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A
bolish the Incom

e T
ax 

W
hen the R

epublican revolution re-
sum

es this fall, C
ongress w

ill honor 
the prom

ises w
e m

ade to the A
m

eri- 
can people by sending the president a 
bill that radically alters our nation's 
failed w

elfare system
, and a budget 

bill that shrinks the governm
ent, re-

d
u
ces th

e tax
 b

u
rd

en
 o

n
 w

o
rk

in
g
 

A
m

erican
s, p

ro
d
u

ces th
e first b

al- 
anced budget since 1969 and saves 
M

edicare from
 its im

pending bank- 
ruptcy. N

ot a bad beginning for the 
first R

epublican C
ongress in m

ore 
than a generation. 

B
ut these efforts to change funda-

m
en

tally
 th

e fed
eral g

o
v

ern
m

en
t's 

w
ay of spending other people's m

oney 
rem

ain built upon a faulty, counter-
productive, overcom

plicated tax sys-
tem

. 
T

he tim
e has com

e to change m
ore 

than our spending policies and bad 
habits. T

o strengthen our econom
y as 

w
e m

ove into the 21st century, w
e 

m
ust also pull the incom

e tax out by 
its roots and throw

 it aw
ay so it can 

never grow
 back. In its place, I favor 

the creation of a broad-based tax on 
the purchase of goods and services. 

O
ur current tax collection system

 
is flaw

ed so badly that reform
ing it 

(again) w
on't w

ork. It needs to be 
done aw

ay w
ith entirely. 

In
 ad

d
itio

n
 to

 its co
m

p
licatio

n
s, 

com
pliance costs and intrusions into 

people's privacy, the present system
 

of taxing incom
e, investm

ents and 
savings penalizes the very things soci-
ety should rew

ard, and the tax-free 
treatm

ent given to consum
ption fa- 

vors activities that aren't as econom
i-

cally beneficial to society. 
O

ur guiding principle as w
e pro-

ceed
 is to

 ch
o
o
se a n

ew
 tax

 th
at 

provides the greatest, m
ost produc-

tive boost for the overall econom
y. 

T
axes have a pronounced effect on 

interest rates and on econom
ic activi-

ty. T
he new

 code m
ust result in low

er 
in

terest rates so
 n

ew
, h

ig
h
-p

ay
in

g
 

jo
b

s are created
 an

d
 so

 p
eo

p
le can

 
save m

ore of the m
oney they m

ake, 
creating a better, m

ore secure life for 
them

selves and their children. 
W

h
en

 w
e th

ro
w

 o
u

t th
e o

ld
 an

d
 

replace it w
ith the new

, our vision w
ill 

reflect five guiding lights: 
■

 Sim
plicity and Freedom

 From
 the 

IR
S: T

he new
 code m

ust be sim
ple 

en
o

u
g

h
 th

at th
e In

tern
al R

ev
en

u
e 

S
erv

ice can
 b

e elim
in

ated
 en

tirely
 

from
 the lives of individual A

m
eri-

cans. B
y replacing incom

e taxes w
ith 

a tax on the purchase of goods and 
services, individual citizens w

ould no 
longer be required to keep and collect 

records subject to intrusive IR
S

 au-
dits. A

 tax collection agency w
ould 

still be necessary, but its m
ission and 

pow
er w

ould not resem
ble the cur-

rent IR
S

. In addition, the law
yers and 

accountants w
ho legally advise clients 

how
 to avoid paying taxes could be 

put to m
ore productive use if the code 

w
asn't rifled w

ith loopholes and ex-
ceptions that beg clever evasion. 
■

 S
avings F

riendly: E
conom

ists from
 

all ideological perspectives agree w
e 

need to raise the savings rate in order 
to

 create jo
b
s an

d
 lo

w
er in

terest 
rates. T

he current code takes m
oney 

aw
ay from

 people w
ho save by taxing 

interest earned and m
oney invested. 

T
he tax code should encourage and 

rew
ard savers; not penalize them

. 
• T

he U
nderground E

conom
y: E

very 
year, honest taxpayers pay on aver-
age 15 percent higher taxes than they 
otherw

ise w
ould to m

ake up for the 
m

o
re th

an
 $

1
0
0
 b

illio
n
 th

at g
o
es 

uncollected in the underground econ-
om

y. U
nder a tax on the purchase of 

B
Y

 B
A

R
R

IE
 M

A
G

U
IR

E
 

goods and services, every tim
e a drug 

d
ealer b

o
u

g
h

t a car, ev
ery

 tim
e a 

house painter bought a can of paint, 
they w

ould pay their share in taxes. 
O

nly a tax on the purchase of goods 
and services can effectively capture 
this revenue that is now

 forgone. T
he 

record show
s that the incom

e tax too 
easily lends itself to crim

inal evasion. 
• In

tern
ation

al C
om

p
etitiven

ess: 
T

he current incom
e tax puts A

m
eri-

can products and w
orkers at a disad-

v
an

tag
e in

 th
e w

o
rld

 m
ark

etp
lace. 

W
hen A

m
erican-m

ade products are 
sold overseas, they sell for a higher 
price to offset the cost of the incom

e 
tax that is included in the price of the 
p

ro
d

u
ct. A

 co
n

su
m

p
tio

n
-ty

p
e tax

 
could be rem

oved from
 the price of 

o
u
r ex

p
o
rt p

ro
d
u
cts, m

ak
in

g
 th

em
 

m
ore com

petitive overseas, creating 
export jobs at hom

e. In addition, for-
eign products w

ould be subject to a 
U

.S
. co

n
su

m
p
tio

n
 tax

 in
 a G

A
T

T
-

legal m
anner, giving A

m
erican m

anu- 

facturers a fair advantage in the m
ar-

ketplace. O
ur com

petitors are already 
doing this do us, w

e ought to do it as 
w

ell. 
s F

airn
ess: T

he new
 code m

ust be 
fair and reflect the ability of w

ealthier 
A

m
ericans to pay their share, and it 

m
ust not create any undue burdens 

on low
-incom

e citizens. U
nder a tax 

on the purchase of goods and servic-
es, th

e m
o

re so
m

eo
n

e sp
en

d
s, th

e 
m

ore he gets taxed. T
he person w

ho 
pays a 10 percent tax on a Jaguar, for 
exam

ple, w
ould have a higher tax bill 

than som
eone w

ho pays a 10 percent 
tax on a C

hevrolet. P
eople w

ho buy 
yachts w

ould pay higher taxes than 
those w

ho don't. E
qually im

portant, 
th

e n
ew

 co
d

e m
u

st reco
g

n
ize an

d
 

account for the needs of low
-incom

e 
A

m
ericans w

ho consum
e every penny 

of their incom
e sim

ply to m
ake ends 

m
eet. A

lso, because hom
es are not 

consum
ed item

s, their purchase price 
w

ould not be subject to taxation. 
O

pposition to taxes of all types has 
been a tim

e-honored tradition since 
the beginning of our republic. W

hile 
no system

 of taking m
oney from

 oth-
ers w

ill ever be perfect, if the federal 
g
o
v
ern

m
en

t started
 fro

m
 a b

lan
k
 

slate today, an incom
e tax is the last 

tax w
e w

ould create. F
or the good of 

our country, the days of the incom
e 

tax need to be num
bered. 

The w
riter, a R

epublican 
representative from

 Texas, is 
chairm

an of the H
ouse W

ays and 
M

eans C
om

m
ittee. 


