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HOOVER INSTITUTION

ON WAR, REVOLUTION AND PEACE

Stanford, California 94305

August 7, 1982

The Hon. Roger W. Jepsen

Vice Chairman, Joint Economic Committee
United States Congress

H2-359 House Office Building
Washington, D.C. 20515

Dear Senator Jepsen:

Unfortunately I cannot be present in person at your hearings on the flat-rate
tax. I appreciate, however, the opportunity to express my views in the form
of this letter and the enclosure.

A true flat-rate tax is a tax that is levied at a single rate on everyone on a
tax base which equals total income with no deductions except for a personal
exemption plus strictly defined expenses of earning the income.

I have long favored such a flat-rate tax. I discussed its merits in my book
Capitalism and Freedom published in 1962 and I have repeatedly written in favor
of it in Newsweek and elsewhere. I have, however, been skeptical that it would
be politically feasible to adopt such a tax.

Your hearings give cause for optimism on that ground and your committee is to
be congratulated for holding hearings on this enormously important topic.

The reasons why I favor a flat-rate tax and why I have co idered it not feasible
politically are contained in a column that I published in the Newsweek of

August 2, 1982. I am enclosing a copy of that column. I should appreciate

your incorporating it in the record.

Our present income tax is a monstrosity. It is inequitable, imposing very
different tax burdens on persons in essentially similar circumstances. It
encourages waste and inefficiency by leading millions of our fellow citizens to
devote their energies to activities that will avoid taxes rather than to activi-
ties that will yield the greatest benefit to their fellowmen. And it is counter-
productive, yielding less revenue than would a flat-rate tax at a moderate rate.

The substitution of a flat-rate tax for our present in 21t 11d >

than any other tax reform I can conceive of to promote equity, the effective
utilization of resources, and to broaden the opportunities available to people
of every income level.

Sincerely yours,

W st _

Milton Fri man

Senior Research Fellow
F:v
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the country, and was recently suggested by Counselor to the President
Ed Meese as a possible alternative open to President Reagan. Studies
have shown that a rate of between 10% and 15% would maintain the

necessary revenue levels.

A copy of the statement and a list of the signers, in alphabetical

order, are attached.
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