 I am writing in response to Allen Greenspan's testimony that a consumption
tax would be a good alternative to the current income tax system.  To
advance another step beyond Greenspan's testimony, I would like to
inform you and your readership of the FairTax (www.fairtax.org): a
national sales tax to replace the IRS.  Under the FairTax, all
purchases made for personal consumption would be taxed, and that's it!
Currently, both people and corporations are taxed based on what the
government loosely defines as income.  There are many problems with
this form of taxation. Namely, whenever a corporation is taxed, it
does one of two things: it will either use an accountant to find every
possible means of avoiding the tax, or it will pass the tax onto the
consumer.  The end result: WE pay even more taxes.
       For example, if a family decides to get a brand-new (note,
buying anything used would not be taxed) 48" t.v. for the living room, they
would pay what is currently estimated to be a 23% national sales tax
on that television.  Before anyone balks at the idea of paying an
additional 23% sales tax, keep this in mind: every component used to
make that t.v. carries a tax with it.  The companies who made the
individual parts for the t.v. are taxed, and so is the company that
actually assembled the t.v. All merchandise sold in the U.S. contains
layers upon layers of taxation built-in, which raises the cost of
merchandise by an estimated 22%.  Under the FairTax plan, all those
layers of taxation would be eliminated.
       Also, many politicians claim that a national sales tax would
hurt those with lower incomes.  HOWEVER, the FairTax plan accounts for this
criticism by giving a "prebate" to all families to compensate for the
basic cost of living.  Now, I do realize that many consider the income
level that defines the basic cost of living to be much too low.
Nevertheless, a single person will automatically receive a prebate
from the government every month to total $2,141 a year, which isn't
bad at all.  Families, of course, would receive more.
       Most importantly, the FairTax is simple.  For today's income
tax, one must hire an accountant or buy a tax program to understand the code.
Under the FairTax, all retail purchases are taxed - that's it.

-Clinton Smith

