Axioms:    


Taxation is for the purpose of raising revenue to fund government expenditure.


While income does not belong to government, I maintain that the citizenry does have the responsibility to pay for the expenditure decisions of its elected representatives – the government.  There is some sense that an individual's share of that responsibility should be related to capacity to pay, that is to income.  (Assets, & estate tax or other wealth taxes, are not at issue because assets are merely the result of income accumulated over time.  That accumulated income has already been taxed once.  What can be the possible justification for taxing it again?  However, there may be transitional issues on assets before these ideas are adopted.)


Income equals consumption plus change in wealth (each excluding gifts, which are adjustments to the wealth base, as would be the tax bill for the year).
          


Tax fairness means people with the same income ought to pay the same tax.


However, there is no similarly factual statement that can be made with respect to appropriate levels of tax as among people of different levels of income, that being essentially a political decision at the heart of which is the question of what constitutes capacity to bear responsibility.  A flat rate tax can be regarded as fair, politically speaking, even so a system with so-called regressive rates.

First Principles:  


All forms of income should be taxed alike, that is, in its revenue raising activities, government has no valid basis for discrimination across various forms of income.


If possible/practical, all income should be taxed contemporaneously with its being earned.


Only people are capable of earning income, that is only people can bear the tax burden.  To believe otherwise is to impose forms of double taxation on the same income.


Violations in these principles result in various types of discrimination in fairness in revenue raising to which the term tax expenditure, or more recently 'targeted tax cuts', applies.  This results in a well engrained, tempting but pernicious use of the Code by whatever well-meaning or fair-sounding terminology applied.  If the branches of government believe that sectors of the economy or sectors of the citizenry deserve monetary favors or cash incentives to achieve “desirable” public purposes, then expenditure programs should be voted independently of the revenue raising process.  

Broadly Desirable Changes to the Code:


Broaden the base of taxable income as much as possible by eliminating exemptions, eliminating deductions, eliminating differentiation between types of income (capital gains, investment income, unrealized appreciation in assets at death, deferral programs, taxes on corporate results, etc):


Eliminate corporate taxation, use corporations only as collection vehicles


Eliminate deferral programs, for example on pension savings and the like


Tax marketable financial assets at least annually



Devise a means to do the same with non-marketable financial assets


Non-financial assets probably must be allowed to have deferral of tax, therefore taxation at disposition or death should incorporate a non-penalty interest charge to reflect the time value of the deferral.


Persons should pay income tax on all income and on all assets/liabilities at least once in a lifetime


Eliminate death taxes (another form of double taxation)

Summary:

The above results in a very broad income base.  For given levels of expenditure, which is a separate legislative process inclusive of many expenditures currently buried in the tax code, the tax rates necessary to generate the funding revenue are probably lower than currently experienced.  The question of 'progressivity' will continue to be a legitimate subject of political debate and decision.
