Objectives
 of a 
Federal Income Tax Replacement System.

Introduction

When looking at information regarding the current most popular proposals for replacing the current Federal Tax Code, it should be noted that most start with the benefits without stating the objectives.  This document seeks to state the objectives so that competing tax systems may be compared from a constant set of objectives rather than concentrating on the specific benefits of each one.  The order of importance is represented by the order in this document.

Note that the author is a proponent for the National Retail Sales Tax and is influenced by the benefits of that approach, but has honestly tried to isolate that influence as much as possible.

Constraints

In developing the system, the following constraints have been assumed.

· The system must be revenue neutral.  All programs that are currently funded by the tax methods replaced must be funded by the new tax system.

· The replacement system must be designed in-as-much as possible to impact the economy as little as possible.

· The replacement system must retain progressiveness in that lower income earners effectively pay a lower rate than higher income earners.    

Objectives

· Simplify the tax code.  The resulting code should not require specially trained accountants to understand the tax code.  A person with a high school education should be able to understand the portion of the law that applies to the computation of his share of taxes.

· Recover costs of collecting and complying with the tax law.  The current costs estimated at from $200 - $500 billion (the entire GDP or three states) should be reduced.

· Encourage saving and investment.  The United States has the lowest savings and investment rates in the developed nations.   One reason is that the decision to save does not make sense when punishing taxes are applied.

· Encourage Foreign Trade.  US products are loaded with production taxes when they are sold in other countries.  Removing those production taxes will place US products prices more competitive position than they are currently.  A side effect is that US products here will also be more competitive because the imports will be taxed the same as our own products.

· Expand the tax base.  The current system only taxes income.  This typically misses illegal income.

· Move to a more stable tax base.  The income tax is not the most  stable base on which to base a tax system.  A new system should more to one that is proven to be more stable.

· Publicize to the taxpayer the amount of his purchase constitutes taxes.  It is only possible with the current system to estimate his contribution in taxes.

· Remove the necessity of the federal government's tracking of individual income.   

