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Dear Chairman Mack, Vice Chairman Breaux, and members of the panel,

Following are my observations from, and comments about the Public Hearings on May 11 and May 12, 2005. I flew to Washington in hopes of presenting my fully “fleshed out” completely new tax system named www.UniversalTax.com . It is an exceedingly simple tax that would save the USA economy $900 BILLION per year (2005 dollars). According to the Advisory Panel’s staff member, Ms.Altshuler, this tax proposal merits attention, but was overlooked in the selection process for verbal presentation in front of the Advisory Panel. Instead of presenting the tax proposal Ms.Altshuler allowed me to hand out short introductions of this tax proposal to attendees at the Public Hearing. I owe Ms.Altshuler my gratitude for this. It gave me an opportunity to learn more about the unfounded concerns “experts” have with my tax proposal so that I was able to reflect on those concerns and am now in a position to address them here (“cascading taxes” and “border neutral”). In addition I learned what the proposals were that had the most support from the public and I learned what type of proposals the experts on the Advisory Panel were most and least intrigued with.
The more I see of other people the more I love my dog
First I must report that the more I heard about and listened to other tax proposals, the more I became impressed with my UniversalTax. So typically subjective of me, but for good reason, because my tax proposal solves most of the problems that the other proposals do not and it has none of the flaws that the other proposals have. The main reason for the greater perfection of UniversalTax.com is that I closely followed Adam Smith’s four maxims on taxation. It would be wise to follow the maxims on taxation proposed by Adam Smith in his “Wealth of Nations” published in 1776. The framers of the Constitution paid attention to “Wealth of Nations” in Article 1, Sections 8 and 9. These maxims are perfection or near perfection in guidelines for taxation, and not following them just because they are over 225 years old is shear arrogance or ignorance of those who would attempt to create a new method of taxation. The current systems of taxation in most countries were obviously created in ignorance of Adam Smith’s maxims or as a result of plain arrogance. It is difficult to decide which country deserves the grand prize for having the worst tax system in the World, but the United States certainly has a shot at it with its 17,000 (9 million words) income tax code monstrosity.  
Adam Smith’s 4 maxims on taxation:
1. The subjects of every state ought to contribute towards the support of the government, as nearly
as possible, in proportion to their respective abilities; that is, in proportion to the revenue which 
they respectively enjoy under the protection of the state.
2. The tax which each individual is bound to pay ought to be certain, and not arbitrary.
3. Every tax ought to be levied at the time, or in the manner, in which it is most likely to be convenient for the contributor to pay it.
4. Every tax ought to be so contrived as both to take out and to keep out of the pockets of the people as little as possible over and above what it brings into the public treasury of the state.
Why follow these maxims that are over 225 years old? Surely we must have advanced in knowledge in all these years and must be capable of better? If a person in 1776 were to have conceived of the maxim for a perfect ball bearing to have perfectly round hardened steel balls, what arrogance would it be to try to deviate from that maxim by ignoring the need for hardened steel and perfect roundness. Oval or out of round lead balls certainly would not do.
What I observed during the May 11 and May 12, 2005, Public Hearing is that all the speakers and the members of the Panel should become persuaded that it takes hardened balls of steel and a perfectly rounded approach to get a bearing (on the otherwise intractable problem of taxation). 
All proposals made to the Panel and all comments submitted, bear one, either totally or largely ignored Adam Smith’s 4 maxims. The result is imperfect bearings. Our current tax system is a monstrous large bearing that runs on balls of dung with sand as lubricant. No wonder that the wheel of our economic fortune is grinding to a halt. 
Most of the proposals and comments submitted to the Panel would wish to improve on our current system by replacing the dung balls with plastic balls or even lead balls and maybe change the grade or coarseness of the sand used for lubrication. A lot of the presenters had a vested interest in the sand business.  Some of the proposals are for scrapping the whole bad bearing and replacing it with a brand new one with oval steel balls or round balls of less durable lead or plastic. 
UniversalTax.com

My UniversalTax follows Adam Smith’s 4 maxims on taxation as closely as possible and it takes the fullest advantage of modern electronic technology and practices.  

Here is what is so important in following Adam Smith’s 4 maxims on taxation:
1. The subjects of every state ought to contribute towards the support of the government, as nearly
as possible, in proportion to their respective abilities; that is, in proportion to the revenue which 
they respectively enjoy under the protection of the state.
2. The tax which each individual is bound to pay ought to be certain, and not arbitrary.
Maxims 1 and 2 deal with dignity and justice and fairness in taxation. There is dignity in the paying of tax by “the poor”. In most current tax theory it is held that poor people belong to an underclass that is in need of special treatment and cannot function as respectable full function citizens that actively contribute to and participate in the financial support for the running of their own country. That sort of thinking gave rise to the notion that only tax payers should have the right to vote. It is a total lack of understanding of taxation to believe that excluding “the poor” from this or that tax makes them exempt of taxes. Under all systems of taxations “the poor” pay taxes embedded in every product or service they buy exactly in proportion to their spending. The exclusion of “the poor” from certain taxes is arbitrary and the establishment of “tax brackets” is not only arbitrary but also out of proportion with the revenue they enjoy. The concepts of current tax theory are in total violation of Adam Smith 1 and 2 (AS1 and AS2). UniversalTax is in total concert with AS1 and AS2.

3. Every tax ought to be levied at the time, or in the manner, in which it is most likely to be convenient for the contributor to pay it.
This AS3 means that a tax is levied with the least amount of inconvenience to the tax payer. Need I say more, there is zero inconvenience for the tax payer with the way in which tax is paid under UniversalTax.com. Some of the proposals submitted to the Panel are reducing the inconvenience somewhat or a great deal, but none reduce it to ZERO. 
4. Every tax ought to be so contrived as both to take out and to keep out of the pockets of the people as little as possible over and above what it brings into the public treasury of the state.
This AS4 means that the total direct and indirect cost of paying and collecting the tax should be as small 
as possible. The direct and indirect cost and burden on the total economy and society as a whole cannot be

expressed in money alone, but could be as much as $900 billion or more. The direct and indirect cost of

collection for UniversalTax.com is less than $50 billion.
A word about “cascading taxes” and “border neutral” taxes.

When critiquing my UniversalTax during the May 1 and May 12, 2005. Public Hearings some of the featured speakers pointed out that it was not a workable tax system because it would cause “cascading taxes” and it would be an impediment to exports of products because it was not “border neutral”. Not knowing what this shop jargon meant I nodded wisely and took notes. Meanwhile I learned that both of these allegations against UniversalTax are nothing more than hogwash as applied to UniversalTax.
Cascading taxes

The term “cascading taxes” apparently refers to a tax upon a tax. UniversalTax charges a tax at every step in a manufacturing process or any process that requires the transfer of money from one party to another. As such there would be a tax upon a tax at every step of the process whenever money changes hands. It would then make a product or service more expensive at every step in the process and make it less competitive. The experts who criticize UniversalTax for “cascading” make it appear that other forms of taxation do not suffer from this apparent malady. They totally ignore the fact that, under all systems of taxation, taxes are embedded in any transaction at any stage of a manufacturing process but they are hidden taxes in the form of taxes on wages and other such taxes that the seller compensates for in the selling price by increasing that price. There is no method to compensate for “cascading” other than ultimate subsidizing by way of a roughly estimated tax refund or other outright subsidy. The best subsidy everyone gets under UniversalTax is the total elimination of the work burden and cost associated with current taxation schemes.
Border neutral

Border neutral is just another term for a concern of export impediment for products on account of taxes applied to the products during their manufacturing process. A blatant export credit or export subsidy would solve the problem but it would be more obvious to other countries that might complain about subsidizing exports. So, every country has adopted a policy of doing this intricate tinkering with disguised indirect export subsidies and all the time assuming that the other countries are stupid enough not to notice the games that are being played.  The best way to become highly competitive is to unburden your own economy from a very labor intensive and otherwise costly tax system by adopting UniversalTax.
Consequences of drastic changes

There are dire economic consequences in replacing an existing tax system with another that promises to be much less costly in administration and collection. For example UniversalTax promises to reduce the direct and indirect taxation in the United States alone from $900 billion to $50 billion. This in effect means that it will eliminate the jobs of people who collectively now earn $850 billion dollars. That promises a lot of unemployment and an extremely hard blow to the economy as a whole. My UniversalTax proposal compensates for that by proposing a very long period of transitional financial support for as many as ten years or more for all the people who have lost their jobs. The cost for this transition will be paid by the government out of the savings on administration and excess taxes collected. Another consequence of UniversalTax that is fully taken care of is the loss of favored tax status by charitable organizations. Under UniversalTax it is provided that charitable organizations are not only compensated for the loss of favorable tax status but will actually find that their incoming revenue will be sharply increased while their cost for fundraising are sharply reduced.(making for an additional loss of jobs that will be compensated for a number of years by the government).

Additional benefits of UniversalTax

The additional benefits of UniversalTax are many, but some merit special mention. This tax idea is suitable for adoption by all other countries and they would benefit equally and the seamless alignment of tax systems between countries is easy and perfect. No need for special tax treaties between countries. If one country gains an advantage over another country for exports of products it can easily be adjusted by adjusting import duties or by giving or withholding export subsidies. After a few decades of playing those kind of games, it will eventually become clear that an increase in efficiency in ones own country is the best way to have a lasting competitive edge and to increase the living standard.
The bottom line

The bottom line for UniversalTax is that it will increase efficiency and productivity enormously and that it is the only system proposed that follows the best principles for taxation ever proposed. A further observation is that nothing in the way of tax reform will happen as long as tax experts and lobbyists are in control of the process of devising a new tax code for the USA (see www.TheTroubleWithExperts.com).
Some other minor country will be first in adopting UniversalTax.com and others will follow slowly. Wouldn’t it be fun if the United States would lead with tax reform in the World and all benefits accruing from that leadership position. I am actively spreading the word on UniversalTax.com with advertisements in nationwide magazines that will use the name www.AutomaticTax.com for purposes of easier marketing of that name. I will concentrate on small countries with my promotion, but I have not completely given up on the idea that there might be a sincere desire by the White House and the Advisory Panel to find the best substitute for our current taxation at all levels of government, federal, state and local. Small and large business will flourish and private citizens will breathe a sigh of relief. 
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