families. The exact amount for the dividend would be 
set using Treasury’s forecasts of the current year’s revenue. Any difference between actual 
and forecast revenues could be recouped or passed on in the next tax year. 


