To….The President’s Advisory Panel on Federal Tax Reform

I believe Congress should enact a  NATIONAL SALES TAX (NST) to REPLACE our existing Internal Revenue Code.  

The current Internal Revenue Code is beyond comprehension,  expensive to administer and should be abandoned immediately.

The Internal Revenue Code should be replaced by a National Sales Tax (NST), which will address the following key political points…. 

1. We have to raise money to fund government operations.
2. The system has to be fair…. i.e., the rich must pay more than the poor.  

3. The system to collect the tax should be simple and easy to understand.

4. The cost to administer and collect the tax should be fixed and not become a “jobs program”.

5. Politicians at all levels will be re-elected on the merits of a NST system.

I have no illusions that the NST would pass easily!  However, I believe the end result of a NST would well be worth whatever political capital is necessary to get the job done.  A National Sales Tax  will especially benefit future generations and funding their need for government services.

When looking at the specific NST proposed by “Americans for Fair Taxation”, several  thoughts come to mind….
· Every putt makes somebody happy!
· Every voter/taxpayer says and/or thinks…”How will this effect me and my cash flow”! 

· The political risk of any change is always daunting to an incumbent politician!    
· All vested interests will die hard and resist any  change!
· Existing politicians will be re-elected if they have the “political will” to scrap the Internal Revenue Code and pass a National Sales Tax (NST).
As I have worked through the NST proposed by “Americans for Fair Taxation”, my comments are as follows…

1. The FairTax Group has done a good job of covering the major questions that will come-up in the  process of changing the country to a National Sales Tax (NST) program.
2. I believe a significant “force for change” in adopting a new NST will come from all of the State governments.   All states will quickly scrap their existing “income tax systems” and relish being paid to collect the NST and their own State sales tax revenue too.
3. Going to a NST would also solve the States’ festering problems with collecting sales tax on “internet sales”.  With a NST,  all “internet sales” of new goods and services in every state would be taxed and remitted  to the purchaser’s state on a monthly basis.   
4. This Christmas was the first time that “internet sales” exceeded brick and mortar store sales.  Internet sales will only grow in the future and the NST will capture this revenue.  

5. From day one, the pricing for all USA manufactured products that are exported will be lower and more competitive in the world markets.  Conversely, all imported products to the USA  will be taxed by the NST when sold in the USA.

6. All local property taxes could be eliminated and become part of the state sales tax rate.

A lot of personnel  in the CPA profession, as well as tax lawyers and IRS enforcement troops will need re-tooling for their next careers.  However, the market place will work, and the good professionals will continue to help their clients adjust to the NST and grow their businesses. 

7. For all taxpayers and elected politicians too ….you will have a single tax rate that is very visible and very transparent.  Keeping the NST rate in check will get you re-elected too! 

8. At first, the NST estimated rate of 23% seems high.   However, once the current income taxes and payroll taxes are removed, the market place will adjust selling prices very quickly.  New norms for capital costs, product pricing and operating profit margins will appear immediately.  This means the NST 23% rate will be applied to a significantly reduced selling price for goods and services.

Thanks for the opportunity to get my ideas into your review process for “reforming the existing Internal Revenue Code”.

Respectfully,

James G. Tierney
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