
Response from Brian Fallon:
 
Under the “Rising Incomes, Sharing Profits” tax credit, companies that share profits with 
their employees would receive a two-year tax credit equal to 15 percent of the profits 
they share – with a higher credit for small businesses. Shared profits eligible for the credit 
would be capped at 10 percent on top of employees' current wages. And there would be 
additional phase-outs and limits on credits per-person and per-firm. Finally, there would 
be protections against discrimination and abuse – including limiting or gaming wages or 
benefits to obtain the credit – that would be designed in consultation with business, labor, 
and other stakeholders. If they met these standards, firms which already have profit-
sharing agreements with their employees would be eligible to receive this tax credit and 
enjoy its benefits. Additional details are provided in a fact sheet available at: https://
www.hillaryclinton.com/p/briefing/factsheets/2015/07/16/profit-sharing/
 
The proposal was designed in close consultation with the leading academic experts, as 
well as advisors with experience at public companies. For example, the Clinton 
campaign’s staff consulted with Professors Joseph Blasi, Douglas Kruse, and Richard 
Freeman, as well as former CEA and NEC Chair Laura Tyson. Professor Tyson offered 
her support for the plan in the fact sheet, and Professors Blasi and Kruse wrote an op-ed 
describing their support for the proposal in this weekend’s New York Times at http://
www.nytimes.com/2015/07/18/opinion/capitalism-for-the-rest-of-us.html?_r=0 .
 
Designed so that profit sharing supplements rather than supplants existing income
 
The Clinton campaign’s proposal is carefully designed to ensure that profit sharing 
supplements, rather than substitutes, existing wages and benefits, and pay increases. The 
credit contains specific protections to prevent any wage substitution. First, it is only 
available on top of existing wages. And second, as part of the design process, the 
Treasury Department will convene stakeholders and determine rules to specifically 
prevent abuses including limiting wages or gaming wages or benefits to obtain the credit. 
These protections will prevent employers from substituting profit sharing for wages or 
raises.
 
Based on the academic evidence, we expect that companies will offer profit sharing on 
top of wages and usual pay increases – due to the gains in productivity resulting from 
profit sharing. As Professor Blasi wrote recently, “Studies indicate that most managers do 
not cut workers' pay when they offer cash profit sharing. If they did, profit sharing would 
certainly be a terribly unfair idea and those workers would be attracted to the fairer 
firms.”[i] The finding that profit sharing does not substitute for higher wages has been 

reinforced by a number of other academic papers on the subject.[ii],[iii]
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Mitigating potential risks to employees
 
The “Rising Incomes, Sharing Profits” tax credit is designed to mitigate potential risks to 
employees from having undue concentrations of wealth in their employer. First, as 
described above, the credit is designed to prevent wage substitution – so that employees 
would not be worse off in terms of base pay. Second, while we'll be looking at a range of 
appropriate forms of profit sharing as we design a final policy in conversation with 
relevant stakeholders, we are particularly focused on promoting cash-based profit sharing
—which helps to reduce the types of concentration risk inherent in share-based forms.
 
We have both designed this program to avoid wage substitution, and we believe the 
evidence is strongly suggestive that profit sharing in fact raises total employee 
compensation without reducing wages or benefits. We expect the profit share that will be 
available on top of wages and pay raises to be variable year over year – because the 
profitability of businesses themselves is variable, and this proposal is about tying some 
share of employee compensation to the profitability of the underlying firm.  Our view is 
that middle class wages have stagnated even as business profits have surged, and we 
believe the evidence suggests that giving workers a stake in variable but historically 
growing profits will help raise their take home pay – even as we work to protect the 
stability of their underlying base compensation and expected raises.
 
Additional Evidence in Support of Profit Sharing
 
In addition to preventing wage substitution, the Clinton campaign’s support for profit 
sharing was based on strong evidence that it has been linked to higher pay for workers:
 
·         Link with higher pay and benefits. Professors Richard Freeman, Joseph Blasi, and 
Douglas Kruse find "strong evidence" that profit sharing has "meaningful impacts on 
workers' wealth" because "[w]orkers with profit sharing . . . are higher paid and have 
more benefits than other workers.”[iv]
 
·         Link with higher wages. Research from Michael Handel and Maury Gittleman 
found that profit-sharing programs are associated with 9 percent higher wages.[v] Other 
studies support this finding by linking profit-sharing to higher wage growth.[vi]
 
·         Improve company performance. Economic research suggests that a well-
implemented profit sharing plan can improve company performance. As Joseph Blasi has 
explained: "Over a hundred years of studies lead to one clear-cut conclusion. On average 
the promise of cash profit sharing increases the performance of companies as long as 



there is basic fair treatment of workers and realistic levers for workers to make 
improvements.”[vii]
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