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Table 1

Alternative Static Approaches to Calculating the Tax Rate Under H.R. 25

For Reference: Aggregate Output and Consumption

Gross Domestic Product (2006)

Personal consumption expenditures (2006)

Note: PCE in 2007 estimated for K-Base

Ratio of actual PCE in 2006 to K-Base estimate, used to adjust K-Base figures to 2006
Note: PCE in 2003 estimated for G-Base

Ratio of actual PCE in 2006 to G-Base estimate, used to adjust G-Base figures to 2006
Actual PCE in 2005

Ratio of actual PCE in 2006 to PCE in 2005, used to adjust K-Base figures to 2006

REVENUES TO BE REPLACED
Individual income taxes (NIPA Table 3.2, Line 3 - hereafter, 3.2/3)
Corporate income taxes, other than from Federal Reserve banks (3.2/9)
Corporate income taxes on Federal Reserve banks (3.2/8)
Social insurance and retirement receipts (3.2/11)
Estate and gift taxes (3.2/38)
Earned income credit and child tax credit (0.94*Kotlikoff 2007 estimate)
IRS savings
Administrative costs (0.25% of revenues)
Revenues to be Replaced or R-S
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Both Bases

13,194.7
9,224.5

1,053.2
344.0

901.6
27.8

K-Base

9,772.0
0.944

29.1

-48.9
-8.0

5.7
2,304.6

G-Base

7760.9
1.189
8,708.8
1.059

o O O O

2,326.

DZ-Base

1,053.2
344.0
0.0
901.6
27.8

2326.6



PRIVATE CONSUMPTION TAX BASE
Personal consumption expenditures (2.4.5/1)
Special treatment of housing
Purchases of new homes (5.4.5B/36; K takes 0.794)
Purchases of manufactured (mobile) homes (5.4.5B/40)
Purchases of dormitories (5.4.5B/41)
Home improvements (5.4.5B/42)
Brokers' commissions on housing (services) (5.4.5B/43)
Net purchases of used structures (5.4.5B/44)
Less: Imputed rent on owner-occupied housing (2.4.5/49)
Less: Imputed rent on farm dwellings (2.4.5/51)
Special treatment of education
Less education expenditures (2.4.5/94)
Special treatment of financial services and financial intermediation
Plus: Taxable home mortgage interest (Sheet 2, B5)
Plus: Taxable non-profit interest (Sheet 2, B13)
Plus: Taxable personal interest (Sheet 2, B20)
Plus: Imputed services on demand deposits, other checkable deposits (Sheet 2, B28)
Treatment of non-residents and US citizens traveling abroad
Plus: Expenditure in US by non-residents (2.5.5/112)
Less: Expenditures abroad by US residents (nondurables) (2.5.5/111)
Less: Foreign travel by US residents (services) (2.5.5/110; 50%)
Other
Less: Food produced and consumed on farms (2.5.5/6)
Less: State sales taxes (3.3/7; 60%)
Less: Adjustments for non-profit consumption (2003 data, adjusted)
Total private consumption tax base or C-P
C-P/PCE
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Both Bases

9,224.5

7.4

178.5
101.5

-1,014.5
-14.8

143.3
4.3
148.7
0.0

109.9
-8.0

0.5

K-Base

372.4

0.0

0.0

-210.05

-54.4

-249.2
-9.4
8,730.5
94.6%

G-Base

469.0

2.1

-239.6

-108.7

-415.4
0
8,585.2
93.1%

DZ-Base

9,224.5

372.4
7.4

2.1
178.5
101.5
0.0
-1,014.5
-14.8

-239.6

143.3
4.3
148.7
23.4

109.9
-8.0
-108.7

0.5
-249.2
0.0
8,681.5
94.1%



STATE AND LOCAL GOVERNMENT CONSUMPTION TAX BASE
State and local government consumption expenditures (3.3/22)
Less: Capital consumption allowances included as consumption expenditures (3.3/38)
Plus: Gross purchases of new structures (3.9.5/24)
Plus: Gross purchases of new equipment and software (3.9.5/25)
Less: Current education spending (wages and salaries) (K:6.3D/34; G:3.17/28+53-70)
Less: Capital education spending (3.17/124) CORRECTED TABLE PER GALE
Total state and local government consumption tax base or C-SL

FEDERAL GOVERNMENT CONSUMPTION TAX BASE
Federal government consumption (3.2/20; also 3.9.5/7)
Less: Capital consumption allowances included as consumption expenditures (3.2/44)
Plus: Subsidies to business (3.2/31) (Gale includes as transfers)
Gross purchases of new structures (3.9.5/9)
Gross purchases of equipment and software (3.9.5/10)
Total taxable federal government consumption tax base or G-S

Total private and all levels of government consumption tax base
Total private and all levels of government consumption tax base as % of GDP

UNTAXED FEDERAL GOVERNMENT SPENDING
Taxable SS benefits (IRS SOI 1.4/108) (2005 data*1.059))
Total untaxed federal government spending or G-O

BASE FOR PREBATE (Sheet 4, D22) or X
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Both Bases

1,276.5
-162.3
260.5
53.6

812.8
-105.4

16.8
102.9

K-Base

-371.4
0.0
1,056.9

49.4

876.5
10,663.9
80.8%
129.3

129.3

2,084.4

G-Base

-582.3
-87.8
758.2

0.0

827.1
10,170.5
77.1%
0.0

0.0

2,084.4

DZ-Base

1,276.5
-162.3
260.5
53.6
-582.3
-87.8
758.2

812.8
-105.4
0.0
16.8
102.9
827.1

10,266.8
77.8%
129.3

129.3

2,084.4



K-Base

CALCULATION OF TAX-INCLUSIVE TAX RATE [R-S/(C-P+C-SL+GS+GO-X)]

Kotlikoff tax inclusive rate -- Compare to 23.8% in 2007 Table 5
Gale tax inclusive rate -- Compare to 27.7% in 2006 Table A.6
DZ tax inclusive rate

Equivalent Kotlikoff tax exclusive rate
Equivalent Gale tax exclusive rate
Equivalent DZ tax exclusive rate

DZ tax inclusive rate with transitional inventory credit of $92 billion in 2006

DZ TAX-INCLUSIVE RATE CALCULATIONS WITH BASE REDUCTIONS
Base DZ tax inclusive rate

Remove only state and local consumption expenditures

Remove only new housing investment and rental housing ($277.0 billion)

Remove only medical care services (physicians, dentist, other prof serv, hosp/n-home)
Remove only food purchased for off-premise consumption

Table 1, Page 4 of 4

I 26.5%

G-Base

DZ-Base

28.8%

| 36.0%

28.0%|

40.4%

Base change

-758.2
-658.9
-1,438.5
-762.6

38.9%

;

29.1%

28.0%
30.8%
30.4%
33.9%
30.8%



Table 7

Macroeconomic Effects of Enacting H.R. 25

Year 2006 2007 2008 2011 2014 2016 2021 2026 2056 2106

State Sales Tax Rate 5.4 5.3 5.2 5.2 5.1 5.1 5.0 4.9 4.8 4.8

National Sales Tax Rate 38.3 37.4 36.0 36.0 35.8 35.7 35.6 35.5 35.3 35.3
A After-Tax Interest Rate 0.015 0.002 -0.001 0.001 0.000 0.000 -0.001 -0.002 -0.002 -0.002
A Before-Tax Interest Rate 0.004 -0.009 -0.012 -0.010 -0.011 -0.011 -0.012 -0.013 -0.013 -0.013
A%  After-Tax Wage Rate 17.4 18.3 19.5 19.9 20.4 20.6 21.2 21.6 22.2 22.3
A% Before-Tax Wage Rate -0.5 -0.4 -0.2 .1 .3 .5 .7 0.9 1.1 1.1
A%  Price of NR Good -0.2 -0.2 -0.4 -0.4 -0.5 -0.5 -0.6 -0.6 -0.7 -0.7
A%  Price of RH Services -0.1 -0.7 -1.0 -2.4 -3.4 -4.1 -5.2 -6.0 -7.1 -7.2
A%  Price of OH Services 1.0 2.2 3.1 4.2 4.6 4.6 4.3 3.9 3.0 2.9
A%  Labor Supply 2.8 2.9 3.0 3.0 3.0 2.9 2.9 2.9 2.9 2.9
A% Investment NR 8.9 8.0 7.5 8.0 8.3 8.5 8.7 8.9 8.9 8.9
A%  Investment RH 12.7 12.7 11.0 10.9 10.5 10.4 9.8 9.2 7.7 7.6
A%  Investment OH -18.6 -11.5 -9.0 -4.5 -1.9 -0.8 0.5 0.8 -0.1 -0.1
A% NR Capital 0.0 1.0 1.7 3.5 4.8 5.5 6.9 7.7 8.8 8.9
A% RH Capital 0.0 0.6 1.1 2.4 3.4 4.0 5.3 6.1 7.5 7.6
A% OH Capital 0.0 -0.8 -1.3 -2.0 -2.2 -2.2 -1.8 -1.3 -0.3 -0.1
A%  Average Value of NR Capital -14.6 -13.8 -14.1 -15.5 -16.1 -16.4 -17.0 -17.4 -18.0 -18.1
A%  Average Value of RH Capital -25.7 -24.0 -23.4 -24.1 -24.4 -24.6 -24.9 -25.2 -25.8 -25.8
A%  Average Value of OH Capital -10.1 -5.4 -2.6 -1.2 -0.1 0.3 0.8 0.7 0.1 0.0
A% NR Firm Value -14.6 -12.9 -12.6 -12.5 -12.1 -11.8 -11.3 -11.1 -10.8 -10.8
A% RH Firm Value -25.7 -23.6 -22.6 -22.3 -21.8 -21.5 -20.9 -20.6 -20.2 -20.2
A%  OH Firm Value -10.1 -6.2 -3.8 -3.3 -2.3 -1.9 -1.0 -0.6 -0.2 -0.1
A% GDP 2.1 2.3 2.6 2.9 3.1 3.2 3.4 3.6 3.8 3.8
A% NR Output 2.3 2.5 2.7 3.0 3.3 3.4 3.6 3.8 4.0 4.0
A% RH Output 0.0 0.6 1.1 2.3 3.4 4.0 5.2 6.1 7.4 7.5
A% OH Output 0.3 -0.5 -1.0 -1.7 -1.9 -1.9 -1.4 -1.0 0.0 0.2

Notation: A=change; %A=percentage change; NR=non-residential; RH=rental housing; OH=owner-occupied housing.



