The proposed reforms described below fall into five areas summarized as

1.) Making the Social Security Tax progressive for lower income individuals

2.) Creating Individual Retirement Accounts for all.

3.) Eliminating the cap on the employer’s portion of the contribution to the Social Security Fund

4) Establishing a flat tax on higher income individuals whose rate is adjustable according to the Budget balance status.

5.) Establishing AMT for corporations and reforming this tax system.

Summary o f Proposed Changes:

In line with the panel’s charge to reform the tax code in order to promote simplification, fairness and continued growth of the economy the following suggestions are respectfully submitted to the Panel for consideration.

A: Employment and Retirement Taxes

1) Reform of the Social Security tax system should be moved into center stage of tax reform. As noted above 34% of our budgetary system is supported by this single tax. Rather than be ignored in this round of tax reform it should be leveraged into the package. By making the simple and easy to implement changes outlined below a large step toward total tax reform will be taken. The social security tax should be restructured to become both an employment and retirement tax. Current social and medical entitlement programs should be moved to the general budget. The Social Security tax is a form of flat tax that has impacted in a negative manner the lower wage earners and on employer’s incentive to employ them. In other to promote growth, increase revenues and provide for ownership and fairness the following changes should be included in this part of the reform package. To see how this reform might be approached let’s first break adjusted gross individual incomes into four levels calling them A,B,C,D

a) The A level of income is defined here as from zero to $1000 per month for an individual rising by 50% of this amount for each added member of the family. The suggestion is to make the social security tax progressive for these lower wage earners. We could do this by reducing the required contributions to two percent. At this level the both the employer’s contribution of two percent and the employee’s portion of two percent of salary will go to an individual retirement  account. 

    b) At the B level for example between $1000 and $2000 per month adjusted gross income the proposal is to make the employment tax progressive from 2% to its current 6.8 % on a proportional basis over the range of the B level income. Two percent of the revenue from the employer’s contribution would go to the general fund while the remaining revenue would go to along with three percent of the employee’s contribution would go to an individual account and the remaining three point eight percent to the general fund. Actually of course the first $1000 would be treated the same as the A level income. 

c) At the C level of income (for example $2000 per month per annum up to $6000 the only proposed change in this bracket from the current system would be to provide for half of the current employee’s contributions to go to his personal retirement account. 

The objective of the changes outlined so far would promote growth in jobs, provide for fairness to the employer and employee and create a sense of ownership on the part of the employee through the creation of retirement accounts.

   d) At the D level of income above $6000 per month, in order to replace the reduced revenues that these changes would result in it becomes necessary to eliminate the cap on income for the employer’s contribution to the social security and retirement fund. This new D level would provide for contributions by the employer alone; two thirds of the current tax rate (6.8%) by the employer would go to the general fund and one third would go to the individual’s retirement fund. This new source of revenue would benefit both the general fund and the higher income individual who would acquire added equity ownership in his fund. Eliminating the cap for the uncapped employer’s portion would more than make up the shortfall created by the overall changes and make the system fairer to others. Money’s from this source would be used to create private sector employment and help pay off the accumulated bonds underlying the current system. 
.  

B) Adding a consumption tax and flat tax to the higher level incomes.

This proposal would change the current Tax Code. The flat tax is most fair to incomes above the current Social Security cap of $90,000.  Following the premise that the added value of, or extraordinary skills and/or harder smarter work adds exceptional value to our economic ecology warrants the exceptional rewards that the flat tax gives to the upper income brackets. In order to keep it simple the tax rate at this level would be flat but adjustable according to needs for overall revenue. The idea is to adjust the flat rate each year according the need to deliver a balanced budget

This bare outline of proposed simplification and reform needs intensive study and analysis to gauge its actual impact. One final component of tax reform is to move toward a consumption tax for such products as vehicles, planes and boats where considerable general funds are expended for infrastructure and repair projects across the nation. 
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