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YHE FLAT tax is a flawed idea, less a serious
* tax proposal than a slogan in the name of which
the advocates claim to be able to accomplish

i contradictory things at once. They can'i, of
course, which is why the tax has become a source of
gquarrels within the Republican Party. It’s also why the
latest. report on the tax commissioned by Senate
Majority Leader Bob Dole and House Speaker Newt
Gingrich was necessarily so vague.

A principal goal of flat-taxers is to reduce the tax on
investment income. The rationale is that the gentler
tax treatment will lead to increased savings, mnvest-
‘ment and economic growth from which everyone will
benefit. It’s a laudable goal and in some respects a
credible notion, though the effect of the tax code on
such fundamental forms of economic behavior as
savings and investment tends almost always to be less
than tax advocates would have you think.
~ “The problem is that cutting taxes on investment
income has some awkward side effects. The first is
that the principal beneficiaries—the immediate ben-
eficiaries, at any rate—are going to be people at the
high end of the income scale, since: they are by
definition the ones with the most extra money to
invest. But few politicians want to be perceived as
‘giving a tax cut mainly to the rich in an era of rising
income inequality, and many flat-taxers, though not
all, say they remain committed to the principle of
progressive taxation. That’s what the commission
said. How do you square the two?

. The second side effect is that, unless you believe in
the tax fairy, cutting taxes means the government will
have less revenue to cover its costs. Certainly that’s
true in the short run if not, as some argue, in the
longer term—and here we have the Republicans
especially pushing for a balanced budget. If you want
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