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When the Panel evaluates the existing tax system and recommends options for reform, I hope they will keep these goals in mind.  First the panel needs to consider a steadier tax base not subject to the business cycle.  Income is not the steadiest base in our economic system.   Second, the tax system should use a broader base so taxes are collected from illegal aliens, the barter economy, illegal drug trade, prostitution and other criminal activities, etc. to be fairer.  Third, paying taxes should be a requirement not a volunteer option as stated by a former IRS director.  Fourth, taxes paid need to be transparent to all taxpayers.  Fifth, collection of taxes should involve the fewest people, businesses, and points of collection as possible to collect the needed revenue.  Sixth, the system should encourage economic growth in the United States and discourage the import of foreign goods and services and the export of jobs.  Presently it does the exact opposite.  Seventh, the tax system must stop the wealth transfer from our young people just beginning their economic lives to the richest segment of our population our elder citizens.  Eighth, the tax system should encourage workers to be productive longer and retire later.  Achieving these goals would allow the U.S. to leap even further ahead of the rest of the world economically.      

I want the Panel to know that the current tax system in my opinion is unfair, a real burden, is inefficient, and distorts important personal and business decisions.

Since 1972 I have been in the lowest tax brackets and the highest tax brackets and many in between.  I graduated from college with a Bachelor of Science in Electrical Engineering and a Masters of Business Administration.  I went to work for a Fortune 500 Company and earned a middle class income, and saved a large portion of my salary.  I paid taxes faithfully every year.  In 1982 I risked everything I had saved, and borrowed all I could at margin rates near 20%.  This was at a time when nearly everybody, and every forecaster thought that American business would never earn decent profits again.  Profit margins were so low it seemed to make more sense to put money in a money market fund than to invest in business.  Stocks yielded nearly 8%, but money market funds were yielding 18%.  Many thought the American civilization was in decline.  The stock market had been going sideways for 16 years.  I invested in twelve stocks and could have been wiped out if popular opinion had been right.

As we know things did get better, and by 1986 it was time to reap the rewards of my risk taking.  But what I found myself basing my decision on was the tax code.  I split my sell decisions across 1986 and 1987 to save paying taxes.  After doing that, my job earnings were still taxed at the highest rates even though they were only middle level earnings.  For those two years I had graduated to the level of the top 1% of all gross income earners.  I quit my job in September 1986, since I got to keep very little of what I earned do to the high marginal tax rates.  In 1988 and the following years, I dropped out of the realm of the supper rich income earner and returned to the middle and lower income levels.

The progressive nature of the present system took way too much of my earned income in 1986.  Income taxes are based on the false assumption that taxpayers do not move from tax bracket to tax bracket when this is not true for many people.  Transferring this idea to macro economic level, the system assumes income for the nation is steady.  It is not!  The government needs to tax a base that is steadier than income.  

The complexity of the present code is unbelievable.  I now fill out tax schedules for regular income tax, and our second tax system the alternative income tax.  There has never been any question about owing the alternative income tax, but if I don’t send in the schedule the IRS requests it.  This is because my tax schedules have to be cross-referenced with the income tax and alternative income tax schedules of my minor children.  At one time I had to jump back and forth between eight federal schedules to complete our taxes.  We have never paid any alternative income tax, but I waste hours filling out the forms.  The additional complexity is not generating additional revenue.

The whole system requires so many transactions, that the federal government can’t keep up with what it is doing.  I paid a minor child’s estimated tax a few years ago and the check was cashed and returned to my credit union.  Leave it to the federal government to claim it had not been paid.  The stamps on the back of the check were not readable so they could not be easily traced.  The government was claiming tax penalties, and interest owed for estimates and taxes not paid for the year.  They had recalculated tax paid and denied part of a refund that was applied for estimated taxes paid the following year.  I had to send in additional estimated payments for the following year just to be safe so this mess would not continue on for a third year if I could not prove my case.  All this came to the attention of my state, and they wanted re-filing of the state tax schedules.  After much phone and written correspondence over a period of nine months, the federal government figured out their mistake and agreed everything was paid properly and on time.  All this concerned a mere $300.  A goal of reform should be to involve as few people and businesses as possible to collect the needed revenue.

My latest burden nightmare with taxes happened last year and is projected to continue this year but be even worse.  I cannot file electronically because my filing is too complex.  Last year I had to file ten pages of Schedule D-1 with about 240 entries.  After doing all this there was no tax owed.  This year I would anticipate filing 25 pages of Schedule D-1 with about 600 entries.  The business reporting these transactions to the IRS has to do so error free, I have to file this error free, and someone in the federal government has to keypunch all these entries into the government computers error free.  This is a real waste of human resources.

The Panel has a wonderful opportunity to make recommendations that would put the United States light years ahead of the other countries around the world or we can refuse to boldly face the huge funding problems confronting the American people.  Starting in 2008 the Social Security System requires we raise additional revenue or reduce benefits.  I don’t have any figures for Medicare, but I am sure it is going to be an increasing burden too.  The Panel should make recommendation for a tax system that is fair, transparent, simple, efficient, and distortion less while preparing our nation to make the informed decisions concerning the tremendous revenue burdens that lie just ahead.

