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Don’t Fall in the VAT
The purpose of taxation is to pay for specific government expenses or in other words, to provide the funds to run the government. We as a country have been unable to pay for our expenses and have consequently developed a deficit. The current national deficit is 1.2 trillion dollars. Some economists are claiming that in order to get the deficit down, simply cutting the budget will not be enough.  One way to address the deficit could be to alter the current tax system. The two schools of thought that are currently being circulated in order to alter the taxation system, and therefore the economy, are a valued-added tax (VAT), or a flat rate tax. Although the VAT seems to be the direction most economists would have the country got, the problems override the benefits. Therefore the flat rate tax is a better option.
Despite the fact that some economists agree that the current tax system is flawed and needs to be revamped, the main focus in Washington D.C. has been cutting taxes, not altering the tax system.  Although taxation is supposed to support government programs on a federal, state, etc. level, current county governments are suffering so much that they have taken extreme measures to supplement their state income. A city in Tennessee has a law that if residents in the county outside the city limits have not paid there $75 annual service fee that they forfeit fire protection rights.  This policy was enacted in the following story reported by Adam J. Rose in the Huffington Post.  Rose reported that recently, a fire department allowed a man’s home to be burned down because he had not paid his annual service fee. The fire department however, did come to the property next door in order to make sure that the neighbor’s home—who did pay his taxes— did not catch on fire (Rose).  Some state and county officials speculate that such service fees, including all emergency services, may become common in other cities and states due to failing state revenue. Imagine having to have a card on your person at all times that giving EMTs permission to charge your credit card before they will revive you. That cost for this service would also vary based on the city or county that you lose consciousness in. This is just one of the issues that we as a nation face as a result of deficiencies in the current tax system.
The flat rate tax is pretty self-explanatory.  Everyone, no matter their income level, would pay the same percentage income tax rate.  Every business would pay the same tax rate, whether they are a “Mom and Pop” store or a corporation.  For example, every individual would play 15% income tax and every business would play 25% tax, regardless of any circumstance.  Some might complain that such a rigid taxation could unfairly punish the very poor. However an incentive could easily be established for low-income individuals. 

A positive aspect to this system is that you are paying one flat tax rate.  By everyone paying the same rate it should not only balance out federal government income and expenditures, it should surpass the current level since no one would be receiving tax breaks or incentives.  Another positive aspect is that once the federal deficit, has been balanced we should be able to lower the percentage of the flat income tax rate while still having excess to fund the country. As a result of simplifying the tax system, extraneous government programs such as the IRS would be able to be decreased, thus saving the government more money.  Under the flat rate tax system if someone were audited, the process would be as simple as seeing how much the person earned and then see whether the person paid the given percentage of that income.  
However, a negative aspect of the flat rate tax system is that congress would have to review and either edit or do away with every tax law.  It is not something that could be done overnight, and the process of reviewing all the tax laws would cost a lot of money.  By not having incentives or tax breaks, based on many economists’ views, businesses would stagnate or possibly downsize in order to produce the funds needed for taxes.  That in turn could hurt the economy.  In addition it is possible that the lower class that already can’t make ends meet would become even more destitute by having to pay more taxes.  Lastly, many IRS employees would be out of work (if you consider that a bad thing as most peoples feelings for IRS employees is not positive).
The value-added tax (VAT) is best explained by Paul Starobin in his article “Taxing Matters.”  He explains VAT in this way, “The VAT is a levy on goods and services at each stage of production and distribution -- and basically amounts to a national retail sales tax: A 15 percent VAT means that the flat-screen television set you're aching to buy is going to cost you 15 percent more.”  
The benefits of the VAT system are that businesses only pay the government the difference in tax that they haven’t already paid a previous business.  As this is a foreign concept much like the metric system in the United States, allow me to provide an example.  An Orange tree farmer buy seeds from a supplier and pay $1.10.  He pays $1 for the seeds and $.10 for the 10% VAT tax.  The orange juice manufacturer buys the oranges from the farmer and pays $1.32 per unit.  The orange juice manufacture pays $1.20 plus $.12 tax to the farmer, and then the famer only pays $.02 to the government, which is the difference between the $.10 he already paid in tax to the supplier.  The grocery store buying the orange juice pays $1.65 to the orange juice manufacturer with $1.50 going toward the product and $.15 going toward tax.  The orange juice manufacturer pays $.03 to the government.  The consumer pays $2.20 for the container of orange juice $2.00 for the orange juice and $.20 for tax.  As you can see, the farmer, orange juice manufacturer and grocery store are only paying the difference in tax that they already paid to the previous supplier, and that money goes directly to the federal government.  This, in itself, is almost tax incentive, because each entity minus the consumer isn’t paying tax to the supplier and the federal government thus lowering the government’s profit.  
The negative aspects of the VAT system mean that keeping track of the taxes paid to receive a product as well as received for selling that product, could become very tedious and time-consuming for suppliers and retailers.  This process would most likely increase the number of government officials in order to regulate and maintain this system.  Businesses that operate solely on a cash-basis would easily be able to circumvent the system and could then cause the government to lose money.  Without some kind of tax incentive, the consumer would be paying for the tax in full.  Therefore, the low-income consumer would be able to purchase less, which could actually drive down the economy.  In addition, if tax reimbursements are provided to the poor, then the government would not gain the benefit of the tax that is paid solely by the consumer. Moreover, as a result of having such a complex tax system, the tax commission, could have to hire additional employees to regulate this system. Lastly, the VAT would replace any state sales tax that would apply to the merchandise purchased in that state. Instead, this tax would completely go to the federal government. So, the money would be controlled from the top down, which means local government would be the last one to receive the money. 
To summarize for those of you I lost with the orange analogy, altering the current tax system is something that needs to happen sooner than later to get our economy back of track. Value-added tax (VAT) means possibly more work for everyone in the manufacturing process. The end consumer has to pay for the entire tax of the product which the government may give back because they are poor. This consumer tax goes directly to the federal government and they then would distribute the funds down the line, possibly leaving local government with nothing. This could also cause a need for even greater number of tax regulators. In contrast, the flat rate tax would be a standard percentage that everybody is taxed from Donald Trump to John Doe. This means if government officials are going to raise the tax, they raise it on themselves too. So who really wants the federal government to have greater control over local government? And who wants to see less IRS agents in the world? That’s what I thought. I rest my case.
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