								1653 Dogwood Circle


								State College, PA 16803


								March 7, 2005





The President’s Advisory Panel on Federal Tax Reform


1440 New York Avenue NW,  Suite 2100


Washington, DC  20220





Dear Sir or Madam:





Alan Greenspan favors a hybrid sales and income tax.  That’s a half step in the right direction.  But a hybrid tax would add on more complexity.  We should tax sales and stop taxing income.





‘Tis the season to be aggravated by Form 1040.  Maybe the present tax could become a flat tax, but, if the IRS remains intact, all the aggravations can come back.  A value-added tax wouldn’t be any better.  It would just set up another expensive intrusive bureaucracy.  The FairTax (HR25, S25) stops all payroll deductions and starts the process for repeal of the 16th Amendment.





The FairTax is a simple sales tax.  When you hear the term sales tax, it sounds regressive, and the FairTax sounds especially regressive because it taxes all retail sales of new goods and services.  That keeps it simple, and when you get the complete picture, you’ll see it’s not regressive.





Collecting it will be simple, and save most of the horrendous cost of running the IRS.  Most states have a sales tax, and are already set up to collect more for the Federal Government.  For 23% more, we can pay the full cost of all Government programs, including Social Security and Medicare.





A 23% sales tax sounds high, and hugely regressive.  But right now we buy everything with after-tax dollars.  People in the lower income brackets start out losing money at rates of 10%, 15%, and 25%.





In addition to this loss, everything costs 20% to 30% too much because the present tax law increases the cost of doing business.  Without the present law’s impediments to business, competition from liberated entrepreneurs will bring prices down.  And we’ll pay these lower prices with before-tax dollars.  We’ll keep 100% of our wages, pensions, capital gains, and all other income.








And what about the poor?  They’ll get an advance of $77 per month.  To keep it simple, so will everybody else.  This is a generous estimate of the per-person tax on necessities.  A family of 4 won’t feel a tax bite unless they spend more than $1339.12 per month.  And they can spend more tax-free if they buy used goods.  Thrift shops and used car dealers won’t collect any tax.





The $77 advance is generous, but not generous enough to subsidize champagne, caviar, and country clubs.  The FairTax is a tax on excess consumption, so the rich (and people trying to look rich) will pay most of it.





Poor people don’t spend a lot of money on ski-lift tickets and greens fees, and middle-class people don’t buy yachts and Gulfstream jets.  Far from being regressive, the FairTax is steeply graduated.  It requires some thinking to figure this out, but, when they see how the FairTax works, most people can do the math.





							Sincerely, 


								





							James R. Jenness, Jr., Ph. D.


