Funding the Future

Flat taxes aren't simple and nor are they fair. They're...
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The BBC has published an article on flat taxes this morning- comparing my views with
those of Rory Meakin of the Taxpayers' Alliance. My comments were as follows:

The myth that flat taxes are simple and would raise tax revenue is just that: a myth.

It's also a myth that a great deal of the UK tax code could be eliminated. That is not
true unless we wanted to scrap whole taxes and lose the money they raise.

It is that last point that provides the real clue to what flat taxes are all about. It is not
chance that they are always promoted by people who also argue for small government
and massive cuts in public spending. That is what they are intended to deliver, and |
have to agree, they would.

But there's even a sting in the tail in that.

Currently the top 10% of all income tax payers in the UK pay about 59% of all income
tax. They also pay tax at higher rates than anyone else. That is why they pay so more,
but that's also because they earn more than most, of course.

Under a flat tax system they would enjoy substantial - maybe massive - tax cuts.

Those on low incomes would almost certainly pay more because around the world flat
tax systems are associated with high National Insurance contributions - that hit the
lowest paid hardest.

So flat taxes are really about cutting taxes for the best off, cutting services (like the
NHS) massively and requiring payment for their use instead, and increasing tax, overall,
for the least well off. That's the reality.

And as for simplification? That won't happen, first because business needs complex tax
systems to let it do the complex trades it undertakes, and second, because most of the
complexity is about defining just what is taxable. That's the hard bit. Multiplying by two
percentage rates rather than one is, in comparison, no problem at all.
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https://www.taxresearch.org.uk/Blog/2013/07/03/flat-taxes-arent-simple-and-nor-are-they-fair-theyre-actually-all-about-slashing-the-role-of-government/
http://www.bbc.co.uk/news/uk-politics-22575135

So flat tax would simplify almost nothing, but leave you paying to see the doctor or
educate you children. That's what the flat taxers fail to mention.
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