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Potential benefits and problems with the various
 tax reform proposals presented to the Panel.
I have reviewed the submissions posted to the Panel web site. The submissions break down into the following general categories:
1) Pure Consumption Taxes (~45% of submissions)

1.1) The FairTax (~38% of submissions)
1.2) Generic Sales Tax (~7% of submissions, ~45% including FairTax)

2) Hybrid Income/Consumption Tax systems (~40% of submissions)
2.1) Modifications to the current Income Tax system (~16% of submissions)
2.2) Flat Income Tax (~11% of submissions)
2.3) Other progressive Income Tax systems (~10% of submissions)
2.4) Other hybrid systems (~3% of submissions)

3) Others (VAT, Transaction, etc.) (~15% of submissions)
Following is a comparison of each major proposal which highlights the advantages and disadvantages of each. This analysis clearly shows the FairTax to be the most viable option proposed and the one most urgently needed to improve U.S. economy and bring jobs back to the U.S.
Respectfully submitted,

Ed Sarlls, III
	
	FairTax, H.R. 25 / S.25
	Modified Income Tax
	Flat Income Tax

	Research
	“Best Researched Tax Reform Proposal.”
	Many research projects identify problems with current code.
	Good research base.

	Support & Consensus
	Vast army of grass roots activists. Largest support in Congress of any tax reform plan.
	Many support changes but each has their own changes they want. Little consensus for any specific change other than elimination of the AMT.
	Good activist support and some congressional support.

	Complexity 
	Completely new code. Less than 200 pages.
	Very complex; 20,000 pages of regulations. Each modification of “simplification” just makes the regulations more complex to understand.
	Without eliminating current code and starting from scratch, complexity increases. Potential for simplification with code replacement.

	Compliance Cost Reduction
	Over $250 Billion saved.
	No savings.
	Some savings but significant costs remain.

	Embedded Taxes / Visibility
	Embedded taxes eliminated. Consumers aware of entire federal tax burden.
	Embedded taxes inflate costs of domestic goods and services by over 20%. Consumers unaware of hidden taxes.
	Embedded taxes remain but may be reduced. Consumers still unaware of hidden taxes.

	Trade
	Untaxes exports. Taxes imports at the same rate as domestic goods. Reduces trade deficit by eliminating unfair tax advantage currently given to imports.
	Embedded taxes constrict competition by U.S. businesses, inflating the trade deficit.
	Embedded taxes continue.

	Investment
	Untaxes capital investment. Provides capital to grow economy.
	Double and triple taxed.
	Reduced investment taxes.

	Fairness
	Family Consumption Allowance (rebate) creates a progressive sales tax system.
	Progressive tax rate with regressive payroll tax, regressive deductions, and regressive embedded taxes.
Loopholes give unfair advantage to special groups.
	Progressive or flat rate with allowance is better but retains regressive payroll tax, regressive embedded taxes, and possibly regressive deductions.

	Resistance to special interests
	Designed to maintain simplicity and keep special provisions out of the tax system.
	Designed by and for special interest groups.
	Previous attempts to simplify the income tax have allowed special interests to maintain influence over tax code.

	Privacy
	No federal knowledge of personal income, occupation, spending habits, or other economic activities is needed.
	Current tax code requires massive files, dossiers, audits, and collection activities.
	A flat tax still requires personal files, dossiers, audits, and collection activities.

	IRS
	Abolished!
	Retained.
	Retained. Reduced role.

	Jobs 
	Escalates creation of jobs by eliminating export taxes, taxing imports equally, attracting foreign investment, and reducing tax bias against savings and investment.
	Hurts U.S. companies and decreases available jobs. The payroll tax is a direct tax on labor. 
	Positive impact on jobs. Does not repeal payroll tax on jobs. 

	Man-hours required for compliance
	Zero hours for individuals. Greatly reduced hours for businesses. 
	Over 5.4 billion hours per year.
	Reduced. 


