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Tha eleclions are overl And the American peopla now expecl substantial bipartisan prograss on chtical challengas facing
the countey, Where should Congress and the president begin? Substantial tax &' simplification will be dificult but provides
an opportunity for changes that will immediately benefit most Americans without requiring either party walk a political plank.

The current complexity of paying taxes & Imposes a real burden on taxpayers much greater than the actual revenue
collected by Uncle Sam.
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First, there is the tme and monsy spenl preparing one’s laxes. This cost of fax compliance is expected 1o reach an
estimated $390 billion in 2011. In other words, In addition to the rmore than $1.2 tillion collected in personal income laxes,
we of aur employers will pay an addilional $350 bilion to prepare our taxes — almost $1,300 per person. Bul the burden of
our incredibly complex lax system Is nol fimited o the difficulty of completing a refum,

Secend, in an attempt to aveid taxes, individuals and firms make different — and less than optimal - choices. For
example, having more than 25 employees requires more complex tax-refated record keeping. So a small business may
decide not to hire a 26th employee bul rather require overime from exisling employees or substitule a computer for a
workes, This leads to less efficiency & and higher unemployment.

Thied, our current system leads to great frustralion among honest taxpayers who just wanl to pay thelr falr share — no
more and no less. As a frusitrated nelghbor sald 1ast Aprid, "V'm never sure whether I'm a tax crook or a lax sapl*

The almosi 72,000 pages (56 times longer than Tolstoy's "War and Peace™) in the federal tax 4 code are difficult for the
average citizen to understand but also bafile government officials. Treasury Secretary Timothy Geithaer, who rns the
Internal Ravenua Service, discavered just before his confirmation hearings that he owed more than $42,000 in back taxes,
More recently, it was reporied thal 41 aldes in President Chama's White House owe the IRS about $831,000. In fact,
federal government employees (incluging some IRS workers!) and government retirees owe more than $3 blilion in back
faxes.

Finatly, our confusing tax system injures the international cempelitiveness of U.5. firms. The Wadrld Bank’s annual “Ease of
Dolng Business” publication reports that the Uniled States Is one of the best 25 countries for business In rine out of 10
categeries. The only exceplion Is "paying laxes [4,” where the United Stales ranks 81st. And our siluatien is deteriorating;
last year we were 54th. According to the World Bank, a New York City finm with 60 employees musl pay 1axes to 12
different government entiies. Preparing, fting and paying these taxes take a typlcal U.S. firm three imas longer than
skmilar firms in Switzerfand or New Zealand.

Sharply reducing the complexily of the federal tax law has the potential of culting the tax burden, increasing efficiency,
reducing fssiration for firms and individuals, and increasing intematienal competitiveness without reducing government
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Tax Code revenue, Bul previous attempts at substantial tax simplification have always runs info the same obstruction: Love of
loopholes.

Tax System

While we would all benefit from a radical tax simplification, individual firms and persons would profit greatly if thelr loophole
survives. This supports a rapaclous Industey of lebbyists, lawyers and accountants dedicated to preserving or expanding
tax loopholes for their clienlts, As a resull, atlernpts to gradually rationalize the tax code are doomed to failure since each
ssmall improvement fails 1o rally the public and yet Is vigorously resisted by those adversely affecled. For exampte, the
'dos!ng of & fim's $100 mifiion foophole might have a major impact en the fiemt's profitabiity, bu! the savings to the rest of
the counlry of closing this losphole Is about 33 cents a person per year.
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What Is needed Is a radicat reviling of the tax code that will slaughter all sacred tax cows simultanecusly, The benefils o
each taxpayer of such a dramatic simplification would be farge and energlze volers 1o push their members of Congress 1o
resisl special inleresls or use tax simplification as a smokescreen to raise laxes,

There Is no lack of detailed guidance on how to simplify our taxes. The falr tax mavement, along with dozens of business,
academic and think-tank studies, has discussed the crilical tradeoffs in detail. What has been lacking so far Is political witl,
And tax simplification Is almost unlque since its success of failure wilt be Immediately apparent to almost every voler. Imagine
ike reaction if inslead of ihe mind-numbing complexity of the current systern, most faxpayers in April 2012 were able to fill out
a4 singfe-page tax form without having to use a human or computer adviser. Congress might even be popular]

Frank Gunleris an associale profassor of economics at Lehigh University.

Ads By Google
2012 Income Tax Returns

Reasonable fixed quotes and no hidden feesi Includes E-file.
vasw.breatheeasyacctg.com

FEATURED ARTICLES

Ailentown Fair winner Pam Never buy K-Cups for your Dip into recipes from The

Stettier makes a qulck- Keurlg agaln Melting Pot

vanishing carrot cake

More:

Stay cool if FBI freezes your computer Tonsll cancer Is dangerous hut treatable if

caught early
FDA correctly tdentifies risks from statins

Whitehall gets reglon's much-wanted eateries
Stay cool with ge! beds

Corbett's pension reform could end up in
court

Index by Keyword | Indexby Oate [ Privacy Policy | Terms of Sesvice

Plaase note the green-fined fnked artic’e texd has baen applied commereialy wthout any involement
from our newsroam edAors, reparters of any other editosiatstatf.

2/22/2013 9:30 AM 2of2



