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Figure 1

Illustrative Consumption Tax Return

Receipts Amounts

Wages, salaries, tiPs, B1C.......iiiiiiiiieiiriei et eieerenereneaas
I3 ) Ts 3 o s TSP

Rents and royalties ............cc.ccoeiiniiiniiiiiiiiiiiii e
Pensions and annuities ..........ccveveiiuiiieniiieieiniarareeeiiieiereiereeenenenens
Net receipts of sole proprietorships...........cccceevveiiieiriiiiiiiiiciiiiiiiiennns
Withdrawals from partnerships .........ccoeveiiiiiiiiiiiiiiieieiceceeenceeens
Receipts from:

a. sales Of financial @SSeLS.........ccevuivnrenrinriueiurenernrreernrenerneeneenernnns
b. gifts and beqUESLS ........ceuirieiiiniiiiieiiii e

Co AMSULAMCE .. ovuiiiireienineaerentierinrrernerneetesnaruerserneesesnnerserssnenneense
9. Net decrease (if any) in bank accoUnts ...........ccoceveinernirnrennennennienenanes
10. Total (add lines 1 through 9).......cccuiiniiiiiniiiiiiiiiiie e

PNANR L=

vin

11. Purchases of financial @sSetS ...........cceeiinienreneniieriirenrenieirieeneieeneenes
12. Capital contributed to partnerships ...........cccoevevvuriieieirreienenerncenenenen.
13. Net increase (if any) in bank aCCOUNLS .........cc.eviiiiiinereeniiiinieennenennenes
14. Other INVEStMENLS ........ccoiuerrieiereeenernreernrrensenrnereeeeresenrensasenssnsnns
15. Total (add lines 11 through 14) .......ceoiviiiiiieiiiiiiiicir e ceenes
16. Gross Consumption (subtract line 15 from line 10)...........c..cceevnennnnnn.e.

Deductions
17. A. Itemized deductions.........ccovverinriniinriiiiniieiiniieeieeneeierereeneeneeneenns
or
B. Standard deduction ..........cccevvueeieieiiiiiiieiiiii e e
18. Federal taxes paid during the year................ceeevniincincriirinicrnninnnianen.
19. Total (add lines 17 and 18)........cceuiuiiniiiiiiiiiieiiiiirierer e e eeeees
20. Net Consumption (subtract line 19 from line 16)..........ccoceevevnvenenninnnnn.

21 EXEMPLIONS .......covuiuiiinienieiiiiiiiiieiieiiiie et e e e erea e e e
22. Taxable Consumption (subtract line 21 from line 20).........cccceevvrenennan.n.

A Value-Added Tax
A consumption tax, as shown above, can be calculated via a "top down" approach,
building on the records that are already available to provide the data needed for the collection
of corporate and personal income taxes. In contrast, a value-added tax (VAT) represents a
very different way of collecting a general tax on consumption, focusing on the sales to

consumers by individual companies. In total, a VAT should be equivalent in yield to a single-
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