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A Study of the Flat Tax of Hall-Rabushka Type
: The Current Complex Tax System and the Cost

Hiroyuki MATSUOKA

The federal income tax is too complicated for ordinary taxpayers to understand and
costs taxpayers more than a hundred billion dollars in copmliance.The tax costs the
economy tens of billions of dollars in wasteful investment end is responsible for more
than a hundred billion dollars in tax cheating and encourages lawyers and lobbyists
to seek tax favors from Congress instead of earning an honest living.Hall, R.E.and A.
Rabushka say that a law, simple flat tax is the best possible replacement for an unfair,

costly, complicated federal income tax.
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BEBTDZLIZE-T, v/ THEBR (C) ZBRBX—RE LENEY A 7O MEES 2
EBTEBHZ &dbhd,

LLi2din, WREA 7 THDICH L, @EOMESR & L TOMMMEER T, FHBRET
DEFOEELRRT D ENTERY, LEB-T, LEBRFETIE, BEMIZEREOMIMEE
MOV ABEEERERLIZBEERBAN—ZXE L (W+P+D—1—-W) , —F, FHERETH,
R OEHE L EE L -FHBEREOES (W) 2BRBES—-RICT522I0&Y, ZoMERMR
LTWBDTH B,

IOMICHERTREREH TN, BEYREBERIF Y EILS A VBBEERELY 3320k
DVEXEBRFEEFHBEMEE CO_EHBBZHRL TSI LY, BOoREEL RINEHA4 X)) ©
KIBIZHRE T D2 L2k, BREDORE, MHABRHBETCHDLICLTWEZ L, %Th5,

BORZDTTy FEBBEYD TRRLAEDIKIBUHEDZ L THY, FOMEX, The Flat
Tax (Hall and Rabushka[1985], [1995]) ik & bNTWVWD, ZOHRT, A—A=F7 L ahn
AL TNDHORE, ZOBPLOEALRBMGEHRB LY, PR (efficiency) , ATEH
(equity) RUMEIF X (simplicity) DETENLTWVWBEWVWIRTHD, LEMN-T, [RAFE
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ZHOE, TRNETOMERRZBAL, REKEVBEETCHEIEA— A= a W75 < B
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BRI LTWD, ZOIHEEDERNELE FORLWIIKRD LI BRHLEDTH B,



R— =57V ahRT S5y P BROWE —EELRITRAEZOI R N —

D BAFABICOWVWTH, X 1%01550%D4BRETHoHBRUCBREAFTAR 2%, |
5%, 28% M 2 BYPEIZT B,

@ COXREICLY, BEFAREICE > THEBR L2525, TREET 572 DRBRIERZ Xig
wBlE FiF R, £, Wi, BFAMEOBRABOAMEET Y, TCHFTRREICHA
EhTVAEGERELAREIE L, £ LT, BITBH T CORENAFEIIHEERT D,

® EABBBICOVWTY, HEXROEABRI6%, HBRAFMRX D6 BME, EABRI%,
3BREL L, BEOPIHLBRELERS,

@ FxiE, BREHEEEROBIEOL ST, KEOEE, ¥ BE ReWE 4OCXdKr®
BLTVWAHELZEEILE L, B8ohrtt b MBLENS & & bIC, FBRBLICET 5 KIEMEO
MR Z R 5,

6 BEFAYEHEFACEETD, 0dbAF7¥— 3 (Indexation) 17725,
TDXHCHDE, 1986ERBIHEL, RRMEET Ty ML, BBRERZIE LT5C

PItE o THBLEITY, TARPEBN—ROEKICIAMBETHI LWVWIELXRLOTWVD I L

Rbms, b, KEZEBEED 7S v MEICE > TRELOPIHLZRR L DD, BBL~—R

REFAILICEST, KEWAERERMNATZ LRAMICHRI I ZLEZRRLTYS, T

DPIERL LTHBELBRELAELL, BBEOHMFCHORMBDLEXLTVDIDOTHD, B ~—A

BB L LCHBE, BABLZMILLTEY, FOEKTIIBN L QEAFTABL (Comprehensive

Income Tax) Hl~ESHA2@EXThHHLBREND, ¥
T DISEEEI DV TIHE, 2R & bBEEMEOKEICBVWTRLEELRBMKETH DL

OB OERFEEOHTHOND, PIXIETRAT VA TREITHD, AT VAT,

(BED-DORSMETL NMBFEBRL KRBRIZL X, ERBRMOBKE LTS
D40, 1986EBBIHFEHE TR bMENLUETH D, |
(Musgrave[1987], p. 59.)
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LTW?3 (Feldstein[1995], p. 170.)
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HUBBAR—ADERERo7m 2k, REDAEREL, 1986FEIZLY T A Y BB TR<
frote. 2AeTHRAEVARL 2o7] (Hall and Rabushka[1995],p.2.) &V HFETH D,

L LN —FT, “0OL)RBELOEACLI»bLY, EBROL IS, BITOEAB
Sk TRERZB LV ) ANLATIEEBNE VI A—A=F T L2 W ORVBEED 2, [BF
DL > EMX] (Hall and Rabushka[1995],p.5.) EWIHIRBMLOLBLEFDOIENINBDLND,
FEER—DICRSBE, KTFR—-Jicbi- 58801, NEKAT (The Internal Revenue
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BEMICERBTBBROBELZRVIES L, B 1 RIHNKE, 1930F6R, B2 H#RRE, GIRRSs
E Vo BRSO R BN (KBR) 2RI, ThECERTOHLTER SR T AFEBR KR
BMBA~LEHL, 75, BRUBFE LT TV oABRPFELAIND, DX ORPT, BHF
FrFBAIR L H D 3 >DORH, b,

D 600 FA DR D o727, B - PHIFTAEEILRALDOFABE b XL L
@ EBEBRIZI0O%EBX DRI E
@ HEERFBABXEEONAERLELLEZLE
ZiEWML,
(B H DT A Y A DOFH/EIE, FROEROH ZEHRBOMELBE TH o]

(Hall and Rabushka[1995], p. 20.)
EHAT DL E, BTOBRBELERBR L ) FTABAIRYRORBELHB L TH L IAHIIEK—1A=
ST aDEINRDHDHRICEZ B,

B LEBIRE RoERAFARET 2 ) VERC 2HEEOZHEO IR FERLTVS, &
DEZEFBF—N=5T L a HOMBERTIRSA L THDH, ZOIRMOFE L OH DL, HEN
7282 2 & (compliance cost) TH Y, ZhiZix, BBROEFOEDDaR N, BEBREDE
ARE#ML, a—L, B9 2ax b, SHABLHEEOIA N, B2 R b, BHOFMEH
Bldnax b, BEEOSHEEEI XL, i€, BICETIRMDaR MLV o72b D8
H¥ENnB, £77, F20a X MIMEN A FTHY, BEMICHE, HBEQORLD, BERER
OBL, HFLONEEEBROMY, FLOEVRAEROBY, BHEEVXAZHERTEHZ EICK
T aZ &, FRE2AEAHTOTHREHEBRETRIZOORRE, BB, LVokBHicL»T
L O INDHENREF ELOTRADI L TH D,

BAHICET 5HEDOESIIH ., LMrLARMEL, ThiE, BEOBICHSWT, YORTERE
NEOBLSEDMNA—E L FZ2ABLTWVEY, H5VIFAETINEVIRRCESPHDOTH
D, BBITICHEO MBLE 2 2 bOMBECHENREE o X FORBELZE O PRI BAH L,
TDEF—N=F T abiE, HBDIHDITOWVTHEEIL, 5 H IOV TV D0 DOBFFERK
BERERT K OB TS, ¥

M. BHEELBHICK>EENMBIZR B

BRFABICEBL TRLIERbO, BEEX, 1040 (F1, £2) , 1040A, 1040EZT
HY, MBEL, ThOHDOEX~DTRALWVWOIETOaAR FERA-STWVS, 19924, 141,380
FHEOREELZMBEIER LTS, 2055, 6570540722 EX1040TH Y (#158%) ,
2,890 5 23 ER1040A (25%) , 1,910 54N EKXKIMOE Z (17%) Tho7-,

WNEBATOH I 2T, EFXI1040AZER L, BT OFTHEMIX 1 72 T
#BRERITH D, FXI040E Z THE 1 BEfS25y & 2%, £72, &X10400%E, #BLAE O BT R ]
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Departmaeant of the Treasury—intemal Revenue Service

U.S. Individual Income Tax Return
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£ 1 EREABABHEEXL040 (1)
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ﬂ®g4 l {99) RS Use Onty—00 not wirte or staple in Uvis space.

BT : BEfEA h—~> [1995] , 109K,

For the year Jan. 1-Dec. 31, 1994, of other tax year beginning , 1994, ending .19 | om8 No. 1545-0074
Label Your first name and initial Last name T\ Your eocial security number
(Sea s YuicHi 2SR RUKG b1 ivyifuu@
mslmcuo;\;) 8 I a joint return, spousa’s lirst name and initial Last name Spoume’s social security number
on page 12, £ . . . .

UsetheIRs | * __Ri&KO Suuki LS
label. ‘ " Home address (number and street). if you have a P.O. box, see page 12. Apt. no. For Privacy Act and
Otherwise, : L ANE. Paperwork Reduction
z:‘:;s‘;vm € City, town or past office, state, and ZIP code. If you have a loreign sddress, see page 12. Act Notice, see page 4.
Presidential ZE:JA ELY - AT 074670 A Yes| No :'J:o'c:"::”‘f ':;‘r"
Eiection Campaign ) Do you want $3 to go to this fund? . . . e V| tax o reduce your
(See page 12) it & joint retum, does your spouse want $3 10 go fothefund? . . . . . . . v/ | refund
, 1 Single
ang Status 2 V. | Mamied filing joint retum (even if only one had incomae)
{See page 12) 3 Married fling separate return. Enter spouse's social security no. above and fut name here. >
Check onty 4 Head of household (with qualifying person). (See page 13.) If the qualifying person is a child but not your dependant,
one box. eonter this child's name here. >
5 Qualitying widow(en) with dependent child (year spouse died > 19 ). {See page 13)
Sa [B Yoursell. It your parent (or someons eise) can claim you as a dependent on his or her tax No. of boxes
Exemptions retumn, do not check box 6a. But be sure to check the box on ne 33b on page 2 ::ﬁ:‘ 62 2
(See page 13) b (A spouse . . . . . . AP S S S S Y SRS SIS SU SR UUTY [V In
¢ Dependents: (l) Theck (3) { age 1 or older, (4) Dependent’s  [(3) No. of monthe 11400 on 6¢
HN first inibai, and last ¥ under | dependent’s soclal secunity ralationship o Wved In yo! . wha:
(1) Name (first, Inioai, name) | age numbet you home In 1994 :
B ;S 7 S Y <Y 37V I T WALyt
more than X <
dependants, —MiYAKQ SuUBuki o8a:6a:eal pAY. 1 1R 1o e ko
800 page 14, H v'otu“u "
page 14) —_—
: Depondents oa ¢
H H sal enlared above
1 ]
d 1 your child didn't live with you but is claimad as your dependent under a pre-1985 agreement, check here > ::“.::.:: the
o Total numbaer of exemptions claimed S . lines above » ‘*
7 Wages, salaries, tips, etc. Attach Form(s) W-2 , . . T 1 LB0. 0nn
Income 8s Taxable interest income (see page 15). Attach Schedule B H over MOO .. LB 33.000
Attach b Tax-sxempt intorest (36 page 16). DON'T include on line 8al 80 | |
Copy B of your 9 Dividend income. Attach Schedule Bifover $400 , , , . . . . . . 9 2,500
Cirz'gs r:‘f' 10 Taxabie refunds, cradits, or offsets of state and local income taxes (see page 16) 10
1099.';1 here. 11 Alimony received . . e Coe e e e e L)
f vou did not 12 Business income or (oss). Anach Schodulo Cor GEZ . . . 12 ]
i W2 sea 13 Capital gain or foss). If required, attach Schedule D (soe page 16) . . s £0.000
page 15. 14  Other gains or (l0sses). Attach Form 4797 , e e e e e e e e e e s 14
15a Total IRA distributions , | 158 b Taxable amount (169 page 17) | 150
5::‘:::&:“::" 18a Tolal pensions and annuities | 162 b Tuxable amount (ses page 17) | 16b
payment with Y 17 Rental real estate, royalties, partnarships, 8 corporations, trusts, etc. Attach Schedule E 17
your return, 18  Farm income or (l0ss). Attach Schedule F e e e e e 18 J
19 Unemployment compensation (seepage 18) , . . . . . . . . . . 19
20a Social security benafits [ 208 ] J b Taxable amount (see page 18) | 20b
21 Other income. List type and amount—3e0 Page 18 _..........ccceceecmecenuncanansnnns 21
22  Addthe amounts in the far right column for lines 7 through 21. This is your total incoine » | 22
3a Your IRA deduction (see page 19) . 23a
Adjustments b Spouse's IRA daduction (see page 19) . 23b
to Income 24  Mowving expenses. Attach Form 3903 or 3903-F 24
Cautlon: See 25 One-half of self-employment tax , R -] /
instructions . . > 26  Self-employed health insurance deduction (na page 21) | 28
27  Keogh retirement plan and self-employed SEP deduction | 27
28 Penalty on early withdrawal of savings , . . ., . 28
29  Alimony paid. Recipient’s SSN » H H 29 7
30  Add lines 23a through 29. These are your total adjustments . » | 30 -
Adjusted 31 Sublract fine 30 lrom line 22 This is your adjusted gross Income. If less than $25,296 and a child lived
Gross Income with you {less than $9.000 if a child didn't live with you). see “Earned Income Credit” ot page 27 > 31 I 9y S00
) Cat. No. 113208 Form 1040 (1994)
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2 HEABAFEEPEEN1040 ()

Form 1040 (1994) Page 2
Tax 32 Amount from line 31 (adjusted gross income) . ., ., . . . . . . . . . S
Compu- 33a Check If: [ You were 85 or older, O Blind; O Spouse was 65 or older, [ siind.
tation Add the number of boxes checked above and enter the total here , . » 3V
b It your parent (or someone else) can claim you as a dependent, check here . » 33b a
gs“ page ¢ K you are married filing separately and your spouse Hemizes deductions or
3) you are a dual-status alien, see page 23 and check here, ... .3 d
ftemized deductions from Schedule A, line 29, OR
34 Enter | standard deduction shown below for your filing status. But i you checked
the sny box on fine 33a or b, go to page 23 to find your standard deduction.
h'roor If you checked box 33c, your standard deduction ts zero.
your | © single—s3.800 © Head of household—$5,600 14270
® Maried filing jointly or Qualifylng widow({er)—$6,350
® Married filing separatoly—$3,175
35  Subtract kne 34 from line 32 , S ] £,50 230
36 M line 32 is $83,850 or less, muitiply $2,450 by the total number of exemptions clalmed on
line Ge. If line 32 Is over $83,850, see the worksheet on page 24 for the amount to enter , | 36 24w
ifyou want 37  Taxable Income. Subtract line 36 from line 35. X line 36 is more than line 35, enter -0- , | 37 L1¥R 586
the IRSto 38  Tax. Check H from & [J Tax Table, b [JTax Rate Schedules, c [ Capital Gain Tax Work-
fﬁ”’;.?"' sheat, or d [J Form 8615 (see page 24). Amount from Form(s) 8814 > o 1 38 b w3In
page 24. 39  Additional taxes. Check if from & [J Form 4970 b [J Form 4972 . . |.9¢ -
40 Addiines38ed39, ., . . ., . . . . . ., . e e . . ¥ a0 234, 430
Credits 41 Credit for child and dependent care expenses. Attach Form 2441 | 41
42  Credit for the eiderly or the disabled. Attach Schedule R, 42
(See page 43  Foreign tax credit. Attach Fom 1116 . , , . . . . 42
24) 44 Other credits (see page 25). Check if from a {7 Form 3800
b O3 Form 8396 ¢ [ Form 8801 d [J Form (specity) 44
45 Addlines4ithroughad . , . ., . |as -
46 Subtract line 45 from Hne 40. If kne 45 is more than line 40, enter -0-, , . . . . » 468 WA w30
Other 47  Sel-employment tax. Attach Schedule SE . . . . .. . . . a7
Taxes 48 Aternative minimum tax. Attach Form 6251 L T . 48
) 49  Recapture taxes. Check ¥ from @ [J Form 4255 b OFormssin ¢ [ Form 8828 49
gSee page 50  Social security and Medicare tax on tip income not reported to employer. Attach Form 4137 | 50
5) 51  Tax on qualified retiremont plans, Including IRAs. If required, attach Form 5329 . 51
52  Advance earned income credit payments from Form W-2 . , . e e e e e 52
53 _Addlines 46 through 52. Thisisyourtotaltax, ., , . . . . . . . . . .» 53
Payments 54 Federal income tax withheld. 11 any is from Form(s) 1099, check » [J 54 A2 240/
55 1994 estimated tax payments and amount apphed from 1993 retum , | S5 /
58  Earned income credit. i required, attach Scheciule EIC (see page
Attach 27). Nontaxabie sarned income: amount »
Forms W-2, BNAYDE B e e 56
e Rad &7 Amount paid with Form 4868 (extension reques!) . . st
the front. 58  Excess social security and RRTA tax withheld (see page 32) 58
59  Other payments. Check ¥ from a [] Form 2432 & [J Form 4136 59
60 _Add lines 54 through 59. Thess are your totalpayments . ., . . . . . . . » 60 33,760
Refund or 61 it ine 60 is more than line 53, subtract line 53 from line 60. This is the amount you OVERPAID. , » 61
Amount 62 Amount of line 61 you want REFUNDEDTOYOU, ., . ., . . . . . . . .»
You Owe Amount of line 61 you want APPLIED TO YOUR 1995 ESTIMATED TAX » |63 | |
If line 53 is more than line 60, subtract line 69 from line 53. This is the AMOUNT YOU OWE.
For details on how to pay, including what to write on your payment, see page 32 . & /0
65 _ Estimated tax penalty (see page 33). Also include on line 64 | 65 | - |
: Under penallies of perjury. | declare that | have examined this return and accompanying schedules and stalements, and 10 the best of my knowledge and
Slgn belel, they sre lrue. correct, and complete. Declaration of preparer (other than taxpayer) is based on sl information of which preparer has any knowledge
Here Your signature Date Your occupation
of o a copy by . SAa /95| AccounlZaanl T
for your se's signatute If 3 joint retiA, BOTH must sion. Date Spouse's occupation
records. e” / A, L. 3/13 ZQS Hore maAKE
Pald Preparer's Jd . Date Check if Prepavu"s socaa‘l security no
Preparer's signature \3/,0/% sell-employed D 068 ¢85 wiwg
Fiem's /o H
Use Only W selt ooy ong B —DELoiTTE  ToucME  TaMMATLSUL E.. No. 11 :090aQ@vh
address Zuln LIRLD EalBnleifle CEMTER sl€ul YoRK pYl ZPcode  /DRBY- (vRS

Har : BE&EEA F—=< [1995] | 110H,
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367. 5B TH D, 1 WIBLE IR D=V OB A & LT, FRXI1040A 2 1040E Z DERIC
i, ERREERE4 FA3BEY FE2HT, BRIM0DERICIE, FREOEMENGEFEION
N80y b EHTHHE, ENELOEXERICHBIE2ETRO IR Mo TWB I LT
Do

HERNI040A  : 2,890 X 8EElI X 4 KA 35k F=10( KL

H&EERXIM0E Z : 1,9105 4 X 1 BEff524r X 4 K35t > h=1 (45,5005 K

B 45 &1040 : 6,570 54 X 67. 5EFH X 10 K180t > h=480{§ K/

BHTHLH0E L THD, x—N=FT L ahix, 1BEHH-DDax F28 KL, 18{EEF
MIOBTRREE & VO BFED, 1985FEDKa R FE510 R E LY ML (Little[1988]) #
HEDT, 72, BREIHTIBHEEFCOVTHE, 2EBOEMEZHTTVAZLICERL, ¥
EOMBLaA MIOWTHREDO¥ESY L LTH500 FAU L, RO LA, BARVGLEEDATE
BRMBLaRA FNOBHELOME FARBE L ARZLTNS, ©

V. S¥ELBRHICE MM X b

1. T4 RAL 2T 4 7aRb

HEROBHCLENRRBAER, FOREREDHERSLEESRMOLKEZMEEL THBEDM0,
HTEEOHRBIIEDOREN, v 7 A v —" THERENDETORENEENHRE I
M oND201E, BEOCRBIILORELKT 02, BEOF & EFR3|& THicLo T,
ENS LWVHBAREA L, £/, BMTI00, XX IS AL BBICL Y EEFOERIX
YOREHESINTVSDM,

P, ZOXD RERFHBOMBH A P E2HHTH LV I TF—<ZREREY, LALR
D, THHNEEMZMB X FERHTIULICRERBETHLIEHEETH S,

1970 LI, B OBRFFEEY, FOREBRBCL > TEEN A TAOEREZIT TS
D BBOT A AL BT 47aRb) OW¥HERATER, FlXHE, /85— F (Ballad, C.
L.) , A% (Boskin,M.J.) , 7@ —=72 (Browning, E.K.) , =— K. (Gordon,R.H.) ,
75 % 4 —/ (Gravelle, J.G.) , /~—/3—H/— (Harberger,A.L.) , ~7 2= (Hausman, J.A.) ,
Yany Y (Jorgenson,D.W.) , 2 kY a7 (Kotlikof,L.]J.) , w/LF¥—/b (Malkiel,B.G.) ,
v a—7 (Shoven,J.) , AFaT7— bk (Stuart,C.E.) , Zx~—YU 1 (Whally,].) , =
(Yun,K.Y.) HTH 5,

TNRODHEDIEL AL, BEFOBKECHRFZARL L, TIhOBELINASIE LTS
EICEDaRAMEHMILED L LTWVD, H1H, WBLIC LV @bk, BAMUG, RAER, &£
EYORKEVIBTEDL I RERER T O TH D, KMRIIKATHD, LV IO, HRK
DZERDBL, TENEFNOHANEDBREMNBIITOLONIZbONE NI Z L THERITIRZDL,
7o, BARHWMEZHATIALBHBICH L TEDOL I RRIEEZRTIE2EDT, FOLHIC
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BEETAERERILTINCE > TRBRERENLTH D, £FE, ThbLDOHRITLRICT «
AL 2T AT AR NOFEEZHEB LTS, B, EMBINRSECHTIHRELTIO
Fp AL BT 4T AR NEBRFEES, NEVLDT2% (HB~DB) , KEVWHLDTI51%
GEANOBE) Tho, HERBEBZEUHOLWIEABOT A RS 2T 47 aRx b2
LR TR, BB 2R D33% M HA6RIREE L o TV B,

INLOWRENOMBIZE DT A AL VT 4 7T aR MEEADITHINDI0% & AT-HE, 5,
000{8 /A OHEBIL, KREEFIZH L TEBEIZIX6, 5008 FLVOBEFZICE LTI LIZR2 D,

[z 07 —<IZBT 5550 5 EMHS, BITRHICERNT A AT 47
aZ MBHFETEEER ST TVBZLEFRLITIENEZVOTH S, |
(Hall and Rabushka[1995],p.14.) .
2. BEBE (Tax Evasion)

XENEBEATE, ROBBREOHELZ L TEY, MBREEXFEELNA TV IIZL 22D LT
FOBRBERBIEN T R0 E2HI LTS, flxE, BokbWE: [SEBMBY Y v 7]
& IHBHEEMBIX Y v ) LT BE, HAEDOFT VI, Xx TN, TRREOEEE
B L ARMBIIEEROKRERRSELEDDLOTRARL, ABENERIC X S3BOKRLVEL2ED
Bh90% %2 5D TVS, BORILOVDIZEA LR, AENEHICETIAERENLETVD D
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