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Comparing Alternative Plans for Saving Social Security

Norman Kurland

Peter A. Diamond and Peter ). Ferrara, an economist Edward M. Gramlich, Robert M. Ball, Robert Pozen, an President Bush . h _
Peter R. Orszag, who wrote the first bookfor ~ Federal Reserve Board former Social Security  investment executive who President, Center for Economic and Social Justice
Democratic economists the Cato Institute about governor Commissioner served on Bush's Social Former Deputy Chairman of President Reagan's
personal accounts. Security Commission Task Force on Project Economic Justice
Ly ST LINORS Capital Homesteading iy
PLANS Accou . ! PLANS
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Projected Wealth and Income Accumulations Under Capital Homesteading

PARAMETERS (ASSUMPTIONS)

Accumulation Beginning at Age: 0
Annual Capital Credit Allocation: $3,000.00
Annual Service and Risk Fees on Outstanding Principal: 3.00%
“Pre-Tax” Rate of Return on“Full-Payout” Shares: 15.00%
Term of Acquisition Loan in Years: 9
Homestead Annual Acquisition Paymentsof Service Total Debt  Residual to
Age Accumulation Earnings DebtBalance Principal & RiskFees Service Homesteader

Birth $3,000.00 $450.00 $2,666.67 $333.33 $90.00 $423.33 $26.67
5 18,000.00 2,700.00 11,000.00 2,000.00 390.00 2,390.00 310.00
10 33,000.00 4,950.00 12,000.00 3,000.00 450.00 3,450.00 1,500.00
15 48,000.00 7,200.00 12,000.00 3,000.00 450.00 3,450.00 3,750.00
20 63,000.00 9,450.00 12,000.00 3,000.00 450.00 3,450.00 6,000.00
25 78,000.00 11,700.00 12,000.00 3,000.00 450.00 3,450.00 8,250.00
30 93,000.00 13,950.00 12,000.00 3,000.00 450.00 3,450.00 10,500.00
35 108,000.00 16,200.00 12,000.00 3,000.00 450.00 3,450.00 12,750.00
40 123,000.00 18,450.00 12,000.00 3,000.00 450.00 3,450.00 15,000.00
45 138,000.00 20,700.00 12,000.00 3,000.00 450.00 3,450.00 17,250.00
50 153,000.00 22,950.00 12,000.00 3,000.00 450.00 3,450.00 19,500.00
55 168,000.00 25,200.00 12,000.00 3,000.00 450.00 3,450.00 21,750.00
60 183,000.00 27,450.00 12,000.00 3,000.00 450.00 3,450.00 24,000.00
65 198,000.00 29,700.00 12,000.00 3,000.00 450.00 3,450.00 26,250.00

"RESIDUAL" INCOME RECEIVED BY HOMESTEADER DURING PERIOD OF ACCUMULATION $780,450.00

Gross Benefits to Homesteader by Age 65 (Homestead Accumulation plus "Residual to Homesteader"): $978,450.00

Cost to Government or Other Taxpayers (Taxes avoided on "tax free" Homestead Accumulation (28%)): $55,440.00
Taxes on Dividend Income (28% assumed rate on all Homestead residual income): $218,526.00
Net Tax Benefit to Government due to Homestead Program: $163,086.00

Net Benefits to Homesteader by Age 65: $759,924.00

[Annual Capital Homestead accumulations would continue after age 65]
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Capital Homesteading Accountability and Safeguards

Various private sector players would have an institutional or personal self-interest to guard against fraud and
abuse because each would have something to lose in the marketplace for not guarding against fraud and abuse.
Private sector safeguards include:

+ The individual Capital Homesteader
+  Educational system reforms to raise the level of financial sophistication of borrowers and their families

+  Competitive financial advisory services, with lawyers, CPAs and other professionals to assist individual
borrowers

+  The chief financial executive of a new or expanding enterprise in need of new productive assets who
makes the initial feasibility determinations of each new CH equity issuance

+  The enterprise’s outside financial advisors, attorneys and asset appraisers on new equity issuances

+  The commercial loan officer of the local bank who determines the commercial feasibility of loans for
industrial, commercial, and agricultural projects and local infrastructural improvements and who
approves each investment of CH funds

+  The local bank, which would lose a small amount (e.g. 20% of the unpaid principal) for bad loans, even
with the private capital credit insurance covering most of the loss

+  The trust officer of the local bank or financial institution who administers the CH assets as fiduciary on
behalf of the Capital Homesteader

+  Companies competing for assessing risk categories of newly issued CH shares from growing enterprises,
pooling risk premiums paid as part of the debt service payments on CH loans, and paying capital credit
insurance to lenders on loans in default

+  Capital credit reinsurance companies competing for the CH credit market by spreading further the risk
of the growing capital credit insurance industry

+  One or more bundlers of bank loans, acting like Fannie Mae or Freddie Mac that help establish standards
and uniformity among bank lenders, which would take syndicated CH loans to the discount window of
the regional Fed for monetizing expanded bank credit for financing regional growth through CHAs.

In addition, the newly issued CH shares would be full voting, full dividend payout shares, with companies
allowed to deduct from corporate tax incomes all dividend payouts. These features, not generally available under
the current tax and corporate financing system, would add to the accountability and transparency of corporate
governance .

Furthermore, the existing machinery of Federal and state securities, banking and insurance regulators would
catch what falls between the private sector “cracks.” These agencies include:

+  The regional Federal Reserve Banks in regulating and decertifying “member banks” that would make CH
loans to Capital Homesteaders

+  The Office of the Federal Comptroller of the Currency

+  The Securities and Exchange Commission regulating new securities issuances and receiving periodic
reports

+ Internal Revenue Service, in reviewing tax returns of individuals and businesses, and governing tax-
deferred equity accumulators like CHAs, ESOPs, CICs, etc.
+  State securities and insurance regulators

+ Congressional and state legislative committees responsible for sound economic growth of the private
sector
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Sources On Capital Homesteading
Books

Capital Homesteading for Every Citizen: A Just Free Market Solution for Saving Social Security,
Norman G.Kurland, Dawn K. Brohawn and Michael D. Greaney, Economic Justice Media, 2004
[http://www.cesj.org/homestead/capitalhomesteading.pdf]

The Capitalist Manifesto,
Louis O.Kelso and Mortimer J. Adler,Random House, 1958
[http://www.kelsoinstitute.org/pdf/cm-entire.pdf]

The New Capitalists:A Proposal to Free Economic Growth from the Slavery of Savings,
Louis O.Kelso and Mortimer J. Adler, Random House, 1961
[http://www.kelsoinstitute.org/pdf/nc-entire.pdf]

Democracy and Economic Power: Extending the ESOP Revolution,
Louis O.Kelso and Patricia Hetter Kelso, Balinger Publishing Company, 1986.

Binary Economics:The New Paradigm,
Robert H. A. Ashford and Rodney Shakespeare, University Press of America, 1999.

Secrets of the Temple: How the Federal Reserve Runs the Country,
William Greider, Simon and Schuster, 1988.

The Formation of Capital,
Harold G. Moulton, The Brookings Institution, 1935.

High Road to Economic Justice,
Presidential Task Force on Project Economic Justice,
Center for Economic and Social Justice (Arlington,VA), 1986.

Articles

“A New Look at Prices and Money:The Kelsonian Binary Model for Achieving Rapid Growth
Without Inflation,”

Norman G.Kurland, Journal of Socio-Economics, December, 2001
[http://www.cesj.org/binaryeconomics/price-money.html]

Exchange between U.S. Representative Bennie Thompson and Federal Reserve Chairman Alan
Greenspan, 1995
[http://www.cesj.org/reference/exchanges/greenspan-fed95.html]

“The $3,000 Plan”
[http://www.joelunchbuckett.com/page/page/1512893.htm]

“Ownership Statistics,”
The Shared Capitalism Institute
[http://www.sharedcapitalism.org/scfacts.html]
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