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It's only fair: Enact a national sales tax 

Steve Higgins 

Imagine a world in which the Internal Revenue Service does not exist. 

Yes, you would actually get to keep the money you earn.

Yet the country would not collapse. In fact it would thrive as never before.

Of course, no one in America paid income taxes prior to 1913 (except for a 10-year period during and after the Civil War), so this brave new world is actually our old world.

When the income tax was enacted in 1913, Congress got it passed by promising that it would only apply to the "evil" rich. And at first just the nation's top 0.5 percent of earners were subjected to it.

But of course, give Congress a way to rake in money and it doesn't take very long for our public servants to expand it far beyond its original scope.

Today the income tax continues to soak the rich but it also soaks the rest of us — the average American pays nearly half his or her income to federal, state and local taxing authorities.

This is senseless. The federal government in particular wastes hundreds of billions of our hard-earned dollars while crushing innovation, mashing productivity and stifling investment. They double-tax corporate earnings and even tax Social Security payouts. They levy bruising tax burdens on corporations, which turn around and build those costs into the prices they charge, and guess who pays for that?

At the same time, Americans waste billions of dollars trying to comply with a serpentine, ever-changing tax code that's designed to turn people into criminals.

Over and over, Congress promises "tax simplification," and the monster just keeps growing. Americans need real tax reform, and they should get behind a real reform proposal — the FairTax Plan.

Introduced into Congress every year since 1999 by U.S. Rep. John Linder of Georgia, the FairTax would sweep away the income tax, inheritance taxes, capital gains taxes, Medicare and Social Security taxes, the gift tax and all the other infernal taxes.

Instead it would create a national sales tax on all goods and services, including food and medicine, and the government would pay the tax when it buys goods and services as well.

The FairTax proposal sets the initial sales tax at 23 percent, because at that rate it would replace all current tax revenue. But prices would not go up for long. That's because 22 percent of the cost of the average retail item consists of "embedded taxes." 

For instance, everyone involved in producing a loaf of bread — from the seed producer to the farmer to the trucker to the store — pays income, property and other taxes, and all that is rolled up into the final price. All that would disappear, and companies would quickly lower prices to gain a competitive edge.

By encouraging productivity and investment, the FairTax plan would lead to an unprecedented economic boom, bringing expatriate companies back to the United States and creating millions of jobs.

Think about it. The current tax code — under which the government "withholds" your tax payments before you even see your own money — gives the feds power over all your assets. Your take-home pay is what the feds allow you to take home. This encourages spending and discourages saving and investment.

Opponents of the FairTax claim it is regressive, since the poor spend a larger percentage of their income on necessities. To confront that problem, proponents added a "prebate" to the plan. Under Linder's legislation, everyone (of all income levels) would receive a check every month based on the amount of taxes they pay for basic necessities.

Go out and buy The FairTax Book, published in 2005 by Linder and syndicated radio talk show host Neal Boortz. It's short and enjoyable, and includes a history of the income tax that will make your blood boil. Then call your congressional representatives and demand real reform.
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