TO:  Senator Connie Mack, Chairman, President’s Advisory Panel on Federal Tax Reform
FROM:  Scott Nestler, Taxpayer

Rumor has it that President Bush told you to “be bold” in thinking about tax reform.  To me, bold means a significant change from the current graduated income tax to one of the following:  a flat income tax or a consumption tax (in the form of a national sales tax or value-added tax).

The key goal of any changes should include broadening the tax base by eliminating the billions of dollars in revenue lost to taxpayers who are under-reporting their income or are not filing tax returns at all.  To do this, the tax system must capture the tax revenues from the vast underground economy, criminals and illegal aliens who do not report income.  Simplifying the current ponderous tax code will NOT be enough to entice those who are under-reporting or not paying taxes at all to pay their fair share. 

While a lower flat tax on all income, with little or no deductions, may go a long way toward broadening the tax but a national sales (“consumption”) tax or a value-added tax, which automatically affects everyone at the cash register would be far more effective.  Yes, it might be difficult to get such a radical change through Congress.  However, that does not mean that it shouldn’t be tried.  By taking the issue to the people, as is being done with Social Security reform, would help the chances for success.   Imagine the outpouring of public support President Bush would enjoy if he were to embrace a national sales tax or a value-added tax, or even a flat tax that either eliminated the need to file tax returns or dramatically simplified them. 

The value-added tax system has proven to work in other countries, including Europe and Bermuda.  Even though people in upper income brackets would pay more with a national sales tax (because they consume more), it would still serve to broaden the tax base because any type of consumption tax would capture money from people who currently dodge the system.

