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What is a flat tax?  A flat tax is one in which everyone pays the same tax  percentage rate on all their income after one standard deduction is allowed for all basic living expenses.





Seems like a great idea.  Get out your W4, write down the total on line 1, insert the standard deduction for your family size on line 2, subtract line 2 from line 1 and  write the amount on line 3, multiply line 3 by the flat tax  percentage rate and show the amount on line 4, record the taxes you paid during the year on line 5, subtract line 5 from line 4 and note the answer on line 6.  Write a check for the amount on line 6 and you're all done.





This is the best thing since sliced bread.  Except for H&R Block and all the accountants and tax attorneys, everybody is happy.





Well maybe it isn't quite that simple.  Other than the wage earner who gets a W4 from his employer, how does anyone else know what to put on line 1?  How does the doctor, the lawyer, the self employed auto mechanic or anybody who has any kind of business know what to put on line 1?





Take heart H&R Block, you accountants and tax attorneys, there will still be all the same rules for what is and isn't deductible as a business expense from a business's gross income.  This means the same amount of record keeping by businesses, the same politics to get special deductions for special interests, and the same benefits for the well connected.





What will be different is that, once the concept of a flat tax is approved, anytime the government has to raise money the whole discussion will focus on what the new flat tax percentage should be.





Now think about this for a minute.  All the discussion about the flat tax has suggested a 20% tax.  This is much more (33% more) than a couple making under $42000 pays now and much less than someone in the top bracket pays (45% less).  So what happens when the government needs more money?  Well everyone in the decision making process (who are all in the top bracket) will agree that say a 25% rate is what is needed.





Surprise, you're now paying 66% more and the decision makers are still paying 21% less.  Aren't you happy they gave you this new simple way to compute your tax?





The reason most people resist change is that they understand the system or process or where they stand in the status of an organization and aren't sure of what the change will do to them.  The only people who welcome change are those who are sorely abused under present conditions and those who know they will be much better off under the new conditions.





There is a little joke about playing serious cards that goes, "If you look around the table and don't know who the pigeon is, it's you".  In the case of legislative change, unless you know for sure (not think but know) you will be better off with the change, you probably won't be.  





I have a simple way of deciding whether or not a government proposal is in my interest.  I look around and see what existing organizations are supporting the proposal and decide if their interests usually coincide with mine.  We tend to hear about this in local elections by what industry or special interest contributed to or provided other support for a candidate.





I would urge you, over the next 12 months, to not only notice the words but to pay attention to who paid for them to be broadcast or printed.  People don't spend their money to support things that won't either benefit them financially or further a cause they believe in.  


