Response to request for comments by the Federal Tax Reform Panel on 16 Feb 2005

Thomas M. LeGrande

3242 Montana Ave, Costa Mesa, CA 92626-2216

Date of submission:  5 Mar 2005

Individual submission to Federal Tax Reform Panel

Thomas M. LeGrande – Individual – 5 Mar 2005

1.  Unnecessary complexity (business – individual).  There are currently multiple taxes at all 

levels of government (Federal-State-Local) on both businesses and individuals.  These taxes are:

     a.  So numerous and complicated no one can understand them all.

     b.  Each Tax has a different method of collection, reporting and bookkeeping. 

     c.  Multiple forms and levels of Taxation cause a cumulative effect that is passed on to the 

end-user (individuals-government) in a very costly manner – businesses do not pay Taxes, they 

just pass them on.

     d. Encourages Tax fraud (no one understands the multiple systems and numerous loop-holds).  

2.  Tax aspects that are unfair:

     a.  Unnecessary complexity causes added expense to everything due to the variety of 

collection, reporting and bookkeeping methods (individuals-business-government).

     b.  The cost of every purchase (individuals-business-government) is unnecessarily expensive 

due to the cumulative, passed on effect of multiple taxation.  Due to State-Local Taxation those 

in different States pay different amounts for the same goods and services.

     c.  U.S. products are less competitive due to the added cost of cumulative Taxation.

     d.  The true amount of Taxes paid is totally hidden, with no one (individuals-government) 

able to know how much of their budget goes to Taxes.

3.  Specific examples of Tax Code distortion on decisions (individuals-business):

     a.  Excessive time and resources are used in making decisions based on Tax consequences.

     b.  Decision to purchase U.S. versus foreign goods is distorted by the excessive costs caused

by the cumulative Taxation passed on to the end-user making U.S. products un-competitive.

     c.  The high Cost of Living caused by cumulative Taxation and multiple Taxes greatly affects

decisions relating not only to daily life, but retirement and medical insurance as well.
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4.  Evaluating the existing Tax System(s) and options for reform:

     a.  Compare the current multiple Tax Systems (Federal-State-Local) and compare the costs

with those of having ONE, nation-wide, highly visible, very simple Tax divided between Federal

(25%), State (25%) and Local (50%) governments.

     b.  Examine the benefits of one single Tax:

          (1)  Collection at one level of government only (State).

          (2)  Simple collection (Retail Sales Tax on final, retails sales and services).

          (3)  Reduce Tax fraud (.10 of percent to those collecting the Tax to pay for collection).

          (4)  Minimal bookkeeping and record maintenance for all (Individual-Business-

Government).

          (5)  Greatly reduces price of all goods and services.  Benefits every individual, regardless 

of income, and also benefits government at all levels by reducing expenses involved in Cost of 

Living raises, welfare, medical costs, education and government purchases.

          (6)  Reduces price of all U.S. products and services making them very competitive with 

those of foreign countries.  An additional Import Tax could also be imposed that is exactly equal 

to any government subsidy, or highest Tax on U.S. product imposed by any foreign country, (no 

Tax/Subsidy - no Import Tax on that countries goods).

          (7)  Totally fair and equal Taxation (rich, poor, individual, business, government).  If an 

additional support is required for the poor and retired, food and medicine could be made Tax 

exempt. 

5.  Simple solution:  Repeal the 16th Amendment and implement a new Amendment that 

establishes a single, nationwide Retail Sales Tax that replaces all taxes (Federal-State-Local)
6.  Method of proving the cost differences between the current, multiple systems and Taxation

and a simple, single Retail Sales Tax:
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     a.  Select any business or industry (perhaps a Loaf of Bread or a Defense Industry).

     b.  Determine ALL the cumulative Taxes passed on to the final product (raw materials,

manufacturing, tools, land, facilities, administration, personnel, sales, services).

     c.  Add the cost of complying with Tax rules, regulations and bookkeeping requirements.

     d.  Keeping the same profit margin, determine what the price of the product is now and what if would be if there were No Taxes involved in its production.

