3rd June 2005 

The Honorable Connie Mack

Chairman

The Presidents Advisory Panel on Federal Tax Reform

1440 New York Avenue, NW

Suite 2100

Washington DC 20220

USA

Dear Chairman,

I was interested to read that you are currently undertaking a review of the US federal tax system and I thought that I would take this opportunity to provide you with my own personal views given that some members of your Panel have indicated their interest in a return-free tax system.

Perhaps if I begin my advising that I am a former Member of the European Parliament and during my term of office I was a member of the Economic and Monetary Affairs Committee. I was also the Rapportuer for the Parliament on Public Service reform with particular emphasis on the future of postal services across Europe. 

Following my retirement from the Parliament in 1999, I was elevated to the House of Lords by the Prime Minister and in 2000 was asked by him to become the Chairman of Catalyst Corby, an Urban Regeneration programme charged with the task of building a new town based on the old steel town of Corby in Northamptonshire re-generation agency.

Within House of Lords, I am a member of the Ministerial team for the Department of Culture, Media and Sport and a Member of the European Select Committee and the European sub Committee for Agriculture, Health and Consumer protection

I have followed with interest discussions within the UK on the need for a greater partnership approach to the delivery of public services, no more so, than in HM Treasury where I still believe there exists greater potential to inject a degree of competition particularly within HM Revenue and Customs Agency. 

During my political career, I have always believed in a stable mixed economy and that I have always attached the highest importance to the need for consumers to be given the widest possible information and choice. In effect a citizen-centric approach, which places the emphasis on the citizen as a consumer.

Having read about the work of your Panel, it appears that there is some support for the US Government to replace this approach with a Government-centric solution which removes obligations from the citizen and places the emphasis upon the State to assume responsibility for tax preparation and filing.

I genuinely believe that this would be a mistake for two main reasons.

Firstly, experience within the UK demonstrates that HM Revenue and Customs (formally the Inland Revenue) is seen as a body which merely does as it is told by the Government.  I have found it intriguing that testimony before your panel in advocacy of a “Return-Free” system in the US has suggested a clamor of public support for government taking over the process of ta compliance on their behalf.  If this is true, it is in sharp contrast to our experience here in the UK where the Inland Revenue has done exactly that through two different services, PAYE and Self-Assessment OnLine. In 2002, an extensive independent survey conducted by Gavin Anderson & Co on attitudes towards the Inland Revenue (IR) and its tax services found that respondents’ reactions were almost universally negative with a general belief that the IR was incompetent, distrusted by the public, and its behaviours and performance were judged to be unfriendly and obsessional. 

The same survey indicated that the public would welcome and prefer opportunities to prepare and file their tax returns on-line via independent providers who by their very nature would be “On the consumer’s side” because the aim of the independent provider would be to minimize the tax paid by the consumer. The aim of the Inland Revenue, by virtue of the public’s assessment of its actual performance through its electronic tax services, was uniformly seen as placing greater emphasis on the need to maximize the tax paid the consumer -- which was viewed as obvious given that IR is the revenue collection arm the Government.

Secondly, the UK Government has set itself ambitious new targets for the delivery of services electronically in the future. In October 2003, the then Minister of State for the Cabinet Office, Douglas Alexander, launched a report entitled Policy Framework for a mixed economy in the supply of e-Government services. The overriding conclusion of the report was that intermediaries, from the private and non-profit sectors, acting on behalf of individuals or businesses, had the potential to make a much more significant contribution to the Governments overall objectives by the value they could uniquely add in providing associated services and advice. 

Given the move by the UK Government towards a mixed-economy policy and public-private partnership approach, it would be intriguing if the US Government – who has always placed great store on decentralisation, the engagement of citizens in “voluntary compliance”, and the exercise of an individual’s public duty – were to seek to move towards centralising tax compliance by the introduction of a return-free tax system under the auspices of the tax collection authority.

Whilst I appreciate there may be flaws in your current tax system - thus the purpose of your reform undertaking – moving away from a citizen-based concept would necessitate a much greater role for Federal government and within time, would inevitably lead not only to growth in the central bureaucracy and its costs, but the same perceptions of the IRS by the US public as those experienced by their UK counterparts towards the IR as outlined above.  Before voluntary compliance is discarded in favor of a bigger role for government in citizens’ financial lives, I would urge you to study the actual experience of the United Kingdom in our experiment in this area, as opposed to academic rhetoric about how such an initiative might work in theory.  In practice, a model of increased government centralisation and reduced citizen participation in the tax area has not delivered on its promises, but has produced unintended consequences which might give one pause.

I offer these comments respectfully, given the citation of the UK experience by many in the US debate, and trust you will take my comments on board when you continue your deliberations on this matter.

Yours sincerely,

Baroness Billingham of Banbury 
