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Most Americans assume a progressive tax code is needed to promote equality and remove some of the burden of other taxes on those with the lowest income. But the progressive nature of the tax code changes behavior in many ways. As a result a progressive tax code is economically destructive.
To start with an obvious example, let's assume the tax rates on a business start at 10% and after a certain point reach 100%. How much money would be collected at the 100% rate? The answer, of course, is zero. No business would bother earning more money only to be obligated to give it all to the government.
Many statistics would hide this change of behavior. The average tax rate on businesses would seem a low 10%. But decisions are not made at the average. They are made at the marginal rate. When your hand first touches a hot stove, your average body temperature is still normal. Nevertheless you recoil quickly. Increasing marginal rates are like a hot stove to additional productivity.
Businesses are like rich people. They can decide how much income they want to realize each year. Capping the income of otherwise productive companies is economically destructive. Not only does it restrict productivity and the creation of wealth, but it also limits employment and taxes paid.
Imagine there is a proposal for a flat 20% tax. Liberals rage that would mean doubling the tax on the poor businesses while giving Big Greed an 80% tax cut. But what is the effect? Businesses that would have truncated their earnings no longer hold back. Productivity jumps and unemployment drops. All this while the tax collected could more than double.
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