TAX REFORM

The upcoming effort to revise and, hopefully, simplifying the tax code is an opportunity, not only to reduce the complexity of the tax code, but to reduce the manpower needed to collect taxes and to make it a fair to all that must pay taxes.
First, it is admitted by everybody concerned that it is a complete mess. It requires a well trained tax accountant to submit an accurate tax return form, except for the very simplest situations. In many cases advice from the IRS personnel is known to be inaccurate and they will state that fact when questioned. This in itself should be a clue to the complexity, ambiguity and in some cases indecipherable mess the tax codes have become. It is left up to the individual to sign the tax return document stating that he has submitted an accurate document. It turns out to be the IRS’s final say as to what is correct and what is not. The average person can’t be sure. And to dispute the IRS’s interpretation requires the tax payer to hire a lawyer at great expense to defend has case. In other words, by the IRS’s standard he is guilty until proven innocent (this is the American way?). Think of the savings if a simpler tax code could eliminate 90% of the IRS’s staff, lawyers and the time saved in filling out a simplified tax form. Plus, it would be much easier to prove tax fraud.
Second, the tax code is considered to be unfair and encourages dishonesty by the individual. Once the American tax payer begins to realize that only the little guy pays, because he does not have the resources to fight the system and the rich pay no taxes. There will be more and more reluctance to pay the correct amount of income tax. As this attitude spreads, the IRS’s will have insufficient manpower to police a large fraction of the American public. If the American public decides to quit paying taxes through this unfair system, there will not be enough IRS’s agents to enforce it. Apparently this attitude is spreading and even now the IRS does not have the manpower to review, in detail, every tax return submitted.
Third, the existing system is inefficient and wasteful of time and money. Everybody knows about the IRS’s expensive, but useless computers. Every year Congress gives the IRS more money to hunt down the tax cheaters. Think how cost effective a simple tax code would be. I suspect the IRS has no idea how much it brings in every year, it probably makes an educated guess. But give them another billion dollars and they could probably give you a closer estimate, not exact, but closer.
In my opinion, no amount of money can make the present system functional and efficient. It would be a waste of time effort to put a band aid on the present system. The present system is such a convoluted collection of quick fixes; I dare say nobody can completely understand it.
At present, I favor the flat tax system. It is simple and would be very easy to administer. I have heard many arguments for and against the flat tax approach. Perhaps the greatest fear is that it is new and unknown. However, other countries are using this system and it seems to work. I know that this is probably too radical for most politicians, because they do not know how it will affect there interests. Plus the existing taxing bureaucracy will be dead set against it since it will vastly reduce there numbers. They may have to get a job and pay taxes.

I know the solution will not be as simple as that, but a complete, through, fair and a well designed overhaul or complete replacement is due. This is an opportunity that should not be wasted.
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