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Despite growth in gross domestic product, corporate pro�ts, 
and the stock market over the past several years, American 
workers today capture a historically low share of those 
economic bene�ts. The labor share of income today is several 
percentage points lower than the postwar average and, after 
adjusting for in�ation, median compensation today is only 
about 10 percent higher than in the mid-1970s.
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THE CHALLENGE:
AMERICAN WORKERS AREN’T FULLY BENEFITTING  
FROM ECONOMIC GROWTH

3

WORKERS’ SHARE OF ECONOMIC GROWTH IS HISTORICALLY LOW.

WAGE STAGNATION HAS WORSENED WORKERS’ RETIREMENT SECURITY. 
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THE GOAL:
PROVIDE MORE AMERICAN WORKERS A CHANCE TO SHARE  
IN THE PROFITS AND GROWTH OF THEIR EMPLOYERS
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THE PLAN:
EQUALIZE TAX TREATMENT FOR EMPLOYEE-OWNED 
BUSINESSES TO ENCOURAGE WIDER SPREAD OF THIS MODEL  
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and 64.23 Another 19.6 percent are over age 65, and more than half of the youngest 
companies are owned by individuals over age 45.24 When asked about their exit 
strategy, selling to employees is low on the list—14 percent say they will simply walk 
away, and nearly one-third have no exit strategy. Alarmingly, the businesses whose 
owners have no exit strategy employ the largest number of people.25 Facilitating the 
sale of S corporations to ESOPs will give business owners a stronger exit strategy 
option, and help businesses stay in their communities.

adopting an ESOP will create broader awareness of this option for businesses, 

Congress should extend IRC 1042 to S corporations. This will continue to expand the 

C corporations. Additionally, S corporations with ESOPs (known as S-ESOPs) have 

and stronger retirement holdings for employees.26 S-ESOPs are also more likely to 
offer additional retirement plans than other businesses are to offer any retirement 

workers and business owners. 

Such a change was proposed in bipartisan legislation introduced in the Senate in 
January 2019 at the beginning of the 116th Congress: the Promotion and Expansion 
of Private Employee Ownership Act would allow S corporations to defer tax upon 
transition to an ESOP. Sponsored by Sens. Pat Roberts (R-KS) and Ben Cardin  
(D-MD), the bill has attracted 24 co-sponsors from both sides of the aisle. In the 
House, in 2017, similar legislation was introduced by Reps. Dave Reichert (R-WA) 
and Ron Kind (D-WI).

American workers have endured wage stagnation for too long. They deserve a larger 
share of the growth they help create. ESOPs help deliver that, and they help drive 
greater business productivity in the process. At the same time, ESOPs increase 
retirement security, and making their adoption easier will be good for business 
owners, too.
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