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Dear Mr. Mack III, Mr. Breaux, and other Panel Members,
I admire your action to find out what the American people think about our current tax code system.  Please consider what I have to say as you go further in your research.  I favor the consumption tax system called the FairTax.  The FairTax would eliminate the Internal Revenue Service and the repeal the 16th Amendment, under House Bill HR 25.
Here are the key facts about the FairTax:

1. All Federal income taxes are eliminated, both for individuals and corporations.

2. All FICA taxes are eliminated, both for individuals and corporations.

These first two facts mean that there will be a dramatic reduction in the overall price level of all goods and services. The currently institutionalized cost of taxes that is contained in all prices will be eliminated, and competition will force the prices down.

3. All Federal inheritance taxes are eliminated.  What you earn and build during your lifetime will not be confiscated by the government.

4. The IRS is eliminated.  As with items 1 and 2, the institutionalized cost of compliance, both for corporations and individuals, will be eliminated. The IRS has a "corporate culture" of its own that puts it into adversarial position with every citizen. It cannot be reformed or transformed.  It must be eliminated.

5. The Federal government raises its revenue through a tax on retail sales of all new goods and all services to individuals, estimated at 23% (a revenue-neutral rate).  The individual gets to decide, through lifestyle purchases, how, where and when to pay taxes. The "rich" cannot avoid taxation through sheltering. Every citizen gets to experience the cost of government in a direct, visible way, the share of which increases as the level of purchases increases.  Retailers will receive a collection fee of 25 basis points on federal funds collected.
6. There is a monthly rebate check to every family for taxes paid on purchases up to the poverty level.  This offsets any taxes paid by the poorest among us.

The FairTax plan is an integrated proposal with many positive features, not the least of which are the advantages that will accrue to residential real estate ownership.  Owners will be able to pay the entire house payment, both principal and interest, with “pre-tax” dollars.  They will get this benefit without itemizing deductions, which only a small percentage of homeowners do today.  They will be able to save for down payments much faster, without the penalty of taxation.  Also, interest rates will be even lower than they are today.
Because only new (not used) goods and services will be taxed at the final point of purchase, there are some items that would include a built-in deduction (as they are called in the current system), including tuition, charitable contributions, savings, investments, and interest payments (the familiar mortgage interest deduction).

This government appears far more anxious to control citizens than to protect them. The more laws, the more uncertainty that permeates private lives and the more difficult it becomes for citizens to keep their affairs in order.  Between 1981 and 1993 more than 9,000 subsections of the tax code were amended. In June 1997, the National Commission on Reform of the IRS said the code's complexity placed a severe burden on citizens.

Federal income taxes both for individuals and corporations and FICA taxes increase the overall price level of all goods and services and further burdens citizens via significant compliance costs. The currently institutionalized cost of taxes that is contained in all prices need to be eliminated.  Most individuals already pay 15.3 percent of every dollar earned in payroll taxes for Social Security and Medicare. However, many of us pay a lot more. Middle-income workers must forgo 27 percent of their paychecks to pay federal income taxes. When you add state and local taxes, the average American loses more than 42 percent of his or her paycheck in taxes.

The Federal inheritance taxes need to be eliminated.  What we earn and build during our lifetime should not be confiscated by the government.

The IRS needs to be eliminated.  The institutionalized cost of compliance, both for corporations and individuals, should be eliminated. The IRS has a "corporate culture" of its own that puts it into adversarial position with every citizen. It cannot be reformed or transformed.  It must be eliminated.  According to the Tax Foundation, Americans spend 10.2 billion man-hours filling in forms and paying their taxes each year. That amounts to almost 5.1 million full-time workers doing nothing but tracking income and preparing tax returns. Most small businesses spend seven times more to prepare their taxes than they actually pay in taxes. Nationwide, the cost of compliance with the tax system is upward of $250 billion per year.  In addition, the ramifications of corporate tax decisions in a conference room cost billions in labor hours for businesses.
Many people would say, including the President that they want to keep deductions, especially mortgage deductions.  However, consider that when everyone pays less tax, there is no reason to have deductions, especially when a progressive rebate is given to all citizens.  Ideas such as the mortgage deductions leave room for loopholes, which we have now in 2005.  However, remember that the code didn’t start that way, back in the early 20th Century (similar to the current Flat Tax proposal).

We are losing jobs because of our tax system. The tax on corporations causes the prices of our goods and services to go so high that we can no longer compete in the international marketplace. We all want products that are less expensive. Countries with lower corporate tax rates can make items at a lower cost. 
To benefit American Manufacturing and job growth, we need to eliminate corporate business and payroll taxes to not only eliminate the pass-through cost to American consumers, but also to create a greater demand for American-made products for export, if exports do not pay the same tax. American workers cannot compete with low wage countries nor do they want to, but we should compete globally with lower taxes on business and on American made products. Good paying manufacturing jobs will be the result of creating a corporate tax-free zone in America. Instead of business going offshore to Mexico or China or the Bahamas for Corporate headquarters, American businesses will have a major incentive to produce in the United States and increase their financial, investment, and equipment capital in our country.

The tradeoffs for the FairTax plan include the diminished jobs for tax lobbyists and IRS agents.  However, with the increased amount of jobs throughout the country, many other opportunities will open for them.  No longer will drug dealers, prostitutes, and illegal immigrants be able to skirt by without paying their fair share.
Current seniors of the wealthiest caliber (extremely minor percentage of people) that have saved investments could be double-taxed after the passing of the FairTax.  However, many beneifits will be gained for their children and grandchildren.  Also, the decreased retail prices and rebate checks will diminish most of the negative aspects for wealthy seniors.  All in all, the difference will be nominal for them, compared to other citizens.  

There will be some transition costs.  However, those will be minimal, whereas most tax-incentivized investments and accounts will only need to take away the payment income taxes.  For example, municipal bonds will no longer have tax-free benefits, but they will still be the same bonds.

Please consider the FairTax plan, which has already been extensively researched and is in the works in Congress.
With sincere appreciation, 

James and Hollie Kleitz
Atlanta, GA

