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Lower Taxes for the Middle Class


�





The Lowest Tax Rate





     The FairTax replaces all the revenue from current income and payroll taxes with a rate of just 23% on new goods and services.  If you think that’s too high, you are probably in much higher tax brackets today; it’s just hidden from view.  In fact, lets look at an example.  





Assume you’re a average family earning $50,000 with 2 children.  Your house payment is $850 a month, $750 of which is for interest.  You have two cars with total payments of $400 a month.  You pay $200 a month of your  employer provided health insurance premium and you contribute $5,000 (10%) to your 401-k.  You tithe an additional 10% ($5,000) to your church.  














Your total taxes for 2003 would be 


 $5,104.  (An effective tax rate of 10.2%).  





This includes your portion of federal payroll taxes but not your employers.  It also does not include the hidden cost of taxes embedded in the prices of all goods and services purchased today.  Adding these costs would raise your effective tax rate to 33.9%!!





As mentioned on the previous page, Professor Dale Jorgenson, former chair of Harvard’s Economic Department, estimates this embedded taxation averages 22%.  





Under the FairTax, your entire $50,000 would be free from federal taxation, your current home and car payments as well as your 401-k savings and charitable gifts would not be taxable.  The prebate would 











prepay taxes for you up to the poverty level of $24,240.  When added to the non-taxable spending detailed above, your effective tax rate would be negative .6%!  





Even if you bought 2 new cars and a newly built home subject to the FairTax, your net taxes would only be $4,707 for an effective tax rate of 9.42%!! (Assumes the same payments).





And remember, the FairTax abolishes all hidden taxes!  Other tax reform plans claim to have lower rates, but keep payroll taxes of over 15% and actually increase the federal taxes hidden in the prices of things you buy.  When you count all taxes, no tax plan has a lower rate than the FairTax.














Growing Opportunities


�





 More and Better-Paying Jobs





     Economists estimate that our current tax system’s high tax rates, waste and inefficiency cost the typical family about $5,000 every year in lost income.


     


The FairTax’s low tax rate and elimination of the tax penalty on investment would generate more economic growth, creating more and higher paying jobs, and raise














the standard of living


for all Americans.  Dale


Jorgenson and Professor 


Laurence Kotlikoff concluded


the FairTax would bring an 


additional 10.5% growth in 


GDP each year.  





The FairTax would dramatically reduce American manufacturing costs. 


As the costs of doing business falls here, more US and foreign companies will locate their facilities in the USA – bringing jobs and  investment to our own shores for a change.  Investment





                  in people (education and


                  training) would not be


                  taxed.





                  An informal study by


                  Princeton Economics in


                  1996 revealed that 80% of the largest companies in Europe and Japan would locate their next factory in the US under the FairTax while 20% would move their headquarters here!














“Made in America would be the label seen around the world”
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A Boost for American Exports


     


     Our tax laws put Americans firms at an unfair disadvantage in world competition.  While most of our toughest competitors give tax rebates on exports, American goods are shipped around the world with our costly tax system built into the prices.  

















For example, in India preferred companies are exempted from all taxes at present on goods or services for export.  When added to lower labor costs, this makes it impossible to compete if you’re operating from America.





Under the FairTax, American and imported goods would carry the same 











tax when they


are sold here.


The Fairtax 


stops job-killing


taxes on our 


exports and 


makes American products more


competitive here and around the world.  Research indicates exports would soar.














