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Proposal: Micro- and Macro- Economic High Efficiency Tax Revenue Collection

I wish to express my thanks for the opportunity to bring forth this proposal.  My fundamental goals are:

1. fairness to individuals
2. minimum cost of compliance (microeconomic efficiency)
3. maximum efficiency of collection, reducing the compliance mechanisms and the drag on the economy (macroeconomic efficiency)
4.  revenue neutral.
Background:

Paying Federal Income Taxes for 35+ years, I have never found the current tax code, ESPECIALLY AFTER the many “reforms”, to be guilty of meeting any of these goals. Another reform is exactly what is NOT needed.  We need a new form of tax that is fair and efficient.  I need not go into the economic studies that place the cost to the individuals, businesses and government bureaucracies in the billions.  These are billions that we need to stoke the economy by return of this productivity to the people.

What is “fairness?”  
Our tax philosophy is based, loosely on the premise that the more well off should shoulder the larger percentage of the cost of providing for the general good, and providing the safety net for the less fortunate.  I agree with that premise.  However, the tax structure assumes that only taxes provide for these needs.  The effect of sustained economic growth is not a serious consideration except for a scattering of special interest loopholes.

What makes more sense?  
Taxing on what individuals and companies bring to society, or taxing on what they take out of society?  Currently, all income taxes and derivatives tax you on your contribution to society.   This discourages the drive to provide more value to society.  Taxing on our consumption encourages saving, efficiency, and productivity.  
Details of  Micro- and Macro- Economic High Efficiency Tax Revenue Collection

1.0
Description of Proposal. 
My proposal largely follows the HR25/SR 25 “Fair Tax”, http://thomas.loc.gov, keyword “Fair Tax”
[reference: http://thomas.loc.gov/cgi-bin/query/D?c109:1:./temp/~c109WiC6aE:: and http://thomas.loc.gov/cgi-bin/query/D?c109:2:./temp/~c1093yDcg0:: 
1.1  the tax base is entirely based on end-user consumption, uniformly spread on all forms of consumption
1.2  exemptions, deductions, credits and exclusions,

· Recommend a “forward credit” should be provided prior to each year to poverty level consumers, in advance of the year to help defray their consumption taxes.  This recognizes that these consumers have less discretionary consumption, and thus it would be unfair and disproportional to tax their consumption.  

· Along these same concepts of fairness, consideration for exemption of non-luxury food and clothing should be considered.  I make no claims on being able to come up with the “non-luxury” criteria.  However, given the first bullet, the lack of such an exemption in the initial bill should NOT be used to prevent its passage.  This issue, if after implementation, it becomes obvious that it is a source of inequity, should be expedited in a follow-on amendment.
1.3 tax rate(s), after deducting the cost of the eliminated tax processing, collection, compliance, and legal expenses associated with the present system, should be revenue neutral.
 1.4 distribution of the tax burden (including provisions for relief for low-income individuals);  covered 1.1 above

 1.5  treatment of charitable giving.  This plan is tax neutral on charitable giving.  However, it frees up millions of dollars that would go to feed the current tax system bureaucracy, making it available to use in charity.
 1.6 treatment of home ownership.  This plan is tax neutral to home ownership.  There is not need to make special considerations

 1.7 collection method would be by a national consumption tax.  This is very efficiently done in most states and many local governments, with a small bureaucracy compared to the current income tax, and completely eliminates all tax filings on the part of the paying party.
1.8 treatment of businesses.  There would be no need to treat business differently than individual consumers.  This would encourage efficiency as the most “consumption-efficient” business would have market advantage
2. Impact of Proposal Relative to Current System . 
2.1 simplicity (including transparency and stability) 
this is an inherently simple system, eliminating the need for the expense and resources in accounting be individuals, replacing it with automatic payments and simple forwarding of the proceeds to the government

2.2 fairness 
largely discussed above.  It is fundamentally more fair to tax what is taken from society (consumption) than tax what is put into society (income)

2.3 economic growth and competitiveness 
The most obvious is the economic spurt provided by the elimination of the billions of dollars expended on the current tax system.  The tax on consumption would encourage efficiency, not subsidize inefficiency at the expense of tax payers. Finally this would release private and government individuals currently tied up with the income tax system into the productive economy.

2.4 compliance and administration costs 
Cost are drastically reduced.  Most, if not all, of the current planning, publishing, collection and compliance bureaucracy can be released into the productive economy.
3.0 Transition, Tradeoffs and Special Issues 
With the exception of individuals at or near the poverty level, there is no compelling reason for exemptions or special considerations. 
Respectfully submitted,

Terry Sterkel, P.E.

