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have 5 legizlative days within which to
revize and extend their remarks and in-
clude extraneous material on the sub-
ject of my special order.

The SPEAKER pro tempore (Mr.
MCCOTTER). I= there objection bto the
request of the gentlewoman from Cali-
fornia?

There was no objection.

THE FAIR TAX

The SPEAEKER pro tempore. Under
the Speaker's announced policy of Jan-
uary 7. 2003, the gentleman from Geor-
gia (Mr. LINDER) i recognized for &0
minutes as the designee of the major-
ity leader.

Mr. LINDER. Mr. Speaker, in the last
5 or 6 weeks, a bill that I introduced,
H.R. 23, the FAIR Tax, has been getting
a great deal of interest in the national
press, part of it because the Spealer
mentioned it in the book he recently
published, and part becaunse the Presi-
dent took a look at it just prior to the
Republican convention.

A lot of it i= becaunse the last 2 days
the Democrats have taken a keen in-
terest in it and have found unusunal fo-
rums in which to trash it, including a
2T-page critique that the House Minor-
ity leader put out today. I will say
some of those criticisms are inter-
eating. and some are even true.

But, in any caze, what they failed to
do in the 27 pages was to discuss the
problems we are facing precisely be-
cause of our current system. They can
spend all the rest of the next year or
two defending the current IRS system,
2aying it is a good system, and ignor-
ing the problems, but we cannot ignore
them much longer.

Americans spend between 6 and 7 bil-
lion man-hours each year juzst filling
out IRS forms. We gpend that much
time calculating the tax implications
of a business decizion. We lose 18 per-
cent of our economy to making tax de-
cisfions instead of economic decizions.

The current director of the Congres-
sional Budget Office informally in a
conversation btold me he believes we
spend npwards of $400 to $500 billion a
vear bo comply with the Code and
remit §2 trillion. This is hardly an effi-
cient way to raise taxes.

Studies show that it costs the aver-
age small business 3724 to collect, com-
ply with the Code and remit $100 to the
Federal Government. And who pays all
those compliance costs? Who pays all
those payroll taxes that get embedded
into the costs of goods at retail? Who
pays the income taxes?

It is not the business. There simply i2
not a mechanism for a business to pay
a bill other than through price. and our
customers pay them all. In fact, the
only taxpayer in the world is a con-
sumer. who finally consumes the prod-
uck and all the embedded costs, we
have it.

The =tudy we had commissioned out
of at Harvard 5 or 6 years ago argues
that 22 percent of what we spend at re-
tail represents the imbedded cost Lo
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the IR2. Anybody who is working and
spending 100 percent of the income to
live i= losing 22 percent of their pur-
chasing power to the current system.

But it also causes us to ship goods
and services into a global economy
with a 22 percent tax component in the
price system, making us less and less
competitive in a world economy and
causing jobs to move overseas, where
the embedded tax component in the
price systern is considerably less, par-
ticularly in those nations that have a
value-added tax that is rebated at the
borders.

We also drive offshore, because of our
Tax Code, capital. There is today 5 to
36 trillion in overseas accounts because
it is cheaper to borrow at 6 percent in-
terest than to repatriate dollars at 35
percent tax. 5o they are protected
overseas, and in some cases, able to be
spent owver there. Not to mention
wealthy individuals who keep money
offshore to protect it from a confis-
catory tax systen.

We drive underground elicit activity
because of our Tax Code. It is esti-
mated that pornography, illicit drugs
and illegal labor constitute a §1 trillion
economy that 1= untaxed. Under a con-
sumption economy. if they wanted to
buy something, they would at leazt pay
their fair share to the government.

The Alternative Minimum Tax was
passed in 1969 to ensure thabt wealthy
people who have no tax liability due to
their legal use of deductions and cred-
ita wonld still have to pay some taxes.
In 6 years, 30 million Americans will be
snbject bto the Alternative Minimum
Tax.

We spend over $30 billion a year on
Harned Income Tax Credit designed to
reabate to low-income workers the cost
of the payroll tax burden, the tax that
pays for Bocial Security and Medicare.
It is estimated that 25 to 30 percent of
that is fraud.

Then the big iz=ne, the big i=sue is
Bocial Security and Medicare. The cur-
rent dollar To-year unfunded liability
in Social Security and Medicare is 51
trillion. Trillion. To put that in per-
spective, if you started a business on
the day Jesus Christ was born and lost
%1 million a day through yesterday. it
would take you another 720 years to
lose 1 trillion. We are looking at 75
years of costing us 8§51 trillion.

How do we =olve this? We abolizh the
income tax and repeal all taxes on in-
come and get rid of the IRS; get rid of
personal and corporate income baxes.
self-employment taxes, capital gains
taxes, the gift tax, the death tax. All
would be replaced by a single tax on
perzonal consumption.

Yes, we would get rid of the payroll
tax. It was said on the floor yvesterday
that our bill did not deal with the pay-
roll tax. I wonld be willing to have
these debates, but I want to have them
with people who have read the hill, be-
canse the bill is the only one that has
ever been introduced that totally abol-
izshes the payroll tax, and the payroll
tax i= the highest tax that 75 percent of
America pays.
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If you would get rid of the IRS and
get rid of all tax on income and let
competition drive the tax component
out of the tax system and replace it
with a one-time. single consumption
tax, out of every dollar you spend on
personal use, 23 cents goes to the gov-
ernment, the rest stays with the mer-
chant., we would fund the government
at the current level, but everybody
wonld kKeep, get to keep their whole
check and become a voluntary bax-
payer.

Now, that number has been criticized
a8 being rather high. I will repeat you
are currently paying 22 cents. but just
do not know it. But today. if you earn
§1, 36 cents goes to the government and
64 cents iz left to spend. Would you not
rather pay 23 cents out of every dollar
yvou spend, rather than 36 cents out of
every dollar you earn?

But, more importantly. the FAIR
Tax is fair because it contains a rebate
for every hounsehold in America which
wonld Gotally rebate the tax con-
sequences of spending up to the pov-
erty line.

Currently people who spend all of
their income lose 22 percent of the pur-
chasing power to the embedded cost.
Under our system, that rebate would
totally untax them up to the poverty
line. Poverty level spending, by defini-
tion, is that necessary for a given size
household to buy their essentials. For
my mother, it iz 89,500 year. For a fam-
ily of four, it is about 25,000, For a
family of =ix, it is $30,000. Their spend-
ing in a year up to that amount would
be totally untaxed, plus they would not
pay the embedded costs. It would be
gone.

The FAIR Tax is a volunteer system.
Every citizen becomes a voluntary tax-
payer, paying as much as they chooze,
when they choose, on how they choose
to spend. And I mentioned before that
it would drive that 22 cents out of the
sysbem.

The FAIR Tax iz border newtral.
Under the FAIR Tax, imports to our
shores when bought atb retail for per-
zonal use would be taxed at exactly the
same level as our domestic competi-
tion, something that has never hap-
pened before.

Lastly. it would solve our Social Se-
curity and Medicare problem. In the
Democrat’s report, 27 pages today. they
have a study that =2aid Medicare would
run out of money in 8 or 8 years instead
of 10 or 156 years under my system. I do
not know how they could come up with
that, because today Medicare i= funded
by the workers, 138.5 million people
working to pay for Medicare for all the
retirees.

We are going to increase the number
of retirees in the next 30 years by 100
percent. We are going to increase the
number of workers by 156 percent. I do
not know how you can sustain that
aystem.

Our system, the tax on consumplion,
wonld increase the number of payvers
from 138.5 million workers to about 300
million citizens every time something
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was purchased and 40 million visitors
to our shores. We would nearly triple
the number of people paying in, and,
indeed, we would double the revenues
Lo Social Becurity and Medicare in just
15 years by doubling the size of the
economy. That is an estimate of many
economists who have looked at this.
And the FATR Tax would raise some-
where around $200 billion a year from
the nnderground economy.

Beyond these arguments, what will
this new paradigm do for our economy?
First of all. we have $400 or $00 billion
dollars saved every year from compli-
ance costs. That would be less moneys
we would have to pay at consumption.

The money saved on compliance
coste would be put to an efficient and
profitable use and create jobs. Our
gros=s domestic product would increase
by %180 billion per year because we no
longer would have to malke tax deci-
slons.

Eliminating the income tax would
bring down long-term tax rates by 30
percent. and with no tax on capital or
labor, and this is Key, with no tax on
capital or labor, nobody could compete
with us in a world economy. We would
be selling goods and services in a glob-
al economy with a zero tax component
in our price system, and to compete
with us, every foreign-owned corpora-
tion would have to build its next plant
in America.

An informal study quoted several
times by the former chairman of the
Ways and Means, Bill Archer, said that
a study done of about 400 or 500 Euro-
pean and Japanese firms, they were
asked what would you do in terms of
your long-term planning if the United
States abolished all taxes on capital
and labor and taxed only personal con-
sumption? Highty percent said they
would build their next plant in the
United States. In fact, we do know that
Daimler-Chrysler wanted to be Chrys-
ler-Daimler and wanted to be in New
York City.
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They are in Stubtgart, because of the
tax system. Deficits spooked the mar-
kets: our markets are down because of
deficits. Instead of a 20 percent decline
in revenues over the last 3 years or last
4 years, had we been on our system, we
would have increased revenues in 14 of
the last 15 quarters. Add this to a huge
increase in capital investment, making
workers more productive and giving
them larger take-home pay.

We are going to hear a lob on this bill
over the next several years, and I be-
lieve it will pass because of the eco-
nomic forces that are coming to bear. I
urge my colleagues to read the bill. It
is 132 pages, replacing 55,000 pages of
atatubte and regulation. It is not all
that complicated. Sooner or later.
those who are criticizing might even
pick it up and take a look at it. T will
enjoy the debate.

Mr. Speaker, I yield to the gentleman
from Minnesota (Mr. GUTENECHT ).

Mr. GUTENECHT. Mr. Speaker., I
want to thank the gentleman from
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Georgia for having this Special Order,
and I want to thank him for hiz leader-
ship on this issue.

I wonder if e would step back to po-
dium. becausze I am nob sure if my col-
leagues who have been listening in
their offices really understand what we
are talking about tonight. The gen-
tleman is talking about getting rid of
the income tax system as we have it in
America today.

Mr. LINDER. Mr. Speaker. I want a
system where nobody in the govern-
ment knows how much you make or
how you make it or how you spend it.
I want a system that funds us at the
current level, consistently, but does
not keep track of us and will give you
the privilege of anonymity in a free so-
cietby.

Mr. GUTENECHT. So the gentleman
thinks that the Federal Government
should not know at least as much as
my spouse how much I give to charity.
That is none of the government's busi-
ness.

Mr. LINDER. That is correct.

Mr. CGUTENECHT. And the gen-
tleman thinks that what I do for a liv-
ing and how I make my money is none
of the government’s business.

Mr. LINDER. That is correct.

Mr. GUTEKNECHT. The gentleman
thinks that I ought to be taxed based
on how I spend my money rather than
whether I want to save it, invest it or
spend it on different things.

Mr. LINDER. Whatever you choose to
do, it is your money. Yon made it. and
you spend it., and you can spend it
anonymously without having to go to
the government.

Mr. GUTENECHT. This is really re-
markable. In fact, I think that if the
Founders knew that we had this tax
system here in America today. DMr.
Spealker, I think the Founders would be
rolling in their graves. The idea that
we have a Federal agency who keeps
track of how we spend our money. who
wants to know more; every year, they
want to know more about how we
gpend our money. where the money
comes from, where it goes. In some re-
gpects, it is almost un-American, the
system we have today.

I want to talk just a few minutes to-
night about all of the regulations,
about all of the rules. I understand
there are 80,000 pages of the IRS regu-
lations that every American one wWay
or another has to comply with., That is
just outrageous. And. more impor-
tantly. I think the other issue we want
to talk about GConight is how every
American knows somehow, down in
their bones, that there is something al-
most immoral about a system where
we have this enormous amount of regu-
lation, this enormous amount of buo-
reaucracy, all of these rules and regu-
lations just to pay our taxes. And I
wonder if the gentleman would talk a
little bit about how long it takes the
average American just to fill out their
tax forms and then. more importantly.
what it means to business in terms of
all of the regulations. the accountants,

H7557

the lawyers, the rules and all that goes
with it. just 2o that the average small
businessperson can just simply pay
Cheir Federal taxes.

Those are i=sues that we need to talk
abhout, and ultimately. those are issues
that affect how we live in America and
nltimately whether or not we can com-
pete in a world marketplace.

I wonder if the gentleman would just
falk a little bit about all of those pages
of rules and regulations in the IRS
codes.

Mr. LINDER. Mr. Speaker. there
have been a variety of numbers, I know
it is huge. I got all of the regulations
at one time in my office and stacked
them on the floor up to here, and it was
huge. However, it is so complicated
that no one understands it. It is correct
that, under the law, you have to abide
by it, but it is also correct that nobody
knows what it is.

Money Magazine sent 49 different
professional tax preparers the same
economic data from a family and asked
them to do the tax return and got baclk
49 different tax returns, none of which
was correct. If you call the IRS help
line today and ask for help in filling
out your own tax return, over half the
answers you get will be incorrect.

Now, the gentleman mentioned our
Founding Fathers rolling over. Just
imagine a system where, in 1912 or 1911,
they are discussing the income tax, and
somebody says. I have an idea. let us
punish people for working and saving.
Let us tax everybody. Let us make sure
Chat nobody escapes. Let us make sure
it is about 36 percent of what they
earn. They would never have made it
this far. They would never have gotten
Chis far and they would have been
langhed out of town.

Mr. GUTENECHT. Mr. Speaker, if 1
could just say. the Senate has just in-
formed the House that we have re-
formed the IRS code. Now, is that not
wonderful? Now, we have reformed or
amended the IRS code 6,000 times.

Mr. LINDER. Since 1986.

Mr. GUTENECHT. Since 1886, and
now we are going to do it again. And
every time we tallk about reforming the
Tax Code, what, in effect, we do is we
malke it more complicated.

Now, in some respects, I do have a
vested interest, because my daughter
and my son-in-law are both CPAs. So.
in some respects, if I want full employ-
ment for my danghter and son-in-law,
we want to make this Tax Code even
more complicated. But the interesting
Ching is when I talk to them, they =say,
malke the Tax Code simpler. And the
truth of the matter is, the best thing
we could do is eliminate the income
tax system all together and malke it a
consumption tax.

Mr. Spealker. there iz an old adage
Chat if you want more of =2omething,
yvou should subsidize it. If you want
lez2 of something. you should btax it.
And what do we do in America? We tax
income. We tax investment. We tax
savings. We tax productivity. We tax
all the things we want more of, and yet
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we subsidize consumption, indirectly.
What we are really talking about is
something very revolutionary. It is
about a whole new concept. It is about
changing the whole paradigm in the
way the Federal Government raises
revenue. and saying. wait a second.
why do we want Lo tax the things we
want more of? We ought to tax the
things that may. in fact, drag down our
BCONOMY.

Bo this i8 so important. I want to
compliment the gentleman on one very
important thing he =aid earlier. When
the gentleman talks about manufac-
turing, and we have all heard, we have
heard from our friend= on the left, and
we have heard from the media, and we
have heard from all Kinds of people
that America iz not doing a=z well as it
should do relative to creating more
manufacturing jobs here in the United
States. Well, one of the things we have
to do i8 change the Tax Code.

I think the gentleman made the
point, and we need to talk about that a
lot. in terms of changing the Tax Code
to make it more productive or more
profitable for people to create manu-
facturing jobs in the United States.
The gentleman tallked about, one of the
things he mentioned. and I think a lot
of people may have missed this point.
and that is that in every product thab
we produce here in the United States
there is embedded in that product any-
where from 22 to 30 percent taxes. And
one of the things the gentleman wants
to change i2 to say. that ought to be
taken out. And all of a sudden, every-
thing we produce here in the United
States would be anywhere from 22 to 30
percent less expensive on the world
market. If we did that, it seems to me,
if everything we made in the United
States was 22 to 30 percent less expen-
give on the world market, it would
zeemm to me we would be very competi-
tive and all of a sudden, a lot of compa-
nies would want to produce those prod-
ucts right here in the United States.

I wonder if the gentleman could tall
about that just for a minute.

Mr. LINDER. Companies are leaving
our shores nob because they hate
America, not because they are mean-
apirited; they are leaving our shores
because they are being driven off. They
are being driven off by the tax system
that embeds 20 much into the price
that they cannot compete in the world
market.

B0 2ome years ago we had a big de-
bate here about people leaving, want-
ing to leave their citizenship here and
move to another nation that had lower
tax on the death tax. and half this
House thought, well. it ig shameful if
they do that, let us get their money be-
fore they leave, and the people said, fix
the Tax Code and they will be here. If
we eliminate tax on capital and labor,
we will be the worlds most attractive
tax haven, and the $8 trillion would
quickly rush to our shores to be in-
vested in our =stocks, our bonds, lower
interest rates, create jobs that cosb
about $100,000 to create one job in this
country.
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But in addition to the $6 trillion in
the dollar market that would come,
how many tens of trillions would come
from foreign countries in our markets
because we have the best markets in
the world. We have the most produc-
tive workers in the world. They would
rather build in Michigan to service the
car industry in Michigan than to build
offshore and have to ship it in. If you
get the tax component out of that sys-
tem. they would be there in a second.
and they have said that.

Mr. GUTENECHT. Mr. Speaker, let
me just come back to that number. The
gentleman said $6 trillion. Now, around
this place, we throw around big num-
bers, but &6 trillion is a huge number.

Can the gentleman pubt that in some
kind of perspective?

Mr. LINDER. Well, I do not know
where the numbers come from. The IRS
admits it iz 85 trillion. The people who
are in the offshore financial centers
say it is §6 trillion. Bub we just did
some minor research. We know that
the high-tech industry itself in Cali-
fornia has about $150 billion offshore. It
is too expensive to repatriate. We know
that Pfizer has £59 billion offshore.
They =ell in the French market for
francs and in the Japanese market for
yven and the German market for marks,
and then they convert that into euro
dollars and they hold it offshore. All of
that money would be back in our mar-
ket creating jobs and bidding compa-
nies. We do not know how much Japa-
nese money is floabting around that
would come here, bubt just imagine
what would happen to our stock mar-
ketz if all the world's investors could
invest in our stocks with no tax con-
sequences. We have had two money
managers. whose names would be fa-
miliar to you. who would say. I do not
know what the market would be at as
days pass, but in 2 years, it will have
doubled.

There 12 no question that we will be
the attraction. we will be the attrac-
bors of capital, and when you bring
capital in, you create jobs. And tChis
country needs job creation.

Mr. GUTENECHT. Mr. Speaker, if I
could just say, we have talked about
capital, and we have talked about big
business, and we have tallkked about in-
vestors and manufacturing. but I am
told that when we talk about =mall
business, it i where we really see the
benefits. Because I am told thabt a
amall business can pay over 700, if we
look at all of their costs of complying
with the current Tax Code, to pay $100
in taxes.

Mr. LINDER. That iz right. So the
consumer of that small business not
only pays the $100 plus the payroll tax,
it alzso pays the §724.

Mr. GUTENECHT. So that cost is
over 8800 for the Federal Government
Lo raize 100,

Mr. LINDER. That is correct. This is
hardly an efficient way to raise taxes.

Mr. GUTENECHT. It iz almo=st unbe-
lievable. If we could get Americans to
just think about this, because we all
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pay the taxes. I mean Paul Harvey
often =ays that businesses do not pay
taxes; people do. If you could get peo-
ple bo just think about this, that the
system we have today i2 so incredibly
inefficient that we all pay a lot more
just to collect the revenues that the
Federal Government needs.

Now, we all agree that the Federal
Government, whether it is for national
security or domestic security or for
roads or for prisons and all of the other
things we need, we need some revenue,
right?

Mr. LINDER. That is correct.

Mr. GUTENECHT. And we are not
talking about cutting the amount of
revenue to the Federal Government: we
are talking about creating that rev-
enue in a new and more efficient way.

Mr. LINDER. Mr. Speaker, we pre-
cizely made the decision in the draft-
ing of this bill not to fight the battle
over increasing or decreasing revenues;
we would lose votes on that issue
alone, not bo eliminate all the excise
taxes, we would lose 150 votes in this
Housze just on tobacco, not to reform
any programs; we wanted to just
change one paradigm. collecting reve-
nues on income, to another, collecting
revenues on consumpbion, so that it
would be neuatral. Let us just admit
that the TUnited Statez consumers
would save tons of money if they just
were voluntary taxpayers and paid
taxes when they chose bto pay taxes,
and then, later, we will worry about
the size of the government.

But I want to tell my colleague one
thing about the size of government if
we pass this. Nobody knows how much
we spend here. But if my mother saw
every bime she bought a loaf of bread
how much wenb bto Federal btaxes, she
would start showing the interest. We
right now have a huge bias in favor of
more government and more taxes be-
cause mozt of us do not pay the income
taxes, but we pay the consumption tax
currently embedded in the goods and
services that we buy, and thatb iz what
we have to convince America of. You
are already paying this tax. It iz the
sarme bax.

[] 2200

But how would you like to pay the
same baxes and have the same standard
of living, but if you are malking 60,000
a year, instead of taking home $3.800
for your house payment and your gro-
ceries, you are taking home $5,0007 You
get everything wyou earned, nothing
talken out. Your net pay and your gross
pay are the same.

Mr. GUTENECHT. Thi= is an idea we
Chink we know about, but we do not
really understand. That is, every time
we buy a product, embedded in the cost
of that product are the cost of taxes.
We do not think about that, but it is
there nonetheless. If we buy a refrig-
erator, there is a certain amount of tax
that iz included in that. And there
have been some people who have at-
tempted to quantify how much that
tax i=. And =0 if I buy a refrigerator for
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$500, embedded in the cost of that re-
frigerator may be 22 percent or more in
taxes. More important than that. it is
not just the taxes. It is how much that
that company had to pay the auditors,
the accountants, the lawyers and =o
forth to keep all of those records. So
the cost may well be 30 percent of just
taxes.

Now, if you take that many out and
vou put a 22 percent =ales tax on that
item, the net cost of that refrigerator,
instead of being $500 might be $490 or
zsomething like that number. Will the
rentleman talk a little bit about what
the real net cost would be to the aver-
AEE CONSUMET.

Mr. LINDER. I wanb to make it clear
that the consumption tax about which
we are spealling is not to be treated the
same as the State sales tax which i= an
exclusive tax on top of what you spend.
Thizs 15 included in what yon spend.

The reazon we did it that way, an in-
clusive tax, is because the tax we are
zseeling to replace i= Inclusive of what
vou earn. If you were going to treat
this as a State =sales tax on top of what
yvou spent it would be 30 percent. But to
compare that with the income tax on
top of what you have left to spend, the
current income tax is effectively a b6
percent tax rate. Either one, the sales
tax is betbter.

If you go to the store and buy that
£500 refrigerator, that may include the
tax within it, but the price of the re-
frigerator will have fallen because the
embedded cost would no longer be
there.

It is easier for me to do this on some-
thing I looked a 1ot at because the real
estate people tall a lot about this. The
real estate people say. how can I sell
homes if I do not get to deduct the
mortgage interest deduction on a
home. I say, if you really think that
zells your home, double your interest
rate and you will sell twice as many
homes.

The current embedded cost in the
home of the current system is 28 per-
cent. Under our system, it would bhe 23
percent. The home will be less expen-
sive, the same house. If a person is
making $60,000 a year. he is currently
bringing home $3,800 & month to make
that house payment. He will bring
home $5.000 a month under this system.
But more importantly because of all
the tax complications that come out of
the interest rate sy=tem, interest rates
will decline by 30 percent. So the house
is less. The take-home pay is more. The
payment is less. We think we will sell
lots more houses.

Mr. GUTENECHT. S0 on April 15, the
average American would say what?

Mr. LINDER. Another nice spring
day.
Mr. GUTENECHT. Another nice

apring day in Minnesota or Georgia or
Iowa. That is an amazing thing because
many Americans dread the idea of
April 156 coming around. They dread it
for a lot of reasons. Not only the
amount of money they have to spend.
buat they worry they might malke a
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mistake in filling out all these forms
and they may have not added correctly
and they did not do this right or what-
ever and they did nobt go back three
zpaces and they ignored line 1-A or 15
A or 15-B. All of thi=s would go away.
The average American would not have
to worry aboub April 15.

Mr. LINDER. They would not have to
keep a receipt.

Mr. GUTENECHT. Would not have to
keep a receipt, would not have to
worry how much they paid the dentist,
how much they paid the doctor, how
much they gave to their church. All of
those things would simply go away. I
know a lot of people, and the gen-
tleman mentioned the Realtors and
they are worried about thiz because at
the end of the day this would affect
whether or not Americans would buy
homes and particularly new homes.
But the bottom line is. that new home
would, probably on a net-net basis be
lezs expensive than it 1= today.

Mr. LINDER. That is correct.

Mr. GUTENECHT. And we have got
to get people to think beyond the first
thing that they see and they say, oh.
my gosh, you mean I would have to pay
a 23 percent sales tax on everything I
buy?

Well, stop and think about it. What
would happen is at every payday you
wonld get to keep everything yvou earn.

Mr. LINDER. I can tell the gen-
tleman how much that would be.

Mr. GUTENECHT. And it would be a
real number.

Mr. LINDER. The average Income
earner pays a 28 percent withholding
tax and T7.65 percent. their share of the
payroll tax. Their increase in take-
home pay wonld be abont 55 percent
the next day.

Mr. GUTENECHT. S0 that average
family when they go out to buy a home
would be able to buy more home. And
when you take away the cost of all the
accountants and everything that goes
with the IRS system today. that home
would actually be less expensive.

Mr. LINDER. That is correct.

Mr. GUTENECHT. Now, the other ar-
gument that we hear sometimes is
from people who buy expensive ma-
chinery and, frankly. we have a lot of
those people In my district. They are
called farmers. Every so often they go
ont and bay a new tractor, and that
new tractor today may hbe $150,000,
They say. oll, my gosh. You mean I am
going to have to pay a 22 or 23 percent
=ales tax on a $150.000 tractor? I cannot
afford that.

Mr. LINDER. Let us remind them
that no business inputs are taxed. No
tractor will be taxed. No barn will be
taxed. Anything used in the business is
tax free. No seeds will be taxed.

I tell the farmers if you buy a tractor
to work your land, there 12 no tax on
it. If youn buy a hat to wear on your
head, there i=s. Personal consumption.
MNo business inputs are taxed whatso-
ever, so farmers are universally in
favor of this because it also gets rid of
the death tax for them which i2 a huge
issue.

H7559

We =aid on the floor yesterday that
agriculture wonld go to bills. The im-
portant thing i= for us to continue to
repeat to farmers and other pecple who
buy equipment that, number one, there
ig no tax on it, but, number two, the
costb of the equipment will go down 20
bto 256 percent. So you will buy the =ame
tractor for far less money, and there
will be no tax on it whatsoever.

Now, one farmer did raise an inter-
esting question for me. If the value of
my equipment declines, how can I bor-
row as much on it? I =aid, well, things
change all the time in the farm busi-
ness, bubt you can buy the new one a
whole 1ot less expensive.

Mr. GUTENECHT. S0 in other words,
a farmer that goes down to buy another
tractor that today is $150,000, embedded
in the cost of the tractor iz maybe 22
percent tax or 25 percent btax. So in
other words, if yon take that ont of the
price of that tractor, they are actually
going to buy that tractor for $110.000
and they will pay no tax on it.

Mr. LINDER. That is correct.

Mr. GUTENECHT. I agree with you.
If we can get people to just think in
those terms, all of sudden they are
going to be say, well, let us hawve this
right now. Why have we waited. Why
do we have thiz unbelievable system
that I have to go down to my account-
ant and I have to worry about this and
I have to worry abont that.

All of the sndden we have a very sim-
ple =ystem that 1= only about how
much I really consume. Not how much
I spend to produce a product, how
much I spend to produce a crop. how
much I invest to produace a new job or
a new business or a new product or
whatever. This is consumption. And if
we can get people to talk about con-
snumption taxes, all of the sudden this
whole debate becomes very, very sim-
ple. And pecople say. well, thi= males
perfect sense.

We have been joined by my friend
from the State of Towa, and I hope that
the gentleman will jump into thi= de-
bate and talk a little bit about what it
means to him and more importantly
how it affected his last election and
how he bhecame a proponent of this
thing.

Mr. KING of Iowa. I appreciate the
gentleman yielding to me.

A couple of subject matters do pop to
mind on that. One of them is the poli-
tics of this and people say, what are
the prospects of getting this passed?
Far greater than they were even 2 or 3
months ago. Bub the politics of it back
in a district where you have to raise
the subject matter, you have to edu-
cate the publie, you have to be willing
to stand up for what you believe in and
face down the criticism. Some of them
not solid criticism: some of it simply
politically motivated.

I ran against a certified public ac-
countant two years ago who =hould
have had a maximum amount of credi-
bility on finances and economics, and
he came out in favor of the IRS. I came
out in favor of eliminating the IRS. T
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am here. He is not. S8ixty-three percent
was the margin, and we did not 2pend a
lot of money to geb that done.

The public understood quickly., they
learned quickly if you can geb the
money you earned in your paycheck
every Friday, when you punch that
time clock Monday morning at 8 a.m.
or whatever the time iz and if the gov-
ernment no longer is standing there
with their hand oubt, the first lien on
everybody’'s labor in America, the free-
dom thatb comes back from getting the
IRS off their back and the burden, that
was [ think the most influential piece
of this entire race that went on.

If T could, I would like to address an-
other subject matter, and I do not
know if it has been raised here, as I
missed the first 10 minutes or so of the
conversation. It was very interesting
to me, I did not even get up for that
reagson because I am fascinated to
watch both of you add to this knowl-
adge base that we have on this subject.
but my memory goes back to 1992 when
Bill Clinton took office as President of
the United Btates.

He came to this Congress and he was
elected on a failed economy, a reces-
slon, s0 to speak: and he came to this
Congress and he requested a $30 billion
geconomic incentive plan. Now that $30
billion was to be borrowed because we
were in deficit; and it was going to be
spent on make-work projects, projects
where you would hire people to go out
into the streets and do things, pay
them a wage, and they would spend
that money. And that wonld stimulate
the economy, $30 billion worth of bor-
rowed money.

About thatbt same time, 1992, Daniel
Pilla published hi= book, “Fire The
IRS.” And in that book I believe the
aconomist he quotes is a Harvard econ-
omist, Dale Jorgenson.

Mr. LINDER. Who, by the way. did a
lot of the studies for our bill

Mr. KING of Iowa. On the same anal-
yais. When those numbers were added
up at the cost of the IRS, the cost of
funding the IR&, the cost of enforcing
IRS tax law, the cost of paying the peo-
ple to prepare the taxes, paying the
people Lo collect the data that you
hand to your tax person. paying your-
self $10 an hour to =it up all night on
April 14, which hopefully we will not
have very many of those nights again,
but added to that digincentive when
people decide that I am not going to
punch that time clock for any more
overtime or pick up that phone for that
extra =alez call or extend that produc-
tion line in my plant or my factory be-
cause the tax burden 1= too high, it is
not worth the risk, it i2 not worth the
work.

You add all those up and that number
in Daniel Pilla’s book was §700 billion a
year, with a B.

Now, $30 billion in Bill Clinton’s eco-
nomic incentive plan of borrowed
money, £700 billion, same year pub-
lizhed, Daniel Pilla’s book, when you
add in of those disincentives. That does
not include what happens to our econ-
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omy when we take these zeveral hun-
dreds thousand people that are working
in the regulatory sector of thi= econ-
omy for the IRS, enforcing the IRS,
filling out paperwork and tax forms for
the TR&. those are all bright people
that are very productive people but
they are working in the nonproductive
sactor of the economy. We take them
out, put them into the productive sec-
tor of the economy, we add that to that
$700 billion and then we adjust it to for
inflation for the last 12 years, you are
over a trillion dollars a year is the size
of the anchor that the IRS, which is
the anchor, and our economy i= drag-
ging that trillion dollar anchor across
the bottom, and think how it sails free
if we just cut the chain on that anchor,
gat rid of that almost 10 percent of our
$11.4 trillion gross domestic product.

But it i{s not just an anchor. We are
dragging it but when we cuat the chain,
we gelb to putb that trillion dollars in
the productive sector of economy. And
it adds to this economy and no one can
calculabe what that does.

We all believe this economy doubles
in 10 to 156 years, bat I do not think we
have calculated when those nonproduc-
tive people go to work in the produac-
tive sector of the economy. Bo that is
the piece that really moves me, when
we have that kind of waste in govern-
ment, to be able to release that waste.
Get rid of it. Cut the chain on the an-
chor and put that trillion dollars
worth of capital in the productive sec-
tor of the economy. and those people
that are not producing today, that are
regulators into the productive sector of
the economy.

And then on top of that, there are
those folks out there that are not par-
ticipating in helping to fund this gov-
ernment. And I am talking about the
drug dealers, the prostitutes, the por-
nographers, the tourists.

Mr. LINDER. The illegal labor.

Mr. KING of Iowa. Black market
labor. Add those things up:; I do not
know the numbers on some of thozse.

Mr. LINDER. I do.

Mr. KING of Iowa. I would be glad to
know that.

Mr. LINDER. It is over a trillion dol-
lars right there in the underground
economy. Just three portion= of it in a
recent book published by an economy,
pornography. illicit drugs and illegal
labor constitute a trillion dollar econ-
CINY.

When I speak to groups, I always ask
if there is a banker in the room. If a
banker ralses his or her hand, I say ev-
erybody follow her to her bank on Fri-
day afternocon at 4 o'clock in the after-
noon you will see it. And they always
just smile and grin because the con-
tractor is coming out paying off subs in
cash. It happens outside of every bank
in America that does retail banking. It
iz huge.

We do not want to find new places to
tax. We think everybody ought to be
paving fairly.
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That iz why we tax services, as well as
goods, We tax Internet =alezs, az well az
catalog sales, as well as local sales. We
do not believe that the guy down the
street who builds a building, hires their
kids, goes to a church, votes at our
elections =hould be put at a 7 percent
disadvantage same as a dot-com. S0 wa
say this bill is drafted with the first
principle, that government's role is
neutral, not picking winners and los-
ers.

Mr. GUTENECHT. Mr. Spealker, if
Che gentleman would yield, I want to
thank both of my colleagues, and par-
Cticnlarly the gentleman from Iowa (Mr.
KING) because he has really been an ed-
ncator for me.

I want to come back to an iz=ue that
we have not talked about yet because I
think it deserves to be talked about,
and we hear about it from our friends
on the left. That is called the alter-
native minimum tax, and frankly. it is
interesting becanse it was created back
in 1965 to make certain that everybody
paid some taxes, right, and we created
all these loopholes for the “wealthy.”
All of the sudden they dizcovered that
some of these people were actually balk-
ing advantage of these programs so
that they paid very little or no taxes.

They created thi= whole second tax
sysbem, the alternative minimum tax,
Chat =ays even if you gualify under all
the rules, you play by the rules as
s0me people say. you wind up paying
no tax. but you have to recalculate
vour taxes. Now, all of the sudden, we
are talking about millions of Ameri-
cans who are finding ont. well, listen. I
did the right thing. I followed the
forms, I played by the rules, I did ev-
erything right, but now the IRS =ays,
oh., oh, oh, wait a minute, you have to
recalculate your taxes: and under the
AMT, you owe another £3.000 or £5.000
or $£10,000 or in =some caszes literally
hundreds of thousands of dollars in
taxes.

Let me give you an example. One of
my constitnents i= a wonderful person,
and he had made some incredibly lucky
or smart investments, depending on
vour perspective and had become rel-
atively, well, some people would say a
very wealthy., man. He wanted to give
hiz alma mater $1 million. He could af-
ford to do thatb. So what he did i= he
s0ld some stock. and he gave his col-
lege a %1 million donation. That i= a
wonderful thing to do, right? Well, the
IR& came back the next year and said
vou have got to recaloulate your taxes;
and for being a generous henefactor of
hi= college, under AMT, the IRS =aid
you owe ug another $340,000 in taxes.

Now that was bad tax planning, and
he did not spend enough time with his
auditors and his CPAs and lawyers and
20 forth, but that is one example, but it
happens every day.

Mr. LINDER. My daughter at 35. she
is now 37, called me and she said what
in the world is AMT. Bhe has got four
little boys and the deductions and a
fairly decent income gets them into
the AMT. When it was =et in 18608, it
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captured 90.000 taxpayers. In 6 years, it
Wwill capture 35 million.

Mr. GUTENECHT. Mr. Speaker, 35
million Americans, and this is the
point I want to make. Anybody who
has ewer been bit by the AMT will
never forget this.

One of the most beaubiful things
about what you are talking about, and
I want bto thank both of you. is thab
under your plan they never have to
WwWorry again about having to recal-
cilate their taxes after they have al-
ready paid what they think is their fair
share.

Mr. KING of Iowa. Mr. Speaker, if the
genbleman will yield., I will just say
that this tax policy. HR. 25, the fair
tax is about freedom. There 1= s0 much
freedom that we do not realize we have
lost over the last 91 or 82 years that we
have had this Tax Code becaunse we geb
used to the IRS coming into our homes
and into our offices, auditing us. I was
shut down once for 4 days while the
IRS was going through all my paper-
work, and the frustration of having
themn dig through my paperwork, pass
Monday morning quarterback decizsions
upon the ethical decisions that I made
day by day by day. and to know that
my busine=s decizions were contingent
upon the tax implications, I had Kind
of gotten immune to that a little bit.
You get conditioned to it, and you for-
getb that your mind can be freed of
that. and it can be focused on produc-
tivity., how do you build a product or
provide a service for the most competi-
tive price and the highest guality to
turn the best profit that you can. That
iz why you go to work every day. It has
turned us into a Nabtion of tax pre-
parers and tax avoiders.

BSo about a year and a half ago, my 28
yvears in the construction business, 1
gob myself in a position here in this
Congress where it behooved me to sell
that business, and the most likely per-
201 was my oldest son. We did get that
transaction done, but it took a long
time and it was very complicated. The
tax implications were so great that I
almost lined everything up and just
20ld it. paid the taxes. washed my
hands because it was too hard to avoid
all of the liabilities that accrued with
capital gains and the other taxes that
came along.

To think. to eliminate inheritance
tax. interest income. pension income,
capital gains, of course income per-
sonal and corporate, add all of that up.
Think about what happens when you
have a whole different structure here
and you cease to punish productivity
and you let people amazs all the cap-
ital they chooze to amass. And on the
good side of this, this capital that you
talked about, the cheaper industry, the
more available capital, the %6 trillion
coming back from overseas, the new
capital that will be attracted ends up
here in the best place it can in our
economy because that capital will go
for research and development, higher
education, technological investments.
capital investmentz. All of these Chings
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improve the productivity of the most
productive workers of the world.

While we are doing that. we are able
to talke out an average 22 percent or
maybe more out of the cost of every-
thing we =ell in this country and
abroad, and =0 our balance of trade
today. which iz aboub a minus $503 bil-
lion with a B. goes to a plus number.
That plus number help2 us a lob be-
caunse every year foreign investors are
owning another half a trillion dollars’
worth of U.8. assets at the rate we are
going with this negative balance of
trade. It fixe=z the balance of trade.

As soon as somebody south of the
border or in China or Africa or wher-
ever can geb the capital together to
buy a punch press or a lathe or a brake,
then they train their workers to run
that: and we will never gel that job
back again. But if we can discount the
product we are selling an average of 22
percent, that is the same as the neon
sign that says gas $1.80 out here on the
street here today. We get to sell ours
for £1.40. We are going to come here to
our shorez till we cannot produce at
that price anymore. That means we
hang on to the low-skilled jobs here in
this country. Bome of them come back
to this country, butb certainly we keep
many of them far longer because we
are more competitive; and while we are
doing that, we are enhancing the high-
tech jobs, the higher paid jobs where
the future of America is.

We always have to be the fastest peo-
ple on the economic treadmill. the ones
at the head of the curve. This tax plan
puts the capital in place, the incentives
in place so that we can do that for a
long. long time to come.

Mr. LINDEE. Mr. Speaker, the folks
on the other side of the aizle will worry
about pecple getting too rich and who
is going bto benefit from this and how
you are going to hurt the poor. Let us
just deal with that for a second.

We are going to totally untax the
poor. Today, people who are living atb
or below the poverty level are losing 22
percent of the purchasing power for the
current system. and we are going to
tax accumulated wealth. For that cou-
ple that paid taxes all the money they
earned over the years, paid capital
gains and then sold the business, pay-
ing taxes on the interest they are earn-
ing today. we are going bo tax them
one more time and they spend it. To
thosze people I 2ay. you are already pay-
ing this, but what do you think about
the freedom that the genbtleman from
Iowa just talked about., to do what you
want with that money and not have to
deal with that?

We are going to make people pay
taxes when they choo=e to pay it by
how they choose to live, and
everybody's free to do that.

The gentleman had another point on
trade that I would like him to expand
what the rest of the world would do,
becanse we talked about this a couple
of years ago.

Mr. KING of Iowa. Yes. By the way, I
remember the first btime we met and
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that I approached and introduaced my-
zelf. T asked a question of the gen-
tleman and that was, what does it do to
peychology., to the politics of America
if every time Johnny or Sally. when
they go to buy their baseball cards or
their Barbie doll clothes, they would
have to reach in their pocket. pull out
a couple of dimes for Uncle Sam and
put them up on the counter? After that
happens millions and millions and mil-
lions of times across this country. for a
generation or =0, my belief is that this
that new generation of Americans
steps up and accepts personal responsi-
bility, malkes fewer demands on gov-
ernment, which means then it =lows
Che growth of government and makes
us all more responsible but also more
free.

Now, a more free Nation of the
United States of America, one with
this capital that i2 amasgsed thab is
being invested in higher ed and in tech-
nology and in research and develop-
ment makes this robust economy here
in the United States so strong., =o ro-
bust that. for example. the European
Union i= a good example. Their tax
ratez run up to 70 percent in some of
those countries. Ireland leveled it
down, and there are 560 companies
right now domiciled in Ireland because
Chey lowered their corporate taxes. But
the continent of Europe would have to
adopt 2ome form of our tax policy to
even hope to compete with us in the
world market, or their capital will es-
cape that continent and come here
where the jobs will come and the pro-
ductivity will come and our industrial
base will come back again. as well as
our technological base.

S0 when that happens, if the tax pol-
icy in this country promotes a more
personal responsibility. lesz demands
on government, moves us away from
this socialist trend that we are moving
towards, that will happen in this coun-
try. It will also happen wherever our
tax policy is put into place, imple-
mented: and that means when Hurope
begins to =ome place down the road
adopt a fair tax in the same way. they
will also see more freedom. more per-
sonal responsibility, less demand on
governiment. That means the entire
planet eventually becomes more free
becauze we talke the lead here in this
country.

Mr. GUTKNECHT. There is a con-
necting point there that I want to ex-
pand upon, and that is. once we do this,
they will have no choice becanse all of
the =udden the rest of the world will
turn to America and say. look, if we
can invest there and not be taxed, we
are going to invest even more of our re-
sources in the United States. All of the
sudden, Hurope. the former Sovieb
Union., Iraqg, anywhere else in the
world, they are going to have Lo adopt
tax policies similar to ours, where we
24y to people, you can earn as much as
you want, you can invest ag much as
you want, you can risk as much as you
want. We are only going to tax you on
your consumpbion.
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Now I want to come back. though. to
a questbion that sometimes our liberal
friends say. and the gentleman from
Georgia (Mr. LINDER) sort of touched
on thi= a few minutes ago, and that is,
wait a second, poor people spend more
of their disposable income on bhings
that they need, and therefore, they will
have to pay a lob more taxes than
somebody who makes §1 million a year
and only has to spend 100,000 of it on
the things that they want or need just
to live and =0 forth. How do you re-
apond to that?

Mr. LINDER. I respond to it that peo-
ple do not put money under the mat-
tress anymore. Wealthy people spend
more than poor people. They will pay a
higher share of the total cost of gov-
ernment; but to the extent that they
do not spend that money, they are
going Lo put into banks or into busi-
nesses and create jobs.

If they accumulate a great deal of
wealth. T can tell you what they are
going to do with that, too. They are
going to do what every great wealthy
family has done in the history of this
country. They are going to give it
away. Another question raizes chari-
table contributions. People do not give
money away becanse they can deduct
it. They give money away when they
have more to give away. The more they
have to give away, they more they give
away. The great fortunes that have
been given away in the history of this
country were given away bhefore the
Tax Code was ever in place. S0 they ac-
cumulate fortunes. They will invest it.
They will create jobs, grow companies,
and then give it away.

Mr. GUTENECHT. So there are only
four things that people can do with
their money if you think about it.
They can either spend it, they can save
it, they can pay taxes, or they can give
it away. Those are the only four things
they can do.

Mr. LINDER. I would say they can
create jobs with it because people bor-
row it.

Mr. GUTENECHT. Exactly, and when
they =ave it and invest it, it creates
more jobs, more economic opportunity
for the people at the lower end of the
apectrum. Right?

Mr. LINDER. Which ecreates more
revenues to the Federal Government.

Mr. GUTKNECHT. Bingo.

Mr. LINDER. It has always been the
case,

Mr. GUTKENECHT. But zome of our
friends think that we have to have
these people pay lots of taxes because
that is a good thing. What we are sort
of saying is, well, we have to pay a cer-
tain amount of taxes, but at the end of
the day if they pay more in taxes, it
means they have less bo invest or give
away.

Mr. LINDER. And grow the economy
with that investment.

Mr. GUTKNECHT. Bingo.

Mr. LINDER. It i= really simple.

Mr. GUTENECHT. Mr. Speaker, of all
the things that people can do with
their money. the least efficient thing
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in terms of growing the economy is to
give it to the Federal Government be-
cause we know that the Federal Gov-
ernment will spend it less efficiently
than they will, and that i= a philo-
sophical debate:; and I understand that.
AL the end of the day. we can create
a system that ig just as fair or fairer
than the system we have today becanse
when people think about it, you think
abont the average poor person. Every-
thing that they buy has embedded in it
anywhere from 22 to 30 percent taxes.
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50 they are paying the taxes. Busi-
nesses do not pay them. And in some
respects even wealthy people do not
pay the taxes. It is the poor people who
pay them.

Mr. LINDER. Wealthy people pay
taxes on personal consumption., and
wealth has no meaning unless it is
spent on personal consumpbion.

If T had %100 million and lived in a
$20,000 home and drove a used car, that
$100 million would mean nothing to me.
B0 somebody would be borrowing it,
building their business with it. and cre-
ating jobs with it. Wealth has value
only when spent personally, and that is
when it will be taxed.

Mr. GUTENECHT. So if I buy a
$100,000 antomobile, I pay a lot more
taxes than if I buy a 320,000 auto-
mobile. That is the way the whole sys-
tem worlis.

Mr. Speaker. we have to do a better
job of explaining this to everybody. Be-
cause I think, in the end, and I want to
thank both my colleagues, particualarly
the gentleman from Iowa (Mr. KING).
because he has been helpful to me in
beginning to understand.

Let me close for my part of this with
two very important points made by one
of my favorite people from the United
Kingdom. Winston Churchill observed
this about the American people: First
of all, he said Americans always do the
right thing, once we have exhausted
every other possibility.

And I think we have really reached a
point, when you look at the Tax Code,
that we have exhausted every obher
possibility. And it really is time for us
Lo do the right thing.

The other thing that he said is that
the difference between someone who iz
convinced of something—no, I am
going to forget the story. Have you got
the story?

Mr. LINDER. You told it to me once.
It 12 the difference bebween someone
who ig a bhig believer and a fanatic.

Mr. GUTENECHT. A fan. Yes, that is
it.

The difference between a fan and a
fanatic is that a fanatic cannot change
their mind and will not change the sub-
ject.

I have almost become a fanatic on
this issue because this i something
that. if you think it through, begins to
change the entire paradigm. As the
gentleman from Iowa said, it not only
changes the way we =ee government
but it changes the way we reacht to gov-
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ernment. In the end. it says bo Suzie
and Johnny when they go in bto buy
something at the store, wait a second,
every time I buy =something, it is 22
cents or 23 cents, or whatever the num-
ber i2. And all of a sudden they begin
to see government as a real cost to
them.

Mr. LINDER. That i= correct.

Mr. GUTENECHT. And they demand
less of the government. So this i= an
i==ue whose time has come.

It seems to me that we have a re-
sponsibility as Members of Congress to
go out and tell this story. And if we do
our job of telling the story. as Jeffer-
son said, give the people the truth and
the republic will be saved. If we give
the people the truth on this subject,
then it seems to me that ultimabely
they will demand that Congress do
something like this.

Mr. LINDER. Mr. Speaker. I will
yield to the gentleman from Iowa for
any cloging remarks he might have.

Mr. KING of Iowa. I thank the gen-
tleman. Mr. Speaker, for yielding to
me once again, because there are a coul-
ple of things I would like to 2ay too at
the end of this discussion.

When we talk about how many people
are not paying taxes today, evervbody
iz paying taxes in the embedded cost of
everything they buy, and they do not
realize that. But about 44 percent of
the public does not pay income bax in
an income tax form. Forty-four per-
cent. When they get to the point where
they are at bl percent. they can simply
come to the government and make de-
mands on the government to extract
the rest of the sweat from the brow of
the people who are making a living and
earning.

B0 we are very close to that tipping
point where we could lose the center of
this country. If it ever tipped over from
44 percent to 51, then I think you would
see the real slide towards the sociali=-
tic state. We have been s=talling it off
here, but it has been incrementally
going in that direction. So I think it is
important that everybody buy in. And
going to the fair tax does that. Every-
body consumes. Everyhody buys into
that policy.

For me. I started working on this in
1980. I was audited for 1979 and it was in
1980 that they did =0, and it was the
second time. Too close together. And
with the frustration of that, I started
with the principle of let us eliminate
the IRS. Now, what do we do to replace
the revenue?

I would =it abt work every day and
think my way through this. And it diad
not take long for me to reject the other
proposals on how we might be able to
replace the revenue. This is the only
way to eliminate the IRS and replace
the revenue, and it is revenue neutral.

I Kept turning this Rubik's cube
around over and over again. What are
the unintended consequences? What
happens to black market? What hap-
pens if people reduce their consump-
tion? And every time I turned that
cube around and looked at it another
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way. there was an anawer to it. The an-
swer is actually better than you anbici-
pate in the beginning. and the picture
ot better and better and hetter.

I do not think it is an overstatement
to say that if you have a tax policy
that can solve problems, this tax policy
solves virtually every one that a tax
policy can aolve.

Mr. LINDER. Mr. Speaker., I thank
both my colleagues for their help. This
has been an illuminating discussion
and we need to do it again.




