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The measurement 

In the second quarter of 2026 the wealthiest 1% of American households held 32.5% of household net worth, the 

highest share in the Federal Reserve's quarterly record and 14 times the share of the poorer half. They held 50.9% of 

the corporate equities and fund shares that households own outside defined-contribution pensions. Tax-based 

estimates place the top 1% higher still, at 40.1% (Blanchet, Mouillet, Saez, and Zucman). 

Why it concerns the owners of capital 

The paper argues that concentration on this scale erodes the growth, credit, and political consent on which the returns 

to capital rest. On Walter Scheidel's survey, every major compression of inequality came through mass-mobilisation 

war, revolution, state failure, or lethal pandemic, and no peaceful reform has achieved one of comparable size. For 

an owner whose portfolio tracks the whole economy, that risk can be hedged in part but not diversified away. 

The proposal 

The SAVI Capital Model is designed to divide every dollar of a portfolio company's net profit, exit gains included, at 

the top of the waterfall: half to the people who work there, in equal shares and in addition to salary, and half to the 

capital that financed them. No one's total pay may exceed 15 to 20 times that of the lowest-paid full-time worker; 

inside that range the company, its industry, and the market set each role's pay. Above five times investors' 

contributions, every further financial-side distribution passes to the institution's own non-profit arm. The Fifteen 

Compact is the public counterpart: one contribution on profit after the workforce's share, from 1% to a ceiling of 15%, 

offered first as an opt-in pilot with Argentina as the worked case. 

The price, stated in advance 

In the paper's illustrative fund, a portfolio earning five times its cost returns investors 3.84 times net under 

conventional terms and 2.38 times under the Model. No study yet tests sharing at half of profit. The pilots exist to 

measure it. 

What we ask 

Who The first step, available this year 

Asset managers 
Commit one vehicle or sleeve to the Model and join the coalition for the 

Compact. 

Chief executives 
Adopt the Four Tenets under your own name and publish a verified annual 

Tenet Report. 

Universities Co-design a pre-registered evaluation and control its data and publication. 

Governments 
Legislate an opt-in pilot with a stability clause and published expansion 

triggers. 

Our role 

The role we claim is that of an advisor: we bring the design and the research, report what the evidence shows, and 

implement no change in capital markets or tax codes. We offer the Four Tenets and The Fifteen Compact as an open 

standard, free of licence, and commit to write the Model's terms into every fund The SAVI Group raises from this 

point, open to independent evaluation, favourable or not. 

Santiago Vitagliano, Founder, Chairman, and Chief Executive Officer, The SAVI Group 

Correspondence through the inquiry form at thesavigroup.com/inquiry. 

https://thesavigroup.com/inquiry/
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Abstract 

In the second quarter of 2026 the wealthiest 1% of American households held 32.5% of household net 

worth, the highest share in the Federal Reserve's quarterly record and 14 times the wealth of the entire 

poorer half of the country. This paper argues that concentration on that scale erodes the growth, credit, 

and political consent on which the returns to capital rest, a claim that cross-country associations, national-

accounting evidence, and calibrated models support, each with limits the paper states. Walter Scheidel's 

survey of recorded history finds that every major compression of inequality came through mass-

mobilisation war, revolution, state failure, or lethal pandemic, and that no peaceful reform has achieved 

one of comparable size. 

The SAVI Capital Model is designed to divide every dollar of a portfolio company's net profit, exit gains 

included, at the top of the waterfall, half to the people who work there in equal shares and half to the 

capital that financed them. Chief executive pay is capped at 15 to 20 times the lowest-paid worker, and 

once investors have received five times their contributions, every further financial-side distribution passes 

to the institution's own non-profit arm. The Fifteen Compact is its public counterpart, a single contribution 

levied on profit after the workforce's share, rising in bands from 1% to a ceiling of 15%, offered first as an 

opt-in pilot with Argentina as the worked case. The SAVI Group offers its own funds as the first test cases 

and asks universities to evaluate the pilots, asset managers to commit a vehicle, and governments to 

legislate an opt-in regime. 
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Executive summary 

In the second quarter of 2026 the wealthiest 1% of American households held 32.5% of the nation's 

household net worth, the highest share the Federal Reserve has recorded since its quarterly series began 

in 1989, when it stood at 22.8%. Since the third quarter of 2024 that 1% has held more in every quarter 

than the 40% of households in the middle of the distribution, who now hold 28.8%. Its $60.3 trillion is 14 

times the $4.3 trillion held by the poorer half of all households, whose share has fallen from 3.5% to 2.3%. 

Inside that 1%, the top 0.1% alone, one household in a thousand, holds 15.0%, against 8.6% in 1989. Its 

share rose by three-quarters while the share held by half the country fell by a third. These figures come 

from the Federal Reserve's Distributional Financial Accounts, whose estimate for the top 0.1% sits below 

both tax-based wealth series this paper cites in each year compared. They are the conservative reading. 

The tax-based estimates put the gap wider still. The real-time series of Thomas Blanchet, Léon Mouillet, 

Emmanuel Saez, and Gabriel Zucman, updated on September 29, 2026, counts households as they file 

income taxes. On that series the top 1% holds 40.1% of household wealth and the top 0.1% holds 23.1% 

(Blanchet et al. 2022; Realtime Inequality 2026). On the same series the 400 wealthiest households hold 

$8.1 trillion, about 26 times the $0.3 trillion that the poorer half, some 96 million households, holds net of 

its debts. 

The concentration is sharper in the claims on productive enterprise. In the second quarter of 2026 the same 

top 0.1% held a quarter of the corporate equities and mutual fund shares that American households hold 

outside defined-contribution pension plans, against 14.6% in 1989. For the asset managers who will read 

this paper, the figure describes the household owners at the end of the chain of claims they manage. Shares 

held inside pension plans and by insurers, endowments, and foreign investors sit outside it. 

The rise in the top share was not offset mainly by a fall at the bottom, where the poorer half held little to 

begin with. Between the third quarter of 1989 and the second quarter of 2026 the households between 

the 50th and 90th percentiles, the broad middle of the distribution, saw their share of household net worth 

fall from 35.7% to 28.8%. That fall was larger than the entire rise in the share of the top 0.1%. The location 

of the fall matters for the argument that follows. Part II examines the demand and the political consent this 

middle supplies as conditions of the returns to capital. 

This paper argues that concentration on this scale matters to the owners of capital as much as to anyone, 

because the evidence associates it with weaker conditions for their returns. In an International Monetary 

Fund staff note covering about 156 economies from 1980 to 2012, Dabla-Norris and coauthors associate a 

one-point rise in the net income share of the top fifth with growth 0.08 points lower over the following five 

years, an estimate significant only at the 10% level. The same rise for the bottom fifth goes with growth 

0.38 points higher. Using US tax records, Mian, Straub, and Sufi find that the saving of the top 1% of 

households "financed much of the rise in middle-class borrowing before 2008 and the expansion of federal 

debt thereafter". Across 20 advanced economies from 1870 to 2014, Funke, Schularick, and Trebesch find 

that far-right parties gained vote share after systemic financial crises, a pattern absent after normal 

recessions. For a universal owner, whose portfolio is benchmarked to the economy it holds, each channel 
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runs back to its own returns, and in this paper's reading a risk of this kind can be hedged in part but not 

diversified away. 

History records how the large compressions of inequality came about. Walter Scheidel's survey of inequality 

across recorded history finds that every major compression came through one of four violent levellers: 

mass-mobilisation war, revolution, state failure, or lethal pandemic. He finds no peaceful reform that 

achieved comparable results. The late Roman Republic and the France of the 1780s are studied here for 

what their scholarship supports. Neither case shows that concentration alone causes collapse. In both, a 

distributional or fiscal pressure that the institutions of the day did not absorb was followed by a rupture of 

the political order. 

The timing rests on readings that Part IV sets out. Total public debt in the United States stood at about 

$40.1 trillion on September 29, 2026. The Congressional Budget Office projects debt held by the public to 

rise from 101% of gross domestic product this year to 120% by 2036, and the 30-year Treasury yield stood 

at 5.64% at the end of September. On Part IV's reading, the instruments that absorbed distributional 

tension for four decades, falling rates, imported disinflation, and public borrowing, now cost more than 

when the regime was built, or offer less. None of this predicts a crisis on a date. Together these readings 

narrow the room to postpone, which is the paper's case for choosing the form of the adjustment now. 

The SAVI Capital Model is a design for that adjustment inside the firm. Every dollar of a portfolio company's 

net profit, exit gains included, is divided at the top of the distribution waterfall, once invested capital has 

been returned to the financial side. Half goes to the people who work there, in equal shares per full-time 

employee. The other half goes to the capital that financed them, which then runs a conventional preferred 

return, catch-up, and carry. The chief executive is an employee, holds one share in the pool and is paid no 

more than 15 to 20 times the lowest-paid worker. Once the limited partners' cumulative net distributions 

reach five times their contributions, every further distribution from the financial side, the manager's share 

included, goes to the institution's own non-profit arm. 

The cost of the design falls on the investor, and it can be stated in advance. On the same companies, on 

identical fund terms and below the outperformance threshold, a Model fund pays its investors exactly what 

a conventional fund would pay at half the profit. In the worked example of Appendix C, a portfolio that 

earns five times its cost returns 3.84 times net to investors in a conventional fund and 2.38 times in a Model 

fund. In the same example $200 million reaches the people who work in the companies. The studies 

reviewed in Part VI find no measured harm to investment or productivity from profit-sharing at moderate 

scale. No study yet tests a 50% share, and producing that evidence is the purpose of the pilots this paper 

proposes. 

The Fifteen Compact is the public counterpart, on the view that an enterprise that has shared half its profit 

before tax has already done part of the redistributive work a tax system performs. The Compact rewards it 

with a single contribution, levied on profit after the workforce's share and rising in bands from 1% to a 

ceiling of 15% that the design allows no enterprise to exceed; the income taxes of its workers and investors 

share the same ceiling. In Argentina, the worked case, the World Bank's Doing Business 2020 measure for 

calendar 2018 (the series was discontinued in 2021 after a data-irregularities investigation) put taxes and 
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contributions at 106.3% of a standardised medium firm's commercial profit, of which the corporate income 

tax accounted for 3.57 points. INDEC put labour informality there at 45.0% in the second quarter of 2026. 

On the Appendix D model, the personal burden of a registered employee at the median wage would fall 

from 17.0% of gross pay to 0.3%. At full scale the Compact would shift functions from the state to the 

enterprise, so it begins as a bounded, opt-in pilot that expands only as published evidence allows. 

A commitment that management can revise is a policy. One that only a supermajority of investors can 

amend, and that outsiders verify every year, is designed to bind as a contract, subject to the governing law 

and to counsel's review. The Model's terms are written to sit in the protected zone of the fund agreement, 

where the Institutional Limited Partners Association's Principles 3.0 (2019), which are guidance and not 

law, recommend that amendments require both the manager's consent and a supermajority in interest of 

the investors. Employees are not parties to that agreement, so the design gives their claim to an Employee 

Trust, which holds a special class of share in each portfolio company and a direct right of action for the 

terms that Appendix B sets out in B2 to B7 and B10. The outperformance threshold and the non-profit arm 

(B8) are enforced by the Designated Non-Profit Arm, named in the fund agreement as an intended third-

party beneficiary of that covenant. Each adopting enterprise publishes an annual report against the Four 

Tenets, checked by accredited independent verifiers who rotate among clients, and Part VII sets out the six 

obligations of the Compact Charter, the self-policing regime whose final sanction is loss of the regime and 

repayment of the tax relief received. 

The Compact is designed to grow beside the existing system, which winds down as its population ages out. 

Enterprises adopt the standard voluntarily before any law exists, a host jurisdiction then enacts an opt-in 

pilot, and the regime widens only as published indicators of formal employment, net public revenue, and 

service quality are met. The transition is designed so that no one is moved across against their will and 

rights already earned are honoured. Pension rights accrued before a worker joins a Compact Enterprise 

would become indexed recognition bonds on the model Chile used from 1981, while current retirees 

remain financed by the old system's own revenue. That provision is a constraint rather than a courtesy. On 

the Appendix D model, the pension share of the payroll contributions a covered Argentine firm would stop 

paying exceeds the whole of its Compact contribution, so the bridge must sit outside the 15% ceiling. 

The paper names its strongest critics beside its sources. It anchors on the Federal Reserve series, the lowest 

of the three wealth estimates it compares for the top 0.1%, and names the economists who argue that the 

level or the rise is smaller than the headline series suggest. It sets the evidence that buyout funds have 

beaten public markets beside the evidence that they have merely matched them. It also reports the finding 

of Barber, Morse, and Yasuda that impact venture funds have earned lower returns than traditional venture 

funds. The largest gap in its own case is stated without qualification: the evidence on profit-sharing covers 

transfers of about a tenth of pre-tax profit, and no study tests half. Part XI takes the twelve strongest 

objections in turn and concedes, for each, the limit that remains. 

The SAVI Group cannot make this change alone. The firm offers the design, the research behind it, and its 

own vehicles as the first test cases. It asks universities to evaluate the pilots independently and to publish 

what they find. It asks asset managers to commit one vehicle to the Model, and governments to legislate 
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an opt-in regime with published expansion triggers. The role The SAVI Group claims is that of an advisor, 

and its first commitment is to publish what the pilots show, whichever way the evidence falls. 

A note on authorship and interest 

The SAVI Group designed The SAVI Capital Model, operates funds that would apply it, and would benefit if 

it were adopted. The Fifteen Compact is offered as an open standard that any enterprise may adopt under 

its own name, without licence. No argument in this paper rests on The SAVI Group's own performance, and 

no performance data is offered. The figures cited come from official statistics and peer-reviewed or 

institutional research, each identified in the text so that readers can check them. 

Notice 

This paper is a proposal for discussion and not an offer to sell, or a solicitation of an offer to buy, any 

security. Nothing in it represents past or future performance, and statements about the future are forward-

looking and uncertain. The terms of The SAVI Capital Model describe a framework The SAVI Group commits 

to write into its future fund documents; model terms appear in Appendix B. 
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Part I. The diagnosis: how concentrated capital has become 

In the second quarter of 2026 one household in a thousand held about a seventh of all American household 

wealth and about a quarter of the corporate equities and mutual fund shares that American households 

hold outside defined-contribution pension plans (Federal Reserve Board 2026). Every later part of this 

paper builds on that measurement. Part I therefore establishes it before drawing any conclusion from it. It 

proceeds in order: first the method, then the level and the trend, then the groups that lost the share the 

top gained, and finally the forms of capital that matter most to the readers of this paper. 

How the measurement is made 

Two families of estimates describe the top of the American wealth distribution, and the argument uses 

both. The Federal Reserve's Distributional Financial Accounts integrate two of the Board's own statistical 

products, the Financial Accounts of the United States and the Survey of Consumer Finances, and publish 

quarterly shares by wealth group (Federal Reserve Board 2026). They are official, published with their 

method and, at the very top, lower than the tax-based estimates set out below. The capitalisation method 

developed by Emmanuel Saez and Gabriel Zucman works from income tax returns instead, inferring wealth 

from the capital income it produces (Saez and Zucman 2014, 2020). 

The two approaches reach the very top by different routes, one through a survey sample and the other 

through assumptions about the rates of return that convert income into wealth. Matthew Smith, Owen 

Zidar, and Eric Zwick show that the richest households earn returns on fixed-income assets roughly 3.5 

times the average. Allowing for this lowers the estimated level of top wealth (Smith, Zidar, and Zwick 2023). 

Gerald Auten and David Splinter, working on income data, argue that after-tax top income shares have 

risen far less than the pre-tax series suggest (Auten and Splinter 2024). Their work is one side of a live 

dispute over how far top income shares have risen after taxes and transfers, and this paper treats it as such. 

This paper anchors its argument on the Federal Reserve series. In 2016, a year that all three wealth series 

cited here cover, the Federal Reserve's estimate for the top 0.1% sits below both the Smith-Zidar-Zwick and 

the Saez-Zucman estimates (Federal Reserve Board 2026; Smith, Zidar, and Zwick 2023). The argument 

therefore does not rest on the highest available number. Where the other series appear, they appear 

beside the anchor so that the spread of estimates is visible. At the latest readings the spread is wide. The 

real-time tax-based series of Blanchet, Mouillet, Saez, and Zucman, updated on September 29, 2026, places 

the top 1% of tax-filing households at 40.1% of household wealth and the top 0.1% at 23.1%, against the 

Federal Reserve's 32.5% and 15.0% for the second quarter (Blanchet et al. 2022; Realtime Inequality 2026). 

The Distributional Financial Accounts divide American households into five groups by wealth: the top 0.1%, 

the next 0.9%, the next 9%, the next 40%, and the bottom half. Their balance sheet counts owner-occupied 

real estate, consumer durables, pension entitlements, private businesses, and financial assets, net of 

mortgages, consumer credit, and other debts. One boundary in that balance sheet governs every equity 

figure in this paper. The series for corporate equities and mutual fund shares excludes the equities and 

fund shares that households hold through defined-contribution pensions, so it measures the stake 

households hold directly and through funds outside those plans (Federal Reserve Board 2026). The 

boundary matters most for the middle of the distribution: in the second quarter of 2026 the next 40% of 

households held 39.7% of defined-contribution pension entitlements but 11.4% of the equities and fund 
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shares held outside them. Retirement saving is reported in its own line, and this paper never folds it into 

the equity figures. 

The level and the trend 

In the third quarter of 1989 the top 1% of American households held 22.8% of household net worth. By the 

second quarter of 2026 they held 32.5% (Federal Reserve Board 2026). Over the same period the share of 

the top 0.1% rose from 8.6% to 15.0%, and the share of the bottom half moved the other way, from 3.5% 

to 2.3%. 

The path between those two dates is not a straight line. The bottom half's share fell to 1.7% at the end of 

2007, stood at the same level at the end of 2019, and has since recovered to 2.3% (Federal Reserve Board 

2026). That recovery is real and this paper reports it. It has not undone the longer movement, and at its 

present level the bottom half holds about two-thirds of the share it held in 1989. 

The century-long series place these movements within a longer trend. Across the full century, Saez and 

Zucman describe a U-shaped path: concentration "fell from 1929 to 1978, and has continuously increased 

since then." The rise, they find, is "almost entirely due to the rise of the top 0.1% wealth share, from 7% in 

1979 to 22% in 2012", a level almost as high as in 1929. Over the same span the share of the bottom 90% 

rose until the mid-1980s and then steadily declined (Saez and Zucman 2014). Their later series puts the top 

0.1% at 18.4% for 2016, and the top 1% at 38% of household wealth in 2018 (Saez and Zucman 2020). 

Smith, Zidar, and Zwick place the top 0.1% lower, at 15.7% in 2016. They state the implication without 

ambiguity: their correction "does not change the fundamental story for top wealth shares," and "wealth 

inequality is high and has risen substantially" (Smith, Zidar, and Zwick 2023). The estimates disagree about 

the level by several percentage points. They agree about the direction, and about the decades in which it 

has run. 

Why the trend persists is a separate question, and the answer Thomas Piketty gives carries its author's own 

caution. Piketty argues that when the rate of return on capital exceeds the growth of output and income, 

wealth accumulated in the past grows faster than output and wages, and the distribution of wealth diverges 

(Piketty 2014). He also warns that this relation is not "the only or even the primary tool" for explaining the 

changes of the twentieth century (Piketty 2015). This paper uses the relationship in that limited sense: 

where the return on capital exceeds growth, wealth accumulated in the past tends to outgrow income, so 

concentration persists unless something interrupts it. 
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Exhibit 1. Shares of household net worth by wealth group, United States, quarterly, third quarter of 1989 to second quarter of 
2026. Source: Federal Reserve Board (2026), Distributional Financial Accounts, data downloaded October 1, 2026. 

Where the gain came from 

A rising share at the top must be matched by falling shares elsewhere, whatever happens to wealth in 

dollars. Where the fall occurred shapes the rest of this paper's argument. Between the third quarter of 

1989 and the second quarter of 2026, the households between the 50th and 90th percentiles saw their 

share of household net worth fall from 35.7% to 28.8%. The next 9% of households slipped from 38.0% to 

36.4%, and the remainder of the top 1% rose from 14.2% to 17.5% (Federal Reserve Board 2026). The share 

lost by the broad middle exceeded the share gained by the top 0.1%. Read in that light, the concentration 

of the past four decades is less a story of a falling bottom share than of a falling middle share matched by 

a rising top share. 

The income record, a different measure, shows a similar division over a longer span. In testimony to the 

Joint Economic Committee, Melissa Kearney reported that family income for the poorest fifth of families 

grew 90% between 1947 and 1975, against 86% for the top 5%. Between 1975 and 2010 the same two 

groups recorded growth of 3.7% and 57% (Kearney 2014). At the two ends of the distribution that Kearney 

compares, the postwar decades delivered almost equal growth, and the decades since have not. Kearney's 

figures come from congressional testimony and stop in 2010; they enter here as a summary of a long record 

and carry no new estimate. 

The composition of the bottom half's balance sheet explains why its share stays so low and moves so 

sharply. In the second quarter of 2026 the poorer half of American households held 5.0% of all household 

assets and 29.5% of all household liabilities. Homes made up 46.9% of that half's assets and consumer 

durables a further 21.1%, while equities and fund shares held outside pension plans made up 3.6%. Its 

debts, mostly home mortgages and consumer credit, equalled 58.4% of its assets (Federal Reserve Board 

2026). A household whose balance sheet is mainly a house, a car, and the loans against them has little 
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direct exposure to rising equity values and is vulnerable when credit tightens. That asymmetry is one 

candidate channel from concentration to debt, and Part II examines it. 

Measured in dollars, the distance between the groups becomes concrete. The top 0.1% held $27.9 trillion 

of net worth in the second quarter of 2026, against $4.3 trillion for the entire bottom half of American 

households. In 1989 the top 0.1% held about 13 times as much in corporate equities and mutual fund 

shares as the bottom half. By 2026 the multiple had reached 43 times (Federal Reserve Board 2026, 

computed from the published levels). 

Productive capital is more concentrated still 

Wealth in the aggregate includes houses, pension savings, and bank deposits, which are spread relatively 

widely. The claims on companies that households hold directly and through funds outside pension plans 

are not. In the second quarter of 2026 the top 1% of households held 50.9% of the corporate equities and 

mutual fund shares that American households held outside defined-contribution pensions. The bottom half 

held 0.6% (Federal Reserve Board 2026). 

The top 0.1% alone held 14.6% of those claims in the third quarter of 1989, 24.6% in the third quarter of 

2025, and 25.0% by the second quarter of 2026. A group that holds a seventh of household wealth holds a 

quarter of the corporate equities and fund shares that households hold outside defined-contribution plans. 

Equity in private, unincorporated businesses, which the accounts measure separately, shows the same 

movement: the top 0.1% held 19.7% of it in 1989 and 28.5% in 2026. 

This figure connects the diagnosis to the asset managers reading this paper, within one boundary. The 

accounts measure households only, so equities held inside pension plans and by insurers, endowments, 

and foreign investors sit outside the figure. Among the households the accounts do measure, the claims on 

enterprise, and the returns those claims produce, accrue mainly to a small number of owners. 
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Exhibit 2. Shares of household net worth and of corporate equities and mutual fund shares, top 1% and bottom 50%, second 
quarter of 2026. Equities and fund shares held through defined-contribution pension plans are excluded. Source: Federal Reserve 
Board (2026). 

Pay at the top of the firm 

Executive pay shows a parallel rise. Among the 350 largest American firms by sales, realised chief-executive 

compensation rose 1,085% between 1978 and 2023, against 24% for a typical worker. On the same 

measure, the ratio of chief-executive to typical-worker pay moved from 21 to 1 in 1965 to 290 to 1 in 2023 

(Bivens, Gould, and Kandra 2024). The AFL-CIO, measuring the S&P 500 on a different basis, put the average 

ratio at 312 to 1 in 2025, excluding the outlier of Tesla (AFL-CIO 2026). 

The two measures cover different firms and define pay differently, and this paper names the measure each 

time it uses one. On the Economic Policy Institute's granted-pay measure, the ratio in 1965 stood at 15 to 

1. The ceiling of 15 to 20 times the lowest-paid worker proposed in Part V is therefore comparable in scale 

to the practice of America's largest companies in the mid-1960s. Its base is stricter, since the Economic 

Policy Institute compares chief executives with a typical worker and the Model compares them with the 

lowest paid. The same research finds that chief executives were paid nearly 10 times as much as the top 

0.1% of all wage earners in 2022 (Bivens, Gould, and Kandra 2024). 

The global picture 

Global estimates show a similar concentration. The World Inequality Report 2026 finds that in 2025 the 

global top 10% owned 75% of personal wealth and captured 53% of income, measured at purchasing-

power parity. The poorest half owned 2% of wealth (Chancel et al. 2026). The same report finds that the 

share of the top 0.001% rose from about 3.8% of global wealth in 1995 to nearly 6.1% in 2025. 



 

The SAVI Capital Model™: Reform Before Rupture 
White paper | Version 1.0 | October 2026 Page 12 of 110 

Private equity's own concentration 

The private-equity industry, to which The SAVI Group belongs, shows a related concentration in the fees its 

managers collect. Ludovic Phalippou finds that private-equity funds "have returned about the same as 

public equity indices since at least 2006," with net multiples implying a return of about 11% a year. The 

performance fees collected on funds raised between 2006 and 2015 are estimated at $230 billion, or $370 

billion if every vintage to 2015 is included. The number of private-equity multibillionaires, he reports, rose 

from 3 in 2005 to 22 in 2020 (Phalippou 2020). 

Phalippou's reading of returns is contested, and Part VIII sets it against evidence that buyout funds have 

outperformed public markets (Harris, Jenkinson, and Kaplan 2012). On either reading of returns, the 

performance fees that Phalippou estimates accrued to the industry's managers, the group from which his 

multibillionaires come. This paper states that record because its proposal is addressed to that industry, The 

SAVI Group included. 

What the diagnosis establishes 

The measurements in this part support a structural finding, not a moral one: in the United States, the claims 

on what capital produces are held in a rising proportion by a small and fixed share of households, and the 

World Inequality Lab's estimates show the same movement at the very top of the global distribution. The 

top 0.1%'s share of the claims on productive enterprise is larger still. Between 1989 and 2026 it rose by 

more percentage points than its share of net worth (from 14.6% to 25.0%, against 8.6% to 15.0%), though 

by a similar proportion. The net-worth share that the top 0.1% gained was offset mainly by the fall in the 

middle of the distribution, whose balance sheet holds homes, durable goods, and retirement accounts, 

with few direct claims on enterprise. Concentration of this kind describes who will receive what the system 

produces, and therefore who holds the largest financial claim on whether the system endures. Part II 

examines whether, and through which channels, the arrangement undermines the returns it concentrates. 
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Part II. Why concentration strangles itself 

Part I ended on a structural finding: concentration on this scale describes who will receive the returns the 

system produces, and therefore who holds the largest financial claim on its continuation. A reader who 

accepts the measurement may still treat it as a matter for tax policy or moral philosophy, outside portfolio 

construction. The same measurement also identifies where the claims that would lose value if the system 

weakens are concentrated. The top 0.1% of American households hold 25.0% of the corporate equities and 

mutual fund shares that households hold outside defined-contribution pension plans (Federal Reserve 

Board 2026, second quarter of 2026). If concentration damages the economy beneath those claims, much 

of the loss on them falls on the few who hold them, although workers, taxpayers, and pensioners bear 

losses of their own. This part asks whether such damage occurs, through which channels, and how strong 

the evidence for each is, in the terms an allocator already uses: growth, leverage, volatil ity, and political 

risk. 

A hypothesis in four loops 

The hypothesis of this part holds that concentration, at levels the literature has not located, may set off 

feedback loops that lower the returns on which concentrated capital holds its claims. A growth loop links 

more concentrated income to slower and shorter expansions. A labour-share loop links a falling share of 

output paid to work, and the related but distinct gap between productivity and typical pay, to the 

household income on which demand depends. A debt loop links the saving of the top to the borrowing of 

households and the state, and through that borrowing to financial fragility. A legitimacy loop links financial 

strain and unequal political influence to instability, which depresses investment. No study locates the level 

at which these economy-wide loops begin to bind, and this part claims none; the only measured threshold 

in the literature it reviews lies inside the firm, and the part closes on it. 

Each loop maps onto a line that already exists in a risk report. The growth loop bears on the durability of 

the expansions on which a diversified book's earnings depend. The labour-share loop bears on the revenue 

of every portfolio company that sells to households. The debt loop bears on the leverage in the system and 

on the frequency of the crises in which leverage plays a part. The legitimacy loop bears on the political risk 

premium, which the industry already prices for foreign jurisdictions; this part asks whether it belongs in the 

price of the home market too. 

The growth loop 

The International Monetary Fund's staff notes are the starting point on growth. In a cross-country analysis, 

Dabla-Norris et al. (2015) find that a rise of one percentage point in the net income share of the top 20% is 

associated with growth 0.08 points lower over the following five years, an estimate significant only at the 

10% level. The same rise for the bottom 20% goes with growth 0.38 points higher. Berg and Ostry (2011) 

examine how long expansions last, and in their estimates a 10-percentile fall in inequality lengthens the 

expected growth spell by 50%. The first note covers about 156 economies from 1980 to 2012; the second 

measures inequality by the Gini coefficient. 

Ostry, Berg, and Tsangarides (2014) test the objection that correcting inequality costs more growth than it 

restores, and find little evidence that redistribution harms growth "except in extreme cases". The note does 
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not show that redistribution raises growth. It removes one standard reason for believing that a less 

concentrated distribution must be bought with slower expansion. 

The principal counter-evidence on growth comes from within countries. In a panel of 45 countries observed 

in five-year periods from 1966 to 1995, Forbes (2000, 869) finds that inequality has "a significant positive 

relationship with subsequent economic growth", and she presents the result as a complement to a negative 

pattern across countries over longer spans. Barro (2000) finds that inequality "tends to retard growth in 

poor countries and encourage growth in richer places". The sign therefore depends on the estimator, the 

sample, and the income level of the economies studied. The horizon alone does not explain the difference, 

since the IMF quintile estimates also look five years ahead. The narrower claim this paper makes is the one 

the IMF notes support: in their broad cross-country samples, more concentrated income goes with slower 

growth and shorter expansions, while within-country estimates and richer economies can show the 

opposite sign. 

The IMF findings carry three further limits, stated once here. They are associations across countries. They 

concern broad measures of inequality, never the top 0.1% that Part I measured, and they leave reverse 

causation open, since crises and slow growth also change the distribution. A last qualification concerns the 

step from growth to returns. Across 16 countries from 1900 to 2002, Ritter (2005) finds that the correlation 

between compounded real equity returns and real per capita GDP growth is negative, at −0.37. Growth and 

shareholder return differ, so this paper reads the growth loop's reach into a portfolio mainly through the 

length and frequency of expansions, which bear on drawdowns and on the premium investors demand. 

The labour-share loop 

Across 59 countries from 1975 to 2012, Karabarbounis and Neiman (2014) attribute roughly half of the 

decline in the corporate labour share to the falling relative price of investment goods, which led firms to 

substitute equipment for workers. Autor et al. (2020) locate much of the American decline in a reallocation 

of activity toward large, high-markup firms with low labour shares, the superstar firms of their title, and 

report support for all seven predictions of that hypothesis. In the United States, Acemoglu and Restrepo 

(2021) find that task automation accounts for 50% to 70% of the change in the wage structure over four 

decades, a measure of inequality among workers. The Economic Policy Institute's series records the 

outcome for a typical worker: between late 1979 and mid-2026, net productivity rose 93.7% and the pay 

of a typical worker rose 32.7% (Economic Policy Institute 2026). Both rose. The gap between them is related 

to the fall in the labour share but is a distinct measure: it compares a typical worker's pay with net 

productivity, while the labour share compares all labour compensation with output. 

The strongest challenge to this account comes from Stansbury and Summers. Their 2019 study finds 

substantial linkage between productivity and pay. Over 1973 to 2016, a one-point rise in productivity 

growth goes with a rise of 0.7 to 1.0 points in the growth of median and average compensation. In their 

words, "productivity growth still matters substantially for middle-income Americans" (Stansbury and 

Summers 2019, 238). The gap in levels therefore needs another explanation. Their 2020 paper proposes 

the decline in worker power, which on their estimates is "large enough to be able to explain the entire 

decline in the aggregate labor share" (Stansbury and Summers 2020, 2). 
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These accounts partly compete and partly interact. On this paper's reading, the estimates for cheaper 

capital goods, dominant firms, and falling worker power, applied to the same decline, cannot all hold at full 

strength. Dominant firms may also be one channel through which worker power fell. This paper does not 

need to settle the contest. A contract between capital and labour cannot set the price of equipment or the 

reach of a dominant firm, but it can change how the profit those forces produce is divided. On this loop's 

evidence, the case for writing that division into a contract requires at least one condition, that some part 

of the gap reflects bargaining power, and the strongest counter-source here argues that a large part does. 

A chief investment officer will raise the obvious objection first: the decades in which the labour share fell 

were decades of strong returns on American equity. A falling labour share is, in the first instance, a transfer 

to shareholders. Greenwald, Lettau, and Ludvigson (2025) find that real per capita US equity value grew 

7.2% a year from 1989 to 2017. In their estimate, "40% of this increase was attributable to a reallocation 

of rewards to shareholders", largely at labour's expense, against 25% from economic growth (Greenwald, 

Lettau, and Ludvigson 2025, 1083). Returns of that kind cannot compound indefinitely: the labour share 

cannot fall without limit, and the contribution ends when the shift ends. Whether the households on the 

lower side of the gap sustain their spending from income or from credit is the question the third loop 

addresses. 

The debt loop 

The third loop connects concentration to leverage. Using US tax records for 1963 to 2019, Mian, Straub, 

and Sufi (2020) trace what they call the saving glut of the top 1% of American households since the early 

1980s. On their accounting, this glut "financed much of the rise in middle-class borrowing before 2008 and 

the expansion of federal debt thereafter". The surge in saving, they write, "does not boost investment or 

capital formation but instead funds dissaving elsewhere" (Mian, Straub, and Sufi 2020, 2). A companion 

paper turns the finding into a mechanism. In a two-agent overlapping-generations model, heavy household 

and government debt lowers aggregate demand and the natural rate of interest, and an economy can settle 

into what the authors call a debt trap (Mian, Straub, and Sufi 2021), a model result that this paper presents 

as one. 

Kumhof, Rancière, and Winant (2015) supply the historical pattern. The periods 1920 to 1929 and 1983 to 

2008 both exhibited a large rise in the income share of high-income households, a large rise in the leverage 

of low- and middle-income households, and an eventual financial and real crisis. In their model, calibrated 

to the three decades before the Great Recession, higher leverage and crises arise as the endogenous result 

of a growing top income share. The record documents the co-movement, and the model imposes a 

direction calibrated to that record. Summers (2014) counts distribution among the forces behind secular 

stagnation: "An increase in inequality and the capital income share operate to increase the level of savings" 

(Summers 2014, 69). 

Among the loop's empirical critics, Bordo and Meissner (2012) find across 14 advanced countries from 1920 

to 2000 "no evidence that a rise in top income shares leads to credit booms"; low interest rates and 

economic expansions are the reliable predictors. Using US household data for 2000 to 2012, Coibion et al. 

(2020) find that low-income households in high-inequality regions "accumulated less debt relative to their 

income than low-income households in lower inequality regions", which they read as credit supply tilting 
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toward the affluent. Both weaken the claim that inequality drives low-income households to borrow. 

Neither study examines Mian, Straub, and Sufi's separate accounting of where the saving of the top was 

absorbed, which after 2008 was increasingly the federal government. That shift moves much of the 

question of fragility from household balance sheets to the public one. 

Blanchard (2019) supplies the strongest objection to counting the debt side of this loop as a cost. If safe 

interest rates stay below growth, as in the past, public debt "may have no fiscal cost"; on his own account 

debt still reduces capital accumulation, may carry welfare costs, and remains exposed to shifts in risk 

premia, and the lecture disclaims any argument for more public debt. Two answers apply. His argument 

concerns the fiscal cost of public debt and leaves untouched the household-leverage channel through 

which Kumhof, Rancière, and Winant find crises arising. The premise that rates stay below growth over long 

horizons is also an empirical question, on which the long-term yields of 2026 bear. Cheap public debt lowers 

the cost of postponing an adjustment; it does not by itself show that none is needed. 

For an owner, the debt loop turns a distributional gap into a balance-sheet question. An institution that 

holds both the credit extended to borrowers and the equity of the companies that sell to them meets a 

crisis in the loop on both sides of its book at once. 

The legitimacy loop 

The fourth loop runs through politics: on the evidence below, concentration bears on political stability, and 

political uncertainty on the discount rate. Funke, Schularick, and Trebesch (2016) study 20 advanced 

economies and more than 800 general elections between 1870 and 2014. After a systemic financial crisis, 

far-right parties increase their vote share by about 30% relative to the pre-crisis share, within five years on 

the working paper's measure. Normal recessions show no such pattern. If the debt loop raises the odds of 

such crises, it raises the odds of a political cost that an ordinary downturn does not carry. In the working-

paper version of their study, which covers 70 countries from 1960 to 1985, Alesina and Perotti (1996) trace 

the next step: income inequality, by fuelling social discontent, raises socio-political instability, and that 

instability, by creating uncertainty, reduces investment. 

In the United States, Gilens and Page (2014) find that economic elites, proxied by the 90th income 

percentile, and organised business groups "have substantial independent impacts on U.S. government 

policy", while average citizens and mass-based interest groups have little or no independent influence 

(Gilens and Page 2014, 564). Two qualifications travel with the finding. The elites in the study are the 

affluent, a group far broader than the very rich. Ordinary citizens "often win the policies they want" when 

their preferences coincide with those of the affluent, as "more or less coincidental beneficiaries" (Gilens 

and Page 2014, 573). The inference this paper draws is its own, and it is a hypothesis. A policy process that 

responds weakly to the median citizen offers discontent fewer routine outlets, which may concentrate the 

pressure, when it comes, on the rules that govern property, tax, and contract. 

In a general-equilibrium model with supporting empirical tests, Pástor and Veronesi (2013) find that 

"political uncertainty commands a risk premium whose magnitude is larger in weaker economic 

conditions". Such uncertainty, they find, also makes stocks more volatile and more correlated. Their study 
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concerns political uncertainty in general, and its link to concentration is this paper's inference. For a capital 

owner the legitimacy loop would therefore act on prices before any rule changes. 

Structural-demographic theory works on the longest time scale of the sources in this part. In 2010 Peter 

Turchin wrote that "the next decade is likely to be a period of growing instability in the United States and 

western Europe" (Turchin 2010, 608). Two years later he extended a sequence of instability peaks around 

1870, 1920, and 1970 to a further peak around 2020. He presented that peak as a simple projection and 

not a scientific prediction (Turchin 2012). In his account, labour oversupply depresses living standards and 

also produces elite overproduction, more aspirants than there are elite positions to fill, one of three 

principles in his structural-demographic theory of instability (Turchin 2012). This paper treats a disorderly 

political correction as a possible outcome of high cost, and nothing in this part assigns it a probability or a 

year. 

Two surveys add attitudes to the record, and no more. In the 2026 Edelman Trust Barometer, the gap in 

trust between high- and low-income respondents in the United States is the largest of the 28 countries 

surveyed, at 29 points (Edelman 2026). In a survey of 5,522 Americans conducted in December 2005, about 

92% preferred an unlabelled pie chart to the actual distribution of American wealth. The authors built the 

preferred chart from Sweden's income distribution (Norton and Ariely 2011). Both record attitudes and 

preferences; neither records behaviour, and the paper weighs them accordingly. 

Shocks that widen the gap 

The shocks examined here landed unevenly and widened the gaps the loops feed on. In the COVID-19 

recession, the lowest-paying establishments and the lowest-wage workers had the steepest fall in 

employment and the most persistent losses (Dalton et al. 2021). Import competition from China explains 

about one-quarter of the decline in US manufacturing employment between 1990 and 2007, in the authors' 

main specification (Autor, Dorn, and Hanson 2013). In three model scenarios, an IMF staff note finds that 

the higher returns to capital the scenarios attribute to artificial intelligence raise wealth inequality, because 

high earners hold most assets (Cazzaniga et al. 2024). The triggers of the first two shocks lay outside the 

distribution of wealth, yet in both the losses fell hardest on wage earners. The AI result holds only under 

the note's scenario assumptions. 

One circuit, and what it means for an owner 

Each loop has its own evidence, and this part proposes, as a hypothesis, that they connect into one circuit. 

In that reading, a widening gap between productivity and pay thins the wage-financed demand on which 

growth depends. The saving of the top returns as household and public debt, which supports that demand 

for a time and, on the debt-loop evidence, raises the fragility of the system that carries it. A crisis of the 

kind in which leverage plays a part is associated with a shift of votes toward the extremes, and on Alesina 

and Perotti's evidence the instability that follows lowers investment and so growth. The connections are 

this paper's synthesis; no single study estimates the circuit whole. Exhibit 3 draws the circuit, names the 

sources behind each loop, and labels every arrow with the kind of evidence those sources supply. 
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Exhibit 3. Four loops through which concentration can lower the returns it concentrates. Each blue arrow carries the evidence label 
its sources support; the grey arrows, and the circuit as a whole, are this paper's synthesis. Sources: as named in the diagram; see 
Part II. 

If it operates as described, the circuit acts on the common base of earnings, credit, and consent from which 

claims on the economy are paid. Security selection, cross-border allocation, duration and inflation hedges 

can change the size of an exposure of that kind, but an owner whose portfolio is benchmarked to the 

economy it holds keeps the domestic channel. Hawley and Williams (2000, xv) define the universal owner 

as an institution that "holds in its portfolio a broad cross section of the economy". Its long-term return 

depends on the whole economy, so the costs one firm imposes on others land in its own portfolio. An 

owner of that kind therefore has a reason to act on the system that produces the exposure. Whether 

stewardship reduces it at lower cost than hedging is a question this paper does not test. 

What the evidence supports 

The evidence for the hypothesis is consistent in direction, with the exceptions the growth loop records, and 

weaker in identification: associations across countries and elections, a causal direction in the debt loop that 

comes from calibrated models, a projection its author declines to call a prediction, and two surveys. None 

of the studies measures the top 0.1% directly, and none tests what happens when concentration falls by 
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design inside a single economy. Several of the studies share authors, the regression studies face the 

problem of reverse causation, and the models depend on their calibration, so their agreement counts as 

convergence and falls short of independent confirmation. If a referee allowed only one loop to stand, the 

paper would keep the saving-glut evidence, which traces where the saving of the top was lent. That 

evidence carries measurement assumptions of its own but does not depend on a regression of growth on 

inequality. 

The claim that concentration is self-limiting has a specific meaning in this paper. If the loops lower growth, 

raise leverage, and erode consent as described, further concentration would raise the probability of lower 

returns on the concentrated claims, and this paper distinguishes three paths by which a correction can 

arrive. It can arrive through a crisis, as defaults and losses that fall on the holders of the claims or shift to 

the public balance sheet. It can arrive through politics, as rules written under pressure on terms the owners 

of capital do not fully set. Or it can arrive by contract, as a division of profit the parties change in advance, 

on terms they write and can price. The first two carry costs whose size and timing no owner controls; the 

third carries a first-order cost that can be stated before it is paid, together with second-order effects that 

remain unmeasured at this scale. 

A tipping point inside the firm 

One finding links the argument to the firm, where the Model operates. Studying 1,403 S&P 1500 companies 

over fiscal years 2018 to 2022, Afzali, Oxelheim, Randøy, and Vieito (2023) relate employee productivity to 

the ratio of chief executive pay to median employee pay, and their baseline estimate is negative. A non-

parametric estimate shows the relationship "nearly flat" below a ratio of about 40 and strongly negative 

above it, and the quintile estimates rank the fifth of firms with the lowest ratios as the most productive 

(Afzali et al. 2023, 16-17); the sample mean ratio is 193. The result comes from a single working paper, not 

yet peer-reviewed, on large companies over a window that includes the pandemic, and it observes existing 

firms without testing an imposed ceiling or the transition to one. In this working paper's non-parametric 

estimate, concentration inside the firm has a measurable threshold, the average sampled firm sits nearly 

five times above it, and the study detects no productivity cost at or below that threshold on either estimate. 

The study measures pay against the median employee, a more lenient base than the one Part V adopts, so 

it is consistent with a ceiling and leaves the level to be justified on other grounds. 

From mechanism to history 

Part II has described a mechanism and assigned it no date. Each loop is documented in its own literature, 

and each carries the qualification its authors attach to it. Read together, they describe a hypothesis about 

the risk of a system that narrows its own base of demand, credit, and consent as ownership concentrates. 

The studies above span decades at most, so what happens when such pressures accumulate over longer 

spans is a question for the historical record. Part III takes it up: the compressions of inequality that have 

actually occurred, the means by which each came, and whether any correction on that scale has yet arrived 

by design. 
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Part III. History's verdict: correction by design or by rupture 

Part II closed on three questions it handed to the historical record: which compressions of inequality have 

actually occurred, by what means each came, and whether any correction on that scale has yet arrived by 

design. The record answers the third with less comfort than either side of the modern debate expects. It 

does not show that concentration causes collapse. It shows something harder for a capital owner to dismiss: 

on Scheidel's survey, every major measured compression of inequality was driven by mass-mobilisation 

war, revolution, state failure, or plague, and no peaceful reform has achieved one at comparable scale. 

This part reads that record as scholarship, within the limits each case's own historians place on it. A 

disorderly correction appears here as a tail risk, never as a forecast, because the reader this paper 

addresses prices tail risks and discounts warnings. The argument moves from the general finding to three 

cases and one counter-case, then to the two frameworks that claim to explain the pattern. It ends on the 

question the record leaves open: whether a compression can be designed before the kind of shock that, 

on Scheidel's record, preceded every major one. 

What the record shows, and what it does not 

Walter Scheidel's survey of inequality from the Stone Age to the present is the central source for this part, 

and its finding is both narrower and stronger than it is usually taken to be. Across recorded history, he finds, 

every major compression of material inequality was driven by one or more of four violent ruptures (Scheidel 

2017). His own enumeration is exact: "Four different kinds of violent ruptures have flattened inequality: 

mass mobilization warfare, transformative revolution, state failure, and lethal pandemics" (Scheidel 2017, 

6). The finding concerns the compressions and says nothing about what caused the catastrophes. Scheidel 

does not argue that concentration brought on the wars or the plagues, and this paper does not say so 

either. 

The asymmetry he documents is the point. In his words, "There is no repertoire of benign means of 

compression that has ever achieved results that are even remotely comparable to those produced by the 

Four Horsemen" (Scheidel 2017, 9). He records modest exceptions, among them the fall in Latin American 

inequality during the 2000s, and finds none comparable in scale to the violent levellers. His second finding 

bears on this paper as directly as the first. On his reading the compressions were not durable: as the shocks 

abated their aftereffects faded over time, and inequality rose again. A reader who wants the debate the 

book provoked should begin with his own review of the scholarship published since it appeared (Scheidel 

2024). 

For a paper titled Reform Before Rupture, those two findings fix the burden of proof. The paper proposes 

that a compression of the kind history has produced only through rupture can be produced by contract, in 

advance, and sustained after the pressure that prompted it has passed. Nothing in Scheidel's record shows 

that this has been done, and the paper says so here so that no reader discovers it later. That burden is the 

reason the Model is specified as an enforceable term in Part V and offered for independent evaluation in 

Part XII. The same burden explains why the cases below are read for the manner of their corrections, which 

is what an owner of capital can act on, and never for a verdict on the present. 
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For an investor the distinction between cause and manner is practical. History cannot supply the probability 

that the present concentration ends in disorder, and this paper does not pretend that it can. What 

Scheidel's record supplies is an asymmetry in the manner. On his record every measured compression at 

scale came through mass-mobilisation war, revolution, state failure, or plague, events that can impose 

losses across asset classes and jurisdictions at once. Part II reported evidence that markets already price 

political uncertainty, in a risk premium that is larger when the economy is weak. A tail risk whose likelihood 

cannot be estimated and whose cost can reach the whole portfolio is one a universal owner has reason to 

reduce at its source, which is the argument Part II made from the other direction. 

The late Roman Republic: a land question that reform did not settle 

The best quantitative anchor for Roman inequality describes the imperial economy, which came after the 

Republic whose crisis concerns this part, and it has to be read with two cautions. Scheidel and Friesen 

estimate that in the Roman Empire the top 1.5% of households "controlled around one-fifth of total 

income" (Scheidel and Friesen 2009, 62). The income Gini coefficient under their two scenarios was 0.42 

and 0.44, figures that "fell right in the middle of a broad historical range" (Scheidel and Friesen 2009, 86). 

The first caution is that these figures measure income and say nothing about wealth. The second concerns 

the ceiling. An economy close to subsistence cannot sustain the inequality a rich one can, and the same 

authors estimate that actual Roman inequality "may have reached approximately 80 per cent of the 

theoretical maximum" (Scheidel and Friesen 2009, 87 n. 88). 

A coefficient that would place a modern economy in the middle of the international range placed Rome 

near the ceiling its surplus allowed. A comparison with the United States of Part I that ignored that ceiling 

would mislead. 

The Republic's crisis had many strands, and the one that concerns this paper is land, where its historians 

agree on the distress while disagreeing about its cause. On the traditional account, set out by Brunt, the 

long wars of the second century BC kept smallholders away from their farms. The yeomanry "fell into debt 

as a result of prolonged absence in the legions", holdings passed to larger owners, and the displaced "fell 

into the proletarian class" (Brunt 1971, 398, 75). Brunt is explicit about the political consequence. "This was 

the problem Tiberius Gracchus sought to solve" (Brunt 1971, 75). 

Nathan Rosenstein's revision keeps the distress and rejects the mechanism. From the demography of 

military service he argues that conscription did not empty the Italian countryside. The crisis Tiberius 

Gracchus addressed was, on his account, one of rural overpopulation and falling fortunes rather than a 

vanishing peasantry (Rosenstein 2004, 19, 25). 

The two accounts disagree about why Italian smallholders were in distress by 133 BC. They agree that the 

smallholders were. The attempt to address the distress through a redistribution of public land did not settle 

the question on either account. That attempt was the law of 133 BC, recorded by Appian (Civil Wars 1.7 to 

1.11) and Plutarch (Tiberius Gracchus 8 and 9) and studied by Roselaar (2010, chapter 5). The attempts 

that followed did not settle it either, and the Republic ended after a century of recurrent civil conflict. 

The limit on this case is the one its historians insist on. The claim concerns the political crisis of the Republic 

and says nothing about the fall of the Empire centuries later. Kyle Harper attributes that later decline to 
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climate and disease, holding that "Biological change was even more forceful than the physical climate in 

deciding the fate of Rome" (Harper 2017, 15). The thesis has drawn a three-part response from Haldon and 

colleagues (2018) and remains contested. 

A reader who hears in this part an argument that concentration brought Rome down has heard something 

the sources do not say. What the Republic supports is narrower, and sufficient for this paper. A 

distributional problem that reform did not resolve was followed by a century of civil conflict that ended the 

Republic, at a cost none of the reformers chose. The sources establish the order of those events, and the 

paper draws no causal line from the first to the second. No source in this part measures a compression of 

the distribution. The imperial economy that followed stood, on Scheidel and Friesen's estimate, near the 

most unequal its surplus allowed, so the Roman case records a rupture of the political order and no 

measured levelling. 

France in 1789: privilege and fiscal breakdown 

The France of the 1780s is the second case, and its scholarship is divided in a way that bears directly on this 

paper's question. The structural account is Sargent and Velde's. The monarchy, they write, "sustained 

institutions designed to constrain the king's revenues" (Sargent and Velde 1995, 475). In the years before 

1789 "the pressure not to default outran the government's ability to raise taxes", and the result was a run-

up of debt and interest payments (Sargent and Velde 1995, 475). 

The taille was "a direct tax of medieval origin from which the nobility was exempt" (Sargent and Velde 1995, 

483). Exemption by birth, offices that were bought and sold, and a war debt the crown had bound itself to 

honour were parts of one structure. In that structure the capacity to pay and the obligation to pay rested, 

in large part, with different people. On this account the exemptions were one part of the breakdown among 

several, and the paper does not present them as its single cause. The form the crisis took on Sargent and 

Velde's reading, interest payments that taxes could no longer match, is the form Part IV reads in the interest 

line of the United States budget. 

Jack Goldstone sets the same breakdown in a longer sequence. The French state failed in 1789, he argues, 

for the reasons that had produced the crises of the seventeenth century. "France was again thrown into 

crisis by the inability of its economy, its system of taxation, and its mechanisms of elite recruitment to cope 

with sustained population growth" (Goldstone 1991, 173). On this reading the fiscal order was one of three 

systems that could not absorb a demographic pressure, and his account places the breakdown in the three 

together. 

Eugene White's counter-view is the most direct challenge to the structural reading among the works this 

part has read, and the paper engages its argument as his abstract states it. White argues that the fiscal 

accomplishments of the regime's last two decades have been underrated (White 1989). Deficits, in his 

reading, "did not appear until the mid-1780s when earlier reforms and successful budget policies were 

abandoned by reactionary finance ministers" (White 1989, abstract). A severe crisis in 1788 and 1789 would 

have been unlikely, he concludes, had those policies continued. On his account the crisis was avoidable. 

The disagreement is what the case contributes to this paper. If Sargent, Velde, and Goldstone are right, the 

old regime's fiscal order could not correct itself within its institutions, and the correction came from outside 
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them. If White is right, a fiscal solution may have been available and was abandoned, and the rupture 

followed the reversal. His argument concerns fiscal policy and budget reform, and the paper does not read 

it as a designed compression of inequality. 

For this paper's purpose the two readings share one question: whether the fiscal adjustment could be made 

inside the institutions before the pressure outran them. Neither rests on the degree of inequality alone. 

Privilege and fiscal breakdown, together, are what the sources support, and no source here holds that 

inequality by itself brought down the monarchy. One further feature of the case travels into Part IX. The 

exemptions of the old regime were privileges of birth that the productive classes paid for. Part IX returns 

to that fact when it sets out why a lower rate under the Compact can be earned only by conduct open to 

any enterprise. 

Argentina: correction through the currency and the budget 

The third case is contemporary, and it shows one form a disorderly adjustment can take in an economy 

with a central bank, a bond market, and a statistical office. Argentina ran the sequence that Part IX examines 

in detail: fiscal deficits financed by money creation, inflation, and in its later episode official statistics that 

understated the damage. In 1989 the GDP deflator rose 3,046% (World Bank 2026). On February 1, 2013, 

the Executive Board of the International Monetary Fund issued a declaration of censure against Argentina 

over the quality of the consumer price index for Greater Buenos Aires and the GDP data it reported to the 

Fund, having found its remedial measures since September 2012 insufficient (International Monetary Fund 

2013). The Board lifted the censure on November 9, 2016, once it judged the consumer price index to be 

in line with international standards (International Monetary Fund 2016). 

The statistical correction did not end the economic one. In December 2023 the national consumer price 

index rose 25.5% in a single month (INDEC 2024a). In the first half of 2024 the national statistics institute 

counted 52.9% of persons in the 31 urban agglomerations it surveys as living below the poverty line (INDEC 

2024b). 

The Argentine sequence belongs in this part because the adjustment came without a revolution and 

without a war. It came through the unit of account. The budget and the currency carried the adjustment, 

and the official record itself fell short of the Fund's standard and stood under its censure for nearly four 

years. The case is offered as a rupture of the monetary order. Nothing in this part's record ties Argentina's 

deficits to the concentration of wealth, and the paper makes no such claim. Part IX returns to Argentina as 

the worked case for the Compact. 

The twentieth-century compression: a correction that was partly designed 

The counter-case is the one a careful reader raises first. Between the 1930s and the 1970s the advanced 

economies compressed their distributions of income and wealth, and they did so through deliberate 

institutions as well as through war. The American wage structure is among the best-measured instances of 

that compression. 

Goldin and Margo find that it "narrowed considerably during the 1940's", in the words of the working paper 

that became their 1992 article (Goldin and Margo 1991, 1992). For white men, the gap between the 
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ninetieth and tenth percentiles of log wages fell from 1.414 in 1940 to 1.060 in 1950. They assign part of 

the credit to the Second World War and the National War Labor Board. Much of it they assign to a rapid 

rise in the demand for unskilled labour during a decade in which the supply of educated workers was 

growing fast. The compression had an institution in it, and it also had a war and a labour market in it. 

Scheidel reads the same decades as the aftermath of the two world wars and counts the compression under 

the first of his four levellers, mass-mobilisation warfare (Scheidel 2017). This paper takes a middle position 

between the two readings. Reform was one cause of the compression among several, and the institutional 

contribution these sources name, a war labour board, was itself a creature of the war. Then the 

compression faded, as Scheidel's second finding would lead a reader to expect. Part I dates the turn to the 

late 1970s on the Saez and Zucman series and measures the rise since 1989 on the most conservative 

official series. 

The lesson for design follows from the sequence and from nothing else. On this paper's reading, a 

compression that follows a catastrophe inherits the catastrophe's politics, and the institutions built in its 

wake may hold only as long as the memory of the shock. A compression designed before the shock would 

have to supply by contract, by law, and by verification the durability that the shock supplied for a 

generation. That is the standard the rest of this paper sets itself, and it is a higher standard than any 

precedent examined in this part met. 

Exhibit 4. Four cases: the manner of the correction in each, its duration, and what its scholarship agrees on and disputes. Sources: 
as named in the table; see Part III. 

Case 
Manner of the 

correction 
Duration 

What the scholarship 

agrees on 
What it disputes 

Late Roman 

Republic 

Land reform 

attempted 

from 133 BC; 

civil conflict 

About a century 

of recurrent civil 

conflict, ending 

the Republic 

Italian smallholders were in 

distress by 133 BC; the 

land laws did not settle it 

(Brunt 1971; Rosenstein 

2004) 

Why: long military 

service and 

displacement 

(Brunt) or rural 

overpopulation 

(Rosenstein) 

France, 

1789 

Fiscal 

breakdown, 

then 

revolution 

The crisis of 1788 

and 1789 

Privilege and fiscal 

breakdown together; 

exemptions by birth 

(Sargent and Velde 1995; 

Goldstone 1991) 

Whether a fiscal 

solution was 

available and 

abandoned 

(White 1989) 
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Case 
Manner of the 

correction 
Duration 

What the scholarship 

agrees on 
What it disputes 

Argentina 

Through the 

currency and 

the budget, 

without 

revolution or 

war 

Recurrent; IMF 

censure of the 

price index for 

nearly four years 

from February 1, 

2013 

Deficits financed by money 

creation, then inflation 

(the GDP deflator rose 

3,046% in 1989; World 

Bank 2026) and, later, 

official statistics that 

understated it 

(International Monetary 

Fund 2013) 

The paper ties 

none of this to the 

concentration of 

wealth 

Twentieth-

century 

compression 

War and 

deliberate 

institutions 

together 

1930s to 1970s, 

then faded 

The American wage 

structure narrowed in the 

1940s (Goldin and Margo 

1992) 

How much was 

reform and how 

much war (Goldin 

and Margo 1992; 

Scheidel 2017) 

Two frameworks, held as frameworks 

Two bodies of theory claim to explain why the pattern recurs, and this paper uses both as vocabulary 

without resting on either. The first is structural-demographic theory, developed by Turchin and Nefedov in 

Secular Cycles and carried into Turchin's End Times (Turchin and Nefedov 2009; Turchin 2023). Its central 

term, elite overproduction, entered in Part II as more aspirants than there are elite positions to fill. Turchin 

counts it as one of three principles in the theory and calls it the most reliable predictor in the historical 

cases (Turchin 2012). 

What this part adds is his test on American data. From a database of 1,590 episodes of political violence in 

the United States between 1780 and 2010, among them riots, lynchings, and terrorism, he finds by spectral 

analysis a secular cycle, with a wave of instability in the second half of the nineteenth century, and over it 

an oscillation of about fifty years that produces the peaks Part II listed (Turchin 2012). The test is descriptive, 

and the theory supplies the explanation he offers for it. 

The second framework is Acemoglu and Robinson's. They read the same history as a contest between 

inclusive institutions, "those that allow and encourage participation by the great mass of people in 

economic activities", and extractive ones, "designed to extract incomes and wealth from one subset of 

society to benefit a different subset" (Acemoglu and Robinson 2012, 74, 76). They state the conclusion in 

one sentence. "Nations fail when they have extractive economic institutions, supported by extractive 

political institutions that impede and even block economic growth" (Acemoglu and Robinson 2012, 83).  

Neither framework is a law. Part II records Turchin's own caution about his best-known projection, and this 

part does not rest on it. What the two schools supply is a candidate mechanism for the asymmetry that 

Scheidel measures from the other end. Read at that level of generality, both locate the trouble in the claims 

of an elite: more aspirants than elite positions in Turchin's account, institutions built to extract from the 
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many in Acemoglu and Robinson's. The measurement of compression is Scheidel's, and the claims of this 

part stand or fall on it. 

What the record leaves open 

Five observations survive the cases above, each held to what its scholarship supports. In the three cases of 

rupture, a distributional or fiscal pressure that the existing institutions did not absorb was followed by a 

break in the political or monetary order, and what varied was the manner. Only the twentieth-century case 

produced the measured compression of inequality that Scheidel counts. The one case in which a scholar 

identifies a fiscal solution available in advance, White's reading of the French reforms in the regime's last 

two decades, is also a case in which that solution was abandoned. On that reading a fiscal policy that might 

have sufficed did not survive a change of ministers, which is a lesson about enforcement as much as about 

design. 

The compression of the twentieth century, the only large one in these cases that institutions helped to 

produce, followed the shock and faded as the shock receded. One modern form of rupture, in Argentina's 

case, ran through the budget and the currency and was measured in the unit of account. 

Read this way, the cases examined here offer no compression of inequality designed before the shock, and 

one fiscal solution, on White's reading of France, that may have been available in advance and was 

abandoned. That case is worth studying, and this paper has stated what it proposes to add: a compression 

written into the capital contract while the choice of manner is still open. Whether that choice is still open 

depends on the instruments that have postponed correction since 1980: falling interest rates, imported 

disinflation, a dominant reserve currency, public borrowing, and an expanding workforce. Part IV reads 

their present condition from the official series. 
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Part IV. The regime under strain: why the timing matters 

Part III ended on a choice of manner that remains open only while the instruments that postpone correction 

remain affordable, and this part asks what those instruments now cost. For four decades after 1980 the 

United States, the economy this paper measures, absorbed distributional tension without correcting the 

distribution. Falling interest rates made the borrowing of households and governments cheap, and 

imported disinflation held down the price of goods while pay lagged productivity on the series Part II  

reported. A dominant reserve currency let the United States borrow in its own money at scale, and an 

expanding workforce carried the obligations that borrowing created. On Part II's saving-glut estimate, the 

saving of the top 1% of American households financed much of the rise in middle-class borrowing before 

2008 and the expansion of federal debt thereafter. The window over which Part I measured the rise in 

concentration, 1989 to 2026, lies entirely inside that regime. 

The hypothesis of this part is that each of those five buffers is thinning at once, and that the cost of 

postponing reform is therefore rising. If that is so, the form of the eventual adjustment will be chosen under 

pressure unless it is designed beforehand. None of the readings below predicts a crisis on a date, and the 

argument does not need one. 

The fiscal position 

The first buffer was public borrowing, and its arithmetic begins with two numbers that are often confused. 

The paper keeps them apart. Total public debt of the United States stood at about $40.1 trillion on 

September 29, 2026 (United States Treasury 2026a). That figure includes the debt the government owes 

to its own trust funds. Debt held by the public excludes those intragovernmental holdings and is the 

measure the Congressional Budget Office projects. It stood at about $32.4 trillion on September 29, 2026 

(United States Treasury 2026a). 

The Congressional Budget Office projects debt held by the public at 101% of gross domestic product (GDP) 

in 2026 and 120% by 2036, above the record of 106% set in 1946 (Congressional Budget Office 2026). The 

deficit it projects is 5.8% of GDP in 2026 and 6.7% in 2036, against a fifty-year average of 3.8%. The record 

of 1946 was set at the end of the mobilisation that Part III's counter-case describes. 

The cost of carrying that debt has crossed a threshold whose wording matters. For fiscal year 2025 the 

budget line for net interest came to $970 billion (Committee for a Responsible Federal Budget 2025). On 

the Congressional Budget Office's other measure, as the Committee reports it, spending for net interest 

payments on the public debt surpassed $1 trillion for the first time in that year. The two figures measure 

different things, and the paper reports both in preference to the rounder one alone. The meaning for this 

paper's argument lies in the direction. A state that borrowed to absorb distributional tension now pays 

more each year for having done so, and that payment competes with the other uses of public money. 

The price of money 

The second buffer was the price of money, and the long end of the market has stopped following the short 

end. Between September 2024 and December 2025 the Federal Open Market Committee lowered its target 

range by 175 basis points across six decisions, one cut of 50 basis points followed by five of 25 (Board of 

Governors of the Federal Reserve System 2026). Over the same window the 30-year Treasury par yield rose 
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by 0.88 percentage points, from 3.96% on September 17, 2024, the day before the first cut, to 4.84% on 

December 31, 2025 (United States Treasury 2026b). On May 19, 2026 it reached 5.18%, its highest level 

since July 2007, and on September 30, 2026 it stood higher still, at 5.64% (United States Treasury 2026b). 

On September 16, 2026 the Committee raised its target range by 25 basis points, to 3.75% to 4%, its first 

increase since the easing began in September 2024 (Board of Governors of the Federal Reserve System 

2026). 

The inflation record sits behind those rates, and the official series are specific about it. The consumer price 

index for all urban consumers rose more than 2% year on year in every published month from March 2021 

to June 2026 (United States Bureau of Labor Statistics 2026a). That span covers 64 calendar months and 

63 published readings, because the figure for October 2025 was never published. The Federal Reserve 

defines its 2% objective on the personal consumption expenditures index, so the consumer price series is 

a proxy for the target and the paper labels it as one. 

The reading a long-horizon owner takes from these series is modest and sufficient. The policy rate fell for 

fifteen months and the price of long-dated public borrowing rose over the same months, and the easing 

has since begun to reverse. The state's capacity to absorb distributional tension by borrowing depends in 

part on what long-dated borrowing costs, and that cost has moved against it. 

Exhibit 5. The readings behind this part. Sources: Board of Governors of the Federal Reserve System (2026); United States Treasury 
(2026b); Congressional Budget Office (2026). 

Reading Value Date Source 

Federal funds target 

range, easing 

Lowered 175 basis points 

in six decisions (one of 50, 

five of 25) 

September 2024 to 

December 2025 
Federal Reserve 

Federal funds target 

range, first increase 

Raised 25 basis points, to 

3.75% to 4% 
September 16, 2026 Federal Reserve 

30-year Treasury par 

yield over the easing 

window 

Up 0.88 percentage 

points, 3.96% to 4.84% 

September 17, 2024 

to December 31, 

2025 

U.S. Treasury, Daily 

Treasury Par Yield 

Curve Rates 

30-year Treasury par 

yield 

5.18%, highest since July 

2007 
May 19, 2026 

U.S. Treasury, Daily 

Treasury Par Yield 

Curve Rates 

30-year Treasury par 

yield 
5.64% September 30, 2026 

U.S. Treasury, Daily 

Treasury Par Yield 

Curve Rates 

Debt held by the public 

101% of GDP (2026); 

120% (2036 projection); 

record 106% (1946) 

February 11, 2026 

projection 

Congressional Budget 

Office 
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Reading Value Date Source 

Federal deficit 

5.8% of GDP (2026); 6.7% 

(2036); fifty-year average 

3.8% 

February 11, 2026 

projection 

Congressional Budget 

Office 

Blanchard's counterweight 

The strongest argument against reading those rates as a constraint is Olivier Blanchard's, and the paper 

states it in his terms. In the lecture published as his 2019 article he argued that, "If the future is like the 

past", debt rollovers "may well be feasible", and that, "Put bluntly, public debt may have no fiscal cost" 

(Blanchard 2019, 1197). 

Four qualifications travel with the claim, and he supplied them himself. The conclusion is conditional on the 

future resembling the past. Even without a fiscal cost, "public debt reduces capital accumulation, and may 

therefore have welfare costs" (Blanchard 2019, 1197). The lecture also weighs the risk of multiple equilibria, 

in which a rise in the risk premium on debt can make a sustainable position unsustainable. He stated, finally, 

that the purpose of the lecture was not to argue for more public debt (Blanchard 2019). 

The paper does not dismiss the argument; it reads the condition. Blanchard's result rests on a safe interest 

rate below the growth rate. The paper does not compute that comparison, which depends on the maturity, 

the horizon, and the deflator chosen, and a nominal 30-year yield cannot answer it alone. The readings 

above show only that the long nominal safe rate, at 5.64% after rising through a fifteen-month easing cycle, 

has moved in the direction that makes the condition harder to meet. Blanchard's own multiple-equilibria 

caveat bites hardest when the rate moves that way, and the paper does not claim that the condition has 

failed. 

Whether the future resembles the past on which his argument rests is now an open empirical question, 

and an argument for designing the adjustment in advance needs nothing stronger than that. A design 

adopted while the question is open is made while the choice of manner is still available. 

The reserve system 

The third buffer is the dollar's position, and the paper describes its movement as diversification at the 

margin and nothing more. The dollar's share of global official reserves was 56.70% in the second quarter of 

2026 on the International Monetary Fund's reserve-composition survey, which now reports on a single full-

coverage basis (International Monetary Fund 2026). Earlier comparisons that set a share from 2001 

measured on one basis against a recent share measured on another overstate the decline, and the paper 

does not use them. The dollar remains the dominant reserve currency. No series in this paper's record 

suggests otherwise. 

Two movements at the margin are nonetheless real. Central banks bought more than 1,000 tonnes of gold 

in each of the three years from 2022 to 2024, and the World Gold Council records 2024 as "the third 

consecutive year in which demand surpassed 1,000t" (World Gold Council 2025). In 2025 they bought 863 

tonnes, purchases the Council describes as "historically elevated and geographically widespread" though 

slower than their recent pace (World Gold Council 2026). China's holdings of United States Treasury 
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securities fell from $1,316.7 billion in November 2013 to $653.3 billion in March 2026, a decline of 50.4% 

and the lowest level since the autumn of 2008 (United States Treasury 2026c). Neither movement ends the 

dollar's role. The first records official demand for a reserve asset outside the dollar, the second a single 

holder's demand for Treasury securities, and together they describe, at the margin and among some official 

holders, a smaller appetite for the asset on which the fiscal position above depends. 

Goods, minerals and people 

The fourth buffer was imported disinflation, and the globalisation of goods trade that supplied it has, on 

one reading, gone into reverse. Subramanian, Kessler, and Properzi describe a new era "characterized by 

the deglobalization of goods and the slower yet persistent globalization of services" (Subramanian, Kessler, 

and Properzi 2023). The International Monetary Fund's staff warn of "policy-driven geoeconomic 

fragmentation" (Aiyar et al. 2023). Its effects, they expect, would run through trade, migration, capital 

flows, technology diffusion, and the provision of global public goods. In the International Energy Agency's 

words, "A single country is the dominant refiner for 19 out of 20 energy-related strategic minerals, with an 

average market share of around 70%" (International Energy Agency 2025). 

A buffer that depended on cheap goods from an open trading system weakens as the system fragments. 

The concentration the Agency records was built inside the integrated system, and on this paper's reading 

it would become a point of exposure if that system divides. Part II recorded what that same openness cost 

American manufacturing employment. The buffer was never free, and it is now also smaller. 

The last buffer is demographic. The expansion of the labour force on which the post-1980 debt regime 

relied is slowing as populations age. An OECD working paper finds that longer working lives "could mitigate, 

but not completely offset, the negative effects of ageing on employment" (André, Gal, and Schief 2024). 

The same study notes that ageing today "largely reflects past fertility, longevity, and migration 

developments" and that policies "have moderate or delayed impacts on population ageing". This buffer 

cannot be rebuilt quickly by any government that wants it back. A working population that grows more 

slowly than the retired one carries a larger stock of debt and more retirees at once. On this paper's 

hypothesis, the political demand for redistribution grows with both. 

What the readings say together 

None of these readings predicts a crisis, and the paper would not trust one that did. Read together they 

say something more useful to a long-horizon owner. The instruments that absorbed distributional tension 

after 1980 (rate cuts, public borrowing, a dominant reserve currency, imported disinflation, and an 

expanding workforce) each cost more today than when the regime was built, or offer less. Each reading 

comes from the official or institutional series that measures it, and each points the same way, with a 

strength that differs from series to series. 

A government that meets the next distributional shock with the same instruments would, on present 

readings, pay more for them than its predecessors did. A government that cannot afford them is likely to 

choose the form of adjustment under pressure, which is how the corrections in Part III's cases of rupture 

arrived. The Argentine case there shows what one state reached for when its buffers were gone. Each 
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instrument had a payer, and Part II named two of them: the middle-class households whose borrowing the 

saving of the top financed, and the manufacturing regions that absorbed import competition. 

The argument can be tested, and the paper states the conditions. If the safe interest rate falls durably 

below the growth rate on the measure Blanchard uses, if inflation returns to target and stays there, and if 

debt held by the public stabilises as a share of output, the case for urgency weakens. The case for the design 

itself rests on Parts I, II, and III, and none of those conditions touches it. That is the strongest claim this 

paper makes about timing, and it is deliberately modest. The cheapest moment to choose the form of an 

adjustment is before events narrow the choice, and the series above record the narrowing in progress. The 

SAVI Capital Model is a form that can be chosen now, by contract, in the documents of any fund that adopts 

it, and Part V specifies it term by term. 
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Part V. The SAVI Capital Model: the specification 

Part IV closed on a choice. The instruments that absorbed distributional tension after 1980 each cost more 

today than when the regime was built, and the cheapest moment to choose the form of an adjustment is 

before events narrow the choice. Part V specifies, term by term, one form designed to be adopted now by 

contract. 

The SAVI Capital Model divides every dollar of a portfolio company's net profit into two equal pools before 

any conventional distribution runs, half to the people who work there and half to the capital that financed 

them. It adds a ceiling on the pay ratio inside the company, a stewardship duty with consequences, and an 

outperformance threshold above which further returns leave the fund for the institution's own non-profit 

arm. The pages that follow specify each term precisely enough to be drafted as a contract, because a design 

that cannot be drafted cannot be tested. The arithmetic is in Appendix C, and the status of the terms is 

stated at the outset. The SAVI Group commits to write these terms into every future fund document; the 

draft clauses are in Appendix B. They are model terms labelled as such, and no claim in this part rests on 

an executed agreement. 

One dollar, two pools 

The defining mechanic is a division at the top of the waterfall. Every Profit Dollar of a financed company, 

defined in the next section, is split before the preferred return, before the manager's catch-up, and before 

carried interest: 50% to the Human Capital Pool and 50% to the Financial Capital Pool. The employees' claim 

on the Human Capital Pool is held through the Employee Trust described below, which pays the pool to 

them in equal shares, in addition to salary and never in place of it. The Financial Capital Pool goes to the 

fund and runs through a conventional limited-partner and general-partner waterfall whose terms are fixed 

below. One sentence states the relationship between the two halves exactly, and the paper never states it 

more generously: the waterfall's proportions are unmodified; its base is half the profit. An investor reads 

that sentence as a cost, and Part VIII prices it. 

Invested capital is not profit and is never divided. When a company is sold, the fund's invested capital in 

that company returns to the Financial Capital Pool first, and only the gain above it is a Profit Dollar. The 

distinction matters because the Model is applied through growth equity, where a large part of the return 

can arrive at exit. The worked example of Appendix C assumes that a quarter of the total profit arrives as 

annual net income over five years and three-quarters as gain on sale, and both are divided on the same 

terms. The split is an assumption, and the outperformance threshold's trigger does not move when the 

appendix varies it. 
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Exhibit 6. The division at the top of the waterfall. Source: Appendix B, sections B2 to B4 and B8. 

What counts as profit, and when it is divided 

The first question counsel asks of any profit-share is what "profit" means, and the Model answers it in two 

parts. For the operating years, Net Profit means the company's audited net income for the fiscal year, 

measured before any distribution to stockholders and before the Human Capital Pool itself. After the 

annual audit the company pays half of that figure to the Employee Trust, which distributes it to the year's 

employees. For the year of a sale, Exit Gain means the proceeds the fund receives on disposing of its 

interest, less the fund's invested capital in that interest. The fund pays half of the gain to the Employee 

Trust before its own waterfall runs, and the Trust distributes it among the employees of the year of disposal. 

A Profit Dollar is each dollar of either. 

Appendix B refines the exit measure so that both annual income and exit gain are divided and each Profit 

Dollar is divided once. Each year's profit was divided in the year it was earned. The fund's half that the 

company kept instead of paying out, its Retained Financial Earnings, returns to the Financial Capital Pool 

beside invested capital and is subtracted from the exit gain before the split, so it is not divided again when 

it reappears in the sale price. 

Two consequences follow from counting exit gains, and both are intended. The pool cannot be hollowed 

out by a company that reinvests its earnings for five years and is then sold at a multiple, the path the worked 
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example treats as the main one. And the employees' claim on the gain and the investors' claim mature on 

the same event and are paid from the same proceeds. The exit date is still not neutral between them, 

because the preferred return compounds with time and the employees' share carries no hurdle. The 

manager decides the date, as in any fund, after written notice to the Employee Trust and a good-faith 

consultation, and the Trust has no veto (Appendix B); the pilots measure whether the two preferences 

diverge in practice. 

Appendix B gives the exit payment two drafting routes. The default is a contractual payment from the fund, 

taxed to employees as compensation when the Trust distributes it. The alternative is a class of company 

equity issued to the Trust at acquisition and entitled to half of any value above the fund's cost. That route 

is designed to rely on the compensatory-plan exemption of Rule 701 and needs securities and tax counsel's 

review before use. 

Who shares, and in what proportion 

Eligibility is defined by the payroll and not by rank. Every person on the company's payroll during the fiscal 

year is an Eligible Employee, the chief executive and the other executives included. A full-time employee 

employed for the whole year holds one share, and so does the chief executive. A part-time employee holds 

the fraction of a share that contracted hours bear to full-time hours, and a joiner or leaver holds the fraction 

that days employed bear to days in the year. Independent contractors are excluded, with one anti-

avoidance rule. A natural person who works for the company on an exclusive or substantially full-time basis 

for more than six months is treated as an employee for the pool and for the pay ratio, so that neither can 

be escaped by reclassifying a job. 

The shares are equal and not proportional to salary, and the choice is deliberate. A pool divided in 

proportion to pay would reproduce inside the pool the distribution it exists to correct, and would deliver 

the largest payments to the people whose compensation already carries the most upside. The Model allows 

variation by hours and time employed only, which is stricter than the United Kingdom's employee-

ownership trust regime, compared in Appendix B's counsel note: under Schedule 37 of the Finance Act 

2014 that regime also allows variation by remuneration and length of service. Earned amounts are never 

forfeited. 

Because the pool is paid out each year, the same note designs it to be treated in the United States as a 

bonus programme, provided payments are not systematically deferred to the end of employment (29 C.F.R. 

2510.3-2(c)). The payments are designed to be compensation, deductible to the company and subject to 

payroll taxes. Tax counsel confirms that treatment under the governing law, and the treatment of exit 

payments made by the fund. 

The Four Tenets, written as terms 

The Model's four commitments are known as the Four Tenets, and each corresponds to a clause. Equitable 

Profit-Sharing is the division just described. Fair and Transparent Compensation is a ceiling on the pay ratio 

inside each company. Ethical and Principled Stewardship is a review whose consequences escalate to exit. 

Sustainable and Social Impact is the outperformance threshold and, for enterprises inside The Fifteen 
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Compact that Part IX describes, the free-service commitment to the floor population, delivered through 

the non-profit arm. 

Fair and Transparent Compensation: the ceiling and its grounds 

The ceiling is written into the company's charter. The total annual compensation of any employee, the chief 

executive included, counting salary, bonus, equity awards at grant-date value, and benefits, may not exceed 

a stated multiple of the total compensation of the lowest-paid full-time Eligible Employee. The board sets 

the multiple for the company's industry within a band of 15 to 20 times, discloses the benchmark it used, 

and may never exceed 20 times. Pool payments are excluded from both sides of the ratio, so that a large 

pool, paid equally to all, cannot be counted to loosen the ceiling on salary. 

Inside the ceiling the Model sets no pay scale. What each role earns, according to its training, education, 

experience, and responsibility, is left to the company, its industry, and the labour market. The charter fixes 

only the distance between the highest total compensation and the lowest. 

The measure is stricter than the disclosure the Securities and Exchange Commission requires of listed 

companies, which compares the chief executive's total compensation with the median employee's under 

section 953(b) of the Dodd-Frank Act (SEC 2015). It binds where the rule only discloses, it covers every 

employee and not the chief executive alone, and its denominator is the lowest-paid full-time worker. The 

SEC, however, identifies its median from all employees, part-time, temporary, and seasonal staff included, 

without full-time-equivalent adjustment for part-time workers (SEC 2015), so a company with many part-

time staff can have a median employee paid less than its lowest-paid full-time one. Within a full-time 

workforce, a ratio against the lowest-paid is always at least as demanding as the same ratio against the 

median. 

The level is justified on three grounds of its own. First, it returns to a documented practice, on a stricter 

base. On the Economic Policy Institute's granted-pay measure, the chief executives of the largest American 

companies were paid 15 times the typical worker in 1965 (Bivens, Gould, and Kandra 2024), in the middle 

of the period that Part I showed delivering income growth across the whole distribution. The Model's band 

is measured against the lowest-paid full-time worker and not the typical one, so even at its floor of 15 times 

it asks at least as much of a company as the 1965 practice did. 

The second ground is legitimacy inside the company. The design rests on a judgment the pilots can test: a 

pool divided equally among a workforce is more credible to that workforce when the person who directs 

the company stands inside the same arithmetic. Third, the Model does not need salary to carry the upside. 

In a conventional company outperformance reaches the chief executive through pay. In a Model company 

it reaches every employee, the chief executive included, through the Human Capital Pool, so the ceiling 

constrains fixed and granted compensation and leaves the shared upside intact. 

One evidential limit is stated here, once, because the one firm-level study the paper has found is easily read 

as saying more than it does. Afzali, Oxelheim, Randøy, and Vieito use hand-collected pay-ratio disclosures 

for 1,403 S&P 1500 companies, 4,686 firm-years over fiscal 2018 to 2022, and relate the ratio of chief-

executive pay to median-worker pay to sales per employee and to total factor productivity. Their baseline 

relationship is log-linear and negative, and they estimate no quadratic term. A non-parametric kernel 
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regression is nearly flat up to the point at which "CEO pay exceeds the median worker's pay by a factor of 

40" (Afzali et al. 2023, 1) and strongly negative above it, and the lowest-ratio fifth of firms shows the highest 

productivity. The mean ratio in the sample is 193 to 1 and the median 108 (Afzali et al. 2023, 13), so the 

median sampled firm sits well over twice the line and the mean nearly five times above it. 

Read for its shape, the study detects no productivity cost at or below 40 times the median. A ceiling of 20 

times the lowest full-time pay stays under that line in any company whose median employee earns at least 

half the lowest full-time wage. The study measures the median, and the Model's ceiling is set against the 

lowest-paid full-time worker, a base that no study measures. The study therefore supports capping extreme 

ratios; it does not establish the Model's level, which rests on the 1965 practice, on legitimacy, and on the 

pool, and which the pilots measure. The study is a working paper, not peer-reviewed, and covers large 

listed companies over five years. 

Ethical and Principled Stewardship: review, intervention, exit 

Stewardship under the Model is a sequence of consequences written into the charter and the fund 

agreement. Each company's effects on its employees and on the communities it operates in are reviewed 

every year by a committee with at least one independent member. A failed review triggers a remediation 

plan with dated milestones. A failed plan triggers intervention by the fund, through changes to the board. 

Continued failure obliges the fund to exit the investment, whatever the point in the holding period, subject 

to its fiduciary duties and to the fund agreement. 

The survival term described below is designed to ensure that the Human Capital Pool and the pay ceiling 

outlive the fund's departure. Each rung gives an outside evaluator something to inspect, and Part VII sets 

out how the inspection is made. 

The outperformance threshold 

Sustainable and Social Impact is written first as a distribution term in the fund agreement. The threshold is 

measured at fund level, on the limited partners' cumulative net distributions, after fees and carry, against 

their total contributions, management fees included. Once the limited partners have received 5.0 times 

their contributions, every further dollar of the Financial Capital Pool, the manager's share included, is paid 

to the Designated Non-Profit Arm named in the fund agreement. For the funds of The SAVI Group that arm 

is The SAVI Ministries® Endowment. Every other adopter names its own, such as a hospital's foundation, 

once counsel confirms that it qualifies. Written this way, the term activates by contract and not by a 

decision of management or the board, and the arm can enforce it. 

Three features of the measurement keep the term from binding early or being avoided. The threshold is 

net, so that investors reach five times what they paid in before anything is diverted. The threshold is 

measured on the whole fund and not deal by deal, so that one exceptional company cannot trigger it while 

the fund as a whole sits below the line. And the term captures the manager's carry above the line as well 

as the investors' share, which leaves the general partner no interest in distributions the limited partners 

have ceased to receive. 
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Appendix C shows where the threshold first binds: for a fund running the Model's own waterfall, at a gross 

multiple of about 12.2 times on the underlying companies. The paper calls that what it is, a tail 

commitment. On the appendix's assumptions the term never activates below that multiple, and the point 

moves with the fees and the hold period. At 25 times gross, the highest outcome the appendix runs, the 

limited partners stop at 5.0 times and $640 million passes to the arm. The term exists for the outcome in 

which a vehicle built on shared profit returns far more than five times its investors' money, and it fixes in 

advance where the excess goes. 

Appendix B's counsel note identifies the tax condition the term is written to meet. Either the allocation is 

fixed in the fund agreement at formation, before any income accrues, so that no partner ever holds a right 

to the diverted amounts, or the arm receives a separate interest in the fund at formation. Both routes are 

subject to review by non-profit tax counsel. 

The financial half: the waterfall's own terms 

The Financial Capital Pool runs the waterfall that the fund's investors already know, and the Model fixes its 

parameters so that nothing about the financial half is left to inference. The preferred return is an 8% hurdle, 

compounding annually on contributions. Once the hurdle is met the general partner receives a full catch-

up until it holds 20% of the profits distributed, and thereafter profits are split 80 to 20. The waterfall is 

calculated on the whole fund and not deal by deal, the European structure that the Institutional Limited 

Partners Association's Principles 3.0 treat as best practice (ILPA 2019). 

The hurdle follows market practice as recorded in the one fund sample this paper cites. Metrick and Yasuda 

studied 238 funds raised between 1993 and 2006, drawn from the records of one large investor. Among 

funds with a hurdle, the modal rate of 8% was used by about three-quarters of buyout funds, and virtually 

all funds with a hurdle used a rate between 6% and 10% (Metrick and Yasuda 2010). The Model changes 

the base of the waterfall and leaves its grammar alone. 

Appendix C runs both waterfalls on the same companies. The illustrative fund invests $100 million in a 

growth-equity portfolio held for five years and charges a management fee of 2% of invested capital a year. 

Each gross outcome is run twice: once as a conventional fund and once as a Model fund in which every 

Profit Dollar is divided before the waterfall begins. 

The central result holds at every outcome below the threshold, and Part VIII supplies the numbers. On the 

appendix's assumptions, a Model fund pays its investors exactly what a conventional fund pays at half the 

profit. The identity is the point. The investors' waterfall is fed by half of what it would otherwise receive, 

and the other half has gone, at the same moment, to the people who work in the companies. Above the 

threshold the identity ends by design, because the limited partners stop at 5.0 times while a conventional 

fund would keep paying them. 
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Exhibit 7. Investors' net multiple in a conventional fund and in a Model fund at six gross outcomes, with the Human Capital Pool. 
Illustrative: one $100 million growth-equity fund held five years, 2% fee, 8% hurdle, 20% carry. Source: this paper's model; full 
results in Appendix C. 

Survival on sale, and enforcement by people who are not in the room 

Two of the questions that the Model's published essays left open go to whether the commitment binds at 

all. The first is whether the term survives a sale of the company, and the second is how employees, who 

are not parties to the fund agreement, enforce a right that lives in it. Appendix B is written to answer both 

by placing each term in the document whose parties can enforce it, subject to the governing law and to 

counsel's review. 

Document Parties What it carries 

Company charter 
The company and its 

stockholders 

The Trust Class Share and the rights it 

protects; the pay-ratio ceiling; the 

stewardship duty 

Human Capital Pool 

Agreement 

The fund, the company, and 

the Employee Trust 

The division of profit, the pool mechanics, 

the exit payment, enforcement 

Employee Trust deed 
The company as settlor and 

an independent trustee 

Custody of the Trust Class Share and the 

pool; payment per share; standing to act 

for a changing workforce 

Fund limited partnership 

agreement 

The general partner and the 

limited partners 

The financial waterfall, the 

outperformance threshold and the non-

profit arm, amendment protection, 

reporting 

Survival is designed to rest on a single share. The company issues one share of a special class, the Trust 

Class Share, to the Employee Trust, and the charter expresses three rights in terms. The pool entitlement 

and the pay ceiling may not be amended, repealed, or made inapplicable. No merger, consolidation, 

conversion, sale of substantially all assets, or reorganisation may eliminate or adversely affect the Trust 
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Class Share, the pool, or the pay ceiling unless the surviving or acquiring entity assumes them on identical 

terms. Each of these requires the separate consent of the Trust Class Share, which carries no economic 

right and no vote beyond that consent. 

Appendix B's counsel note rests the construction on Delaware law. Under section 242(b)(2) of the Delaware 

General Corporation Law, a charter amendment that would alter the powers, preferences, or special rights 

of a class so as to affect it adversely requires a separate vote of that class. The Delaware Supreme Court 

confines that protection to rights expressed in the charter under sections 151(a) and 102(a)(4), which is 

why the rights are written out and never implied. Section 242 does not itself reach mergers, so the merger 

clause is an express protective provision that names mergers and conversions in terms. On that 

construction, which counsel confirms before use, a buyer takes the pool, the ceiling, and the Trust Class 

Share that protects them as conditions of the charter it acquires, removable only with the Trust's consent. 

The company may also be incorporated as a Delaware public benefit corporation, at the adopter's option. 

Since Delaware's 2020 amendments a conversion out of that status needs only a majority vote, so the 

benefit-corporation form records the purpose and the Trust Class Share entrenches it. 

Enforcement is designed around making the Trust a party. Employees are not parties to the fund 

agreement, so their right sits in documents to which their trustee is a signatory. The Employee Trust is a 

party to the Human Capital Pool Agreement. It holds a direct right of action against the fund and the 

company for the terms from the division of profit to the stewardship ladder (B2 to B7) and for the 

enforcement terms (B10). As holder of the Trust Class Share, it is also a stockholder party to the charter 

articles that carry the survival term. The trust deed is written to give each Eligible Employee a claim against 

the Trust for his or her share and the power to require the trustee to act, subject to the governing trust 

law. 

The outperformance threshold and the non-profit arm (B8) protect a different beneficiary, which enforces 

them itself: the fund agreement names the Designated Non-Profit Arm as an intended third-party 

beneficiary of that covenant. Disputes under any of these documents go to arbitration seated in a neutral 

jurisdiction named in the agreement, with emergency and injunctive relief available in court. 

The fund agreement also names each Employee Trust an intended third-party beneficiary of the fund's 

promise to perform the Pool Agreement, but the Trust's right never rests on that designation. 

The non-profit arm's right under B8 does, and the fund agreement is drafted to meet that test. Delaware 

lets a non-party enforce a contract only where the parties intended to benefit it, where the benefit was a 

gift or satisfied an obligation, and where that intent was a material part of the contract's purpose (Appendix 

B, counsel note to clause B10). That test is applied strictly, so the designation is a second route, and the 

Trust's standing as a party is the one a workforce relies on. Amendment of any of these terms requires 

three consents: the general partner's, a supermajority in interest of the limited partners, and that of the 

Trust's trustee. The first two are the consents ILPA Principles 3.0 recommend for any amendment of a 

limited partnership agreement. Part VII sets out the governance that surrounds them. 
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The precondition: capital in which the commitment is senior 

The Model needs a capital structure in which the commitment is the senior claim, and that requirement 

decides where it can be applied. The SAVI Group's own essay on the point puts it in one sentence: "Encoded 

commitment requires a capital structure in which the commitment is the senior claim, not a residual after 

debt service" (The SAVI Group 2025). In a leveraged buyout the first claim on a company's cash is its debt, 

and the contracts that govern that debt decide what the company may do. Axelson, Jenkinson, Strömberg, 

and Weisbach studied the financing of 1,157 large private-equity buyouts worldwide from 1980 to 2008. 

Buyout leverage, they find, is cross-sectionally unrelated to that of matched public firms and driven mainly, 

in quantity and composition, by the economy-wide cost of borrowing. The use of high leverage negatively 

affects fund performance after controlling for fund vintage and other characteristics (Axelson et al. 2010), 

a result later published in the Journal of Finance (Axelson et al. 2013). 

The covenant literature adds the mechanism. Bräuning, Ivashina, and Ozdagli show that the incurrence 

covenants typical of high-yield debt and leveraged loans trigger restrictions on a borrower's actions once a 

threshold is crossed, and that "the drop in investment under incurrence covenants is large and sudden" 

(Bräuning, Ivashina, and Ozdagli 2022). A profit pool that ranks behind debt service and inside a covenant 

package is a residual, and a residual is not a commitment. The Model is therefore applied through growth 

equity, in companies carrying little or no acquisition debt, where the division of profit at the top of the 

waterfall is the senior claim on the company's earnings. That choice narrows the universe of companies the 

Model can finance, and the paper says so. It may narrow the universe of investors as well, since some 

mandates are written for leveraged buyouts. 

What the specification does not claim 

The specification ends where the evidence for it begins, and two statements of status belong here. The 

legal and tax statements in this part are design statements and not opinions. Appendix B checked its 

authorities at search-summary level, so before any adopter executes the terms, licensed counsel in the 

governing jurisdiction confirms them and reviews the securities, employment, and tax questions the notes 

identify. A company incorporated outside Delaware needs local counsel to reproduce the perpetual class 

right in that jurisdiction's own form. And no platform, software, or intermediary is needed to operate the 

Model: the terms live in four documents and are enforced by the parties to them. 

What remains is the question an economist and an investor will both ask of a design that assigns half of a 

company's profit to its workforce, which is whether a firm can carry a transfer of that size. Part VI sets out 

what the evidence shows about profit-sharing, states the scale at which it was measured, and says where 

it stops. 
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Part VI. Evidence that sharing works, and where the evidence stops 

Part V closed on the question that decides whether the Model is a design or a wish. The best evidence 

available shows that mandated profit-sharing at moderate scale moves income to workers with small to 

nonexistent effects on investment and productivity. Shared pay and ownership are associated with lower 

turnover and higher effort, most strongly alongside good work practices and pay at or above market. No 

study tests sharing at half of profit. The first finding is why the Model merits a test at its own scale. The gap 

is why Part XII proposes pilots. 

The French mandate: a natural experiment at about a tenth of pre-tax profit 

France has required profit-sharing by law since 1967, and the law supplies the paper's anchor study. Every 

French firm above a size threshold must share a fraction of its excess profits with its employees. The 

threshold stood at 100 employees until 1990, when it was cut to 50. Article L3322-2 of the Code du travail 

today obliges every company employing at least 50 people to guarantee its employees' right to participate 

in the company's results (Code du travail, art. L3322-2). Nimier-David, Sraer, and Thesmar use the 1990 

change to identify what a mandate does. 

Among firms with excess profits, the scheme distributes on average 10.5% of pre-tax income to workers. 

The cost to firms is visible before the reform in significant bunching at the 100-employee threshold, which 

disappears completely after it. In a difference-in-differences comparison of firms brought under the 

mandate with firms that were not, mandated profit-sharing raises the labour share by 1.8 percentage 

points, lowers the profit share by 1.4 points, and has small to nonexistent effects on investment and 

productivity (Nimier-David, Sraer, and Thesmar 2026). At the level of the employee it raises the total 

compensation of low-skill workers and leaves that of high-skill workers unchanged. In the working paper, 

the average worker's total pay rises by about 3.5% with no fall in base wages, while the base pay of high-

skill workers adjusts to offset their share (Nimier-David, Sraer, and Thesmar 2023). 

The study carries more weight than any other in this part for three reasons. The sharing was imposed by 

statute, so coverage turned on headcount alone, and the only avoidance open to a firm, staying below the 

threshold, is the bunching the authors document. The identification comes from a change in the law and 

not from a comparison of adopters with non-adopters. And the outcome on which the Model's cost turns 

most directly, investment, was measured, and the published article finds the effect small to nonexistent. 

The paper reads the result as no detected harm and never as gain, since the mandate did not raise 

productivity. 

Two limits belong beside it. The firm-level figures above are those of the article published in the Quarterly 

Journal of Economics (Nimier-David, Sraer, and Thesmar 2026), whose abstract describes the effects on 

investment and productivity as "small to nonexistent". The 3.5% rise in total pay comes from the National 

Bureau of Economic Research working paper (October 2023, revised August 2025), and this paper has not 

checked it against the published text. And the bunching is itself evidence that firms experience the mandate 

as a cost at a tenth of pre-tax income, and what they would do at half is unmeasured. 
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Shared capitalism inside the firm: turnover, effort, and the condition that matters 

Inside firms that share, the clearest effects appear in behaviour: turnover, loyalty, and effort. Blasi, 

Freeman, Mackin, and Kruse draw on NBER surveys of more than 40,000 employees in hundreds of facilities 

across 14 firms, together with the 2002 and 2006 General Social Surveys. Shared capitalism, they find, has 

beneficial effects on every outcome except absenteeism. Its strongest effects on turnover, loyalty, and 

effort appear where it is combined with three things: high-performance work policies (employee 

involvement, training, and job security), low levels of supervision, and fixed wages at or above the market 

level. Where all three are present, the likelihood of turnover falls from 12.8% to 2.4% as the authors' index 

of shared-capitalist practices rises from 0 to 10 (Blasi et al. 2008). 

Most workers in those surveys report that cash incentives, stock options, and ownership stakes motivate 

them to work harder, and the authors suggest that the interaction between sharing and the other policies 

may operate through a latent variable they call corporate culture. They also caution that because firms 

choose their own policies, causal interpretations remain open to criticism, and they describe the earlier 

literature on shared pay and productivity as showing substantial dispersion in results. The study later 

appeared as a chapter in the NBER volume Shared Capitalism at Work (Kruse, Freeman, and Blasi 2010). 

One detail of that finding bears directly on the Model. The condition under which sharing shows its 

strongest associations includes fixed pay at or above market, which is to say that the sharing is additional 

to the wage and is no substitute for it. The Model writes half of that condition into its terms: the Human 

Capital Pool is paid in addition to salary and never in place of it. No term requires salaries at or above 

market. The pay ceiling ties the top of the scale to its floor, which gives a board reason to raise the floor, 

but whether a pilot company meets this condition is a matter for measurement. 

Productivity on adoption, measured modestly 

The productivity evidence is positive and small, and the paper reports it at its size. Kruse opens with the 

state of the field as he found it: "Existing research tends to show that profit-sharing plans for employees 

are associated with higher company productivity and profitability, though the causality and mechanisms 

are unclear" (Kruse 1993). He uses a survey of 500 American public companies and panel data on their 

performance. Controlling for a range of other influences on productivity, he finds that the adoption of 

profit-sharing is associated with an average productivity increase of 4% to 5%, with no subsequent trend 

upward or downward (Kruse 1993). The effect is larger in smaller firms and in cash plans and survives 

controls for personnel policies, but he finds no evidence on the mechanism, since there are no strong 

interactions with information-sharing or other policies. The finding is a one-time level shift associated with 

adoption, published in 1993 and measured on listed companies, and the paper uses it for exactly that. 

Ownership and performance across the literature 

Across the whole literature on employee ownership, the average association with firm performance is 

positive, statistically significant, and small. A meta-analysis by O'Boyle, Patel, and Gonzalez-Mulé of 102 

samples representing 56,984 firms finds a small but positive and statistically significant relation between 

employee ownership and firm performance, a mean correlation of 0.04 (O'Boyle, Patel, and Gonzalez-Mulé 

2016). A 2026 working paper by Kurtulus, Hoyt, Ouimet, Blasi, Kruse, Freeman, and Castellano links the 

Census Bureau's 2010 and 2015 surveys of management practices in American manufacturing 
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establishments to Census production data and Labor Department pension filings. It finds that adopting an 

employee stock ownership plan is associated with a rise of 5.6% to 6.7% in labour productivity over 2010 

to 2015, after controlling for management and organisational practices (Kurtulus et al. 2026). The National 

Center for Employee Ownership reports that the estimate aggregates about 600 adopting establishments 

(NCEO n.d.). Both studies were read in their published abstracts, and neither full text was opened. 

In Britain, Bryson and Freeman use the nationally representative 2004 Workplace Employment Relations 

Survey, which links workplaces to their employees. Shared capitalism has grown in Britain as in the United 

States, they find, and its forms complement one another: firms use profit-sharing, share ownership, and 

group pay for performance together more than they would if each were chosen on its own. Among single 

schemes, share ownership has the clearest positive association with productivity, and the association is 

strongest when it is combined with other forms of shared pay and organisation. Workplaces also switch 

among schemes often enough to suggest they have trouble finding the right one (Bryson and Freeman 

2008). Every one of these findings is an association in observational data, and the paper describes none of 

them as a cause. 

Worker wealth and security: the scale that already exists 

Employee ownership in the United States is an established institution with its own tax treatment. The 

National Center for Employee Ownership, drawing on the Department of Labor's Form 5500 filings, counts 

6,609 employee stock ownership plans in 2023, covering 15.1 million participants and holding more than 

$2 trillion in assets. The plans of publicly traded companies account for about 12.2 million of those 

participants, so most of the institution's members work in listed companies, outside the private growth 

companies the Model finances. The filings arrive with a lag of up to two years, so 2023 is the latest year 

available on a page updated in January 2026 (NCEO 2026). 

What ownership does for the individual worker is harder to measure cleanly, and the figures this paper 

found come from an interested source. A 2018 survey of 39 S-corporation plans with 61,020 participants 

found an average retirement balance of $170,326 against a national average of $80,339, with quit and 

separation rates less than half the national rates (NCEO 2018). The survey was sponsored by an association 

of such companies and drawn from its members, most of them large and wholly employee-owned, and the 

paper cites it with that disclosure and without weight beyond it. Part IX returns to the tax treatment these 

plans already enjoy, which is the strongest precedent for the regime it proposes. 

Where the evidence stops 

Every study above concerns sharing at a fraction of the Model's scale, and the paper states the gap without 

softening it. The French mandate distributes about a tenth of pre-tax income. The Model commits half of 

net profit, and half of every gain on sale besides. The bases differ, pre-tax income in one case and audited 

net income in the other, and no adjustment of bases closes a gap of that size. Nothing in the literature 

shows what happens to investment, to hiring, to the wages a firm pays beside the pool, or to the valuation 

a buyer places on the company, when half of its profit is committed to its employees before the owners 

are paid. 
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The ownership studies come closer in kind, since an employee stock ownership plan gives workers a claim 

on the value of the firm. They compare owning firms with non-owning firms, however, and say nothing 

about a fixed half-share of profit in a company financed by outside capital. 

Two features of the French result also warn against simple extrapolation. The mandate requires firms to 

share a fraction of excess profits as French law defines them, a narrower base than the Model's net profit. 

And the firms it newly covered in 1990 had between 50 and 100 employees, unlike the growth-equity 

portfolio companies the Model finances with outside capital. 

A third feature is the one the paper takes most seriously. The high-skill workers in the French sample ended 

with total compensation unchanged because their base pay adjusted to offset the share, which suggests 

that part of the cost of a tenth was absorbed inside the wage bill. Half of profit is a far larger share, and the 

paper does not assume a wage bill can absorb it in the same way. The no-harm result at a tenth may 

therefore rest in part on an adjustment that is unavailable at half, and the paper states that as a hypothesis 

for the pilots to test and never as a finding. 

The investment channel needs the same precision. An owner who keeps half of each marginal dollar of 

profit faces half the return on each marginal project, and a project that clears the owners' hurdle at the full 

return may fail it at half. The French reform of 1990 fell on owners who had priced their firms without it, 

whereas the Model's terms are known before the first dollar is invested, so an investor can price them at 

entry and pay less for the company. Yet every project proposed after entry still returns its owners half of 

its profit, so advance knowledge changes who bears the cost and leaves the incentive at the margin 

unchanged. The pilots measure whether the wedge reduces investment in practice, and the paper claims 

nothing about it in advance. 

That gap is the paper's central open question, and the pilots that Part XII proposes exist to answer it: 

investment, hiring, pay beside the pool, turnover, and valuation at entry and at exit. 

Until those results exist, the claim this part supports is narrower than the Model and is stated at its true 

width. Mandated profit-sharing at about a tenth of pre-tax income did no detected harm to investment or 

productivity in France. Shared pay and ownership are associated with lower turnover and higher effort, 

most strongly where pay is already at or above market. The behaviour of a firm that shares half is unknown. 

Two supporting arguments, weighed lightly 

Two further bodies of evidence bear on the cost of the Model and are cited for what they are. El Ghoul, 

Guedhami, Kwok, and Mishra study 12,915 firm-year observations on 2,809 American firms between 1992 

and 2007 and find that companies with better scores on corporate social responsibility have a lower implied 

cost of equity: a rise of one standard deviation in the overall score goes with an equity premium about 10 

basis points lower. Of the six components of the score, employee relations is one of three that enter with 

a negative and statistically significant coefficient, at the 5% level; the authors give no separate size for it (El 

Ghoul et al. 2011). The figures are those of the authors' accepted manuscript. 
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In Deloitte's 2025 survey of 23,482 Generation Z and millennial respondents in 44 countries, 89% of the 

former and 92% of the latter said that a sense of purpose was important to their job satisfaction and well-

being (Deloitte 2025). Deloitte adds that for some respondents that purpose is to earn money, and the 

source is a consultancy survey, cited as such. Neither result shows that a firm sharing half of its profit would 

raise capital more cheaply or hire more easily. Both are hypotheses, and they suggest where the pilots 

should look. 

What remains for Part VII 

A reader who accepts the evidence at the width stated above is left with the question that a commitment 

of this size raises next, which is whether the terms can be verified by anyone outside the firm that made 

them. Part VII sets out how the Model's terms are protected from amendment, reported each year, verified 

independently, and enforced by the trust that holds the employees' claim. 
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Part VII. Governance, stewardship and the Compact Charter 

Part VI leaves the Model with two findings: sharing at the scales studied does no detected harm to 

investment or productivity, and no study yet tests sharing at half of net profit. An investor then needs a 

third answer, whether the terms can be protected from revision, verified by someone other than the 

manager, and enforced by the parties they are written to benefit. A commitment that management can 

revise is a policy. One that cannot be amended without a supermajority of investors and the employees' 

trustee, that an outside verifier checks every year, and that an employee trust can take to a tribunal is 

written to bind as a contract, subject to the governing law and to counsel's review. 

The problem the governance answers 

Gordon Myers and Martin Steindl argued in 2013 that private equity "hasn't actually solved the principal-

agent problem that exists in public companies but rather shifted it up the investment chain" (Myers and 

Steindl 2013). In a survey of 401 financial executives, "78% of the surveyed executives would give up 

economic value in exchange for smooth earnings" (Graham, Harvey, and Rajgopal 2004). In the same 

survey, 55% would avoid starting a very positive net-present-value project if it meant missing the quarter's 

consensus. A term that depends on the continuing discretion of a manager or a board is exposed to both 

pressures, and the governance below is written so that neither can revise it. 

Ratings are a weak instrument for policing an obligation of this kind. Across six prominent ESG rating 

agencies, Florian Berg, Julian Kölbel, and Roberto Rigobon find that ratings correlate at 0.54 on average, 

with pairwise correlations from 0.38 to 0.71. Credit ratings, by their own illustrative calculation, correlate 

at 0.99 (Berg, Kölbel, and Rigobon 2022, 1316, 1320-21). A contract could name one provider, but a duty 

tied to measures that disagree that often leaves each party exposed to the choice of rater. The Model 

writes its financial obligations as quantities and its stewardship obligation as a written procedure with dated 

milestones: a sum paid per full-time-equivalent share, a ratio against the lowest-paid worker, a review 

whose outcome a verifier can test. 

Where each term lives 

Four documents carry the Model's terms, each designed to hold what its parties can enforce (Appendix B, 

section B0). The portfolio company's charter carries the pay-ratio cap, the stewardship duty, and one share 

of a special class, the Trust Class Share. The Human Capital Pool Agreement, among the fund, the company, 

and the Employee Trust, carries the bifurcation, the annual pool, the exit payment, and the enforcement 

clause. The Trust's deed, with an independent trustee, makes the Trust the holder of the Trust Class Share 

and of the pool. The fund's limited partnership agreement carries what governs investor money: the 

financial waterfall, the outperformance threshold and the non-profit arm, the amendment protection, and 

the reporting duty. 

Under Delaware law, which the clauses assume, a charter amendment that adversely alters a class's rights 

needs that class's separate vote (Appendix B, section B5, citing section 242(b)(2)). The courts confine that 

protection to rights expressed in the charter itself, so the pool entitlement and the cap are written there. 

Other jurisdictions need an equivalent of their own. 
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Protection on standards the industry already uses 

The Institutional Limited Partners Association's Principles 3.0 state that, apart from removals and matters 

needing specified consent, "any amendment to the LPA should require the consent of the GP and the 

approval of a super majority in interest of the LPs" (ILPA 2019, 23). The Principles are guidance and bind 

only a fund that writes them in. A fund agreement that incorporates this one places the Model's terms 

under the supermajority protection, and Appendix B adds a third lock, the consent of the Employee Trust's 

trustee (section B11). 

The same Principles hold that "a vote of two-thirds in interest of LPs, should be sufficient for the no fault 

removal of the GP or dissolution of the fund" (ILPA 2019, 20). Their glossary records a general-partner 

commitment of 2% to 5% of the fund's capital as standard practice (ILPA 2019, 41). The Model leaves both 

formal terms unchanged, although it changes the economics they govern. Where a fund adopts the removal 

standard, a manager who halves the investors' profit base stays removable without cause by two-thirds of 

them. 

Fiduciary duty sits beneath the contract. The Securities and Exchange Commission stated in its 2019 

interpretation that an adviser's duty under the Advisers Act "comprises a duty of care and a duty of loyalty" 

(SEC 2019, 33669). The duty "may not be waived, though its application may be shaped by agreement" (SEC 

2019, 33672). The Model's terms are designed to shape that application by agreement and to leave intact 

the duty itself, which the adviser owes its client (for a private fund, the fund). 

The paper rests nothing on the Commission's 2023 Private Fund Advisers rule, which the Fifth Circuit 

vacated in full on June 5, 2024, as beyond the Commission's statutory authority (National Association of 

Private Fund Managers v. SEC, 103 F.4th 1097 (5th Cir. 2024)). The Model's terms rest on contract and 

charter alone. 

For pay, the G20/OECD Principles of Corporate Governance of 2023 ask boards to align key executive 

remuneration with the company's longer-term interests and to disclose the sustainability indicators used 

in pay (OECD 2023a, principles V.D.5 and IV.A.6). They set no level. The ceiling of Fair and Transparent 

Compensation therefore rests on the grounds Part V gives, and the board discloses the industry benchmark 

behind the multiple it sets (Appendix B, section B6). 

The Operating Principles for Impact Management require under Principle 9 annual disclosure and periodic 

independent verification of an investor's alignment with the Principles, a test of the management system 

and not of outcomes (Impact Principles 2019). The UK Stewardship Code 2026, a voluntary "apply and 

explain" code for asset managers and asset owners, and the ICGN Global Stewardship Principles of 2024 

are the stewardship benchmarks, and neither has the force of contract (FRC 2026; ICGN 2024). The Model's 

test is narrower: its financial items can be counted, and its stewardship items are judgments made on a 

written procedure that the verifier tests (Appendix B, section B12). 

The stewardship ladder 

Ethical and Principled Stewardship is written as a ladder in the company's charter and the fund agreement 

(Appendix B, section B7). Each year a committee with at least one independent member reviews the 
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company's effects on its employees and communities. A failed review triggers a remediation plan with 

dated milestones, a failed plan triggers intervention by the fund through changes to the board, and 

continued failure obliges the fund to exit. Exit is the last rung. The charter is written so that the pool and 

the cap pass with the company to its buyer (section B5), although the effect depends on the transaction's 

form and the governing law. 

Who can enforce the Human Capital Pool, for what and where 

Employees are not parties to the fund agreement, and under Delaware law a non-party may enforce a 

contract only where it meets a strict test of the parties' intent to benefit it (Appendix B, section B10). The 

Model therefore gives the right to a party, the Employee Trust. It adds a second route: the fund agreement 

names each Employee Trust an intended third-party beneficiary of its covenants to perform the Pool 

Agreement, in a clause drafted to meet the test, which helps standing without guaranteeing it. The answer 

runs through four holders. 

The Employee Trust holds the principal right. As a party to the Pool Agreement it may sue the fund and the 

company directly to enforce five obligations (Appendix B, sections B2 to B7 and B10). They are the 

bifurcation, the annual payment of the pool, the payment of half of any exit gain, the pay-ratio cap, and 

the stewardship duty. As holder of the Trust Class Share it may withhold consent to any amendment, 

merger, conversion, or sale of substantially all assets that would eliminate or impair the share, the pool, or 

the cap, unless the acquirer assumes them on identical terms. The charter names these transactions 

because section 242 does not reach mergers (section B5). The share is designed to carry no economic right 

and no vote beyond that consent, so the Trust has no vote over the business and no consent right over a 

sale that preserves the terms. 

Each Eligible Employee holds a claim against the Trust for his or her full-time-equivalent share, with the 

power to require the trustee to act. The claim runs against the Trust and not against the fund, so that one 

holder with standing acts for a changing workforce, and an employee who leaves keeps every amount 

earned while employed (section B3). The investors' right is unchanged from any conventional fund: the 

limited partners enforce the financial waterfall against the general partner. The outperformance threshold 

and the payment above it belong to the fourth holder, the Designated Non-Profit Arm, which the fund 

agreement names an intended third-party beneficiary of that covenant (section B8). Disputes under the 

Pool Agreement go to arbitration seated in a neutral jurisdiction that the agreement names, with 

emergency and injunctive relief available in court. An employee trust in one country and a fund in another 

thus meet on ground neither controls (section B10). 

Two limits apply. The first is that the Trust's claim is measured on the audited accounts: in a year without 

net profit the annual pool is zero, and no tribunal can award a share of profit that was never earned. To 

contest the accounts themselves, for manipulation or related-party pricing, the Trust receives the audited 

accounts and the Pool calculation each year (section B10). Once a year it may have an independent 

accountant examine the records behind them, at the company's cost if the examination finds an 

underpayment of more than 5%. The audit right reaches the records; it cannot make a weak auditor strong. 
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The second limit is that the design has an analogy in statute and no case record. The United Kingdom's 

employee-ownership trust regime requires trust property to benefit all eligible employees on the same 

terms, varying only by remuneration, length of service, and hours (Appendix B, section B3, citing Finance 

Act 2014, Schedule 37). That regime is a precedent for equal treatment inside an employee trust, and for 

nothing in the Model's charter share or cross-border enforcement. The Model varies by hours and time 

employed only, and its clauses have not been tested in any court. The clauses are model terms and not 

legal opinions: Appendix B checked their authorities at search-summary level only, and licensed counsel in 

the governing jurisdiction reviews them before any adopter signs. 

The Compact Charter 

If a jurisdiction enacts the reward Part IX proposes, self-policing would move from one fund's documents 

to a public regime, the Compact Charter, which would bind every Compact Enterprise to six obligations: 

1. An annual Tenet Report for each enterprise: the profit shared and paid per share, the pay ratio and its 

benchmark, the services delivered to the floor population at cost, and the flows to and from its non-profit 

arm. 2. Independent verification of that report by an accredited verifier, rotated at least every five years 

(Appendix B, section B12). 3. Peer review among Compact Enterprises and a standing ethics council with 

outside members. 4. A protected whistleblower channel that reports to that council. 5. Graduated 

sanctions, ending in loss of the regime and repayment of the tax relief received. 6. Conflict rules for every 

non-profit arm: arm's-length pricing, no founder compensation from the arm, and public accounts. 

The first two are written into the fund agreement of any fund that adopts the Model (Appendix B, section 

B12), and the other four await a jurisdiction's enactment. The sixth reaches the author's own arm on the 

same terms, since Appendix B names The SAVI Ministries Endowment as the arm for The SAVI Group's 

funds. 

The Charter gives both audiences independently verified figures. A university can test an enterprise's report 

against its own data, and a stewardship team can rely on figures someone other than the manager has 

checked. Verification tests whether the reported terms are kept, to the assurance standard the verifier 

applies. It does not settle whether an investor should accept them, and the cost of accepting them is the 

first thing Part VIII states. 
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Part VIII. The investor case, met head-on 

The Model costs the financial investor something real, and this part states it before anything else: half of 

the profit base. The split halves the profit base on which the investors' share is calculated, at every level of 

company performance, and above the outperformance threshold the investors' proceeds fall further. No 

argument that follows changes that split. The part claims no outperformance for the Model, because no 

evidence supports such a claim. 

The cost, in the appendix's own numbers 

Appendix C builds one illustrative fund and runs it twice. One hundred million dollars is invested at the start 

in a growth-equity portfolio and held for five years, with a management fee of 2% of invested capital a year. 

A quarter of the portfolio's total profit arrives as annual net profit in equal instalments, and the rest arrives 

as exit gain in the fifth year. The financial waterfall is whole-of-fund, with an 8% compounding hurdle on 

contributions, a full catch-up, and a 20% carry. The portfolio's 500 full-time staff are the model's illustrative 

default, used only to express the pool per head. 

The conventional run sends every profit dollar down that waterfall. The Model run divides each profit dollar 

first, half to the Human Capital Pool and half to the Financial Capital Pool, and sends only the second half 

down the same waterfall. The figures are illustrative and are not a projection of any fund. 

At a gross outcome of five times cost, the conventional fund returns its investors 3.84 times their 

contributions net of fees and carry, an internal rate of return of 38.2%. The Model fund returns 2.38 times, 

at 22.0%, while $200 million reaches the Human Capital Pool, or $400,000 per full-time employee over the 

five years at that illustrative headcount. At seven times gross the figures are 5.29 times against 3.11 times, 

and 51.5% against 30.6%, with $300 million to the pool. At three times gross they are 2.38 times against 

1.65 times, with $100 million to the pool. At two times gross the conventional fund returns 1.65 times at 

11.8% and the Model fund 1.36 times at 6.9%, with $50 million to the pool. At that outcome the Model 

fund falls below the 8% hurdle where the conventional fund clears it, and its manager earns no carry. 

One rule generates every row below the outperformance threshold. The Model's financial half runs an 

unchanged waterfall on half of the profit, so until the threshold binds a Model fund pays its investors exactly 

what a conventional fund pays at half the profit. The Model's row at five times gross is therefore the 

conventional row at three times gross, figure for figure, and its row at three times is the conventional row 

at two. The manager's economics fall with them. Carried interest of $78 million in the conventional fund at 

five times gross becomes $38 million in the Model fund, and $118 million at seven times becomes $58 

million. In these rows the manager accepts a cut of about half to its own reward, and at two times gross a 

cut of all of it. 

The outperformance threshold changes none of the rows above. Once the limited partners have received 

cumulative net distributions of 5.0 times their total contributions, every further dollar of the Financial 

Capital Pool, the manager's share included, goes to the non-profit arm (Appendix B, section B8). In the 

appendix's fund that point is first reached at a gross multiple of about 12.2 times, so at 12 times nothing 

passes to the arm. At 25 times gross the investors are held at 5.0 times, the arm receives $640 million, and 

the pool reaches $1,200 million. At that outcome the identity no longer holds: the threshold leaves the 
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Model's investors with less than a conventional fund pays at half the profit, and the conventional fund on 

the same companies returns 18.38 times. The threshold is a commitment about the tail of the distribution, 

and the paper says so (Exhibit 7). 

The strongest critics first 

The case against paying this cost is strong, and the paper states it before answering it. Using Burgiss cash-

flow data on nearly 1,400 US buyout and venture funds, Robert Harris, Tim Jenkinson, and Steven Kaplan 

find that average buyout returns exceeded public markets for most vintages (Harris, Jenkinson, and Kaplan 

2012). Against the S&P 500 the outperformance averages 20% to 27% over a fund's life, net of fees, which 

the authors put at more than 3% a year. If private equity earns a premium of that size, halving the profit 

base gives up much of a premium worth keeping. Brad Barber, Adair Morse, and Ayako Yasuda find that 

venture funds with a dual financial and impact objective earned internal rates of return 4.7 percentage 

points lower, ex post, than traditional venture funds (Barber, Morse, and Yasuda 2021). 

Nor does responsible investing pay for itself on the evidence. Across 153 studies and 1,047 estimates, Lars 

Hornuf and Gül Yüksel find that socially responsible investment neither outperforms nor underperforms 

conventional investment, and that controlling for more risk factors makes a finding of outperformance less 

likely (Hornuf and Yüksel 2022). 

Ludovic Phalippou reads the record differently. He finds that private-equity funds "have returned about the 

same as public equity indices since at least 2006", with net multiples implying a return of about 11% a year 

(Phalippou 2020). If he is right, there is less premium to protect, but the Model's cost does not shrink with 

it. A Model fund would then trail public indices by roughly the gap Appendix C shows against a conventional 

fund, and the investor would be giving up market return itself. 

This paper does not adjudicate between the two readings. Under either one, the gap between the two 

funds in Appendix C shows the scale of what the Model asks, in one illustrative fund. 

What the same evidence shows about the price of alignment 

In the same study, using random-utility models of willingness to pay, Barber, Morse, and Yasuda estimate 

that investors in venture funds accepted internal rates of return 2.5 to 3.7 percentage points lower, ex 

ante, in exchange for an impact objective (Barber, Morse, and Yasuda 2021). The willingness is uneven: 

development organisations, foundations, public pensions, and signatories of the UN Principles for 

Responsible Investment show the most, and investors subject to legal restrictions such as the Employee 

Retirement Income Security Act (ERISA) the least. That is an estimated market price for alignment in 

venture funds, and it was accepted for an objective the fund declared for itself. The Model is designed to 

offer something more verifiable, a sum paid to named people and checked by an outside verifier. The open 

question is whether investors who pay for a declared objective would pay for a ledger. 

The comparison does not flatter the Model. In Appendix C the gap between the conventional fund and the 

Model fund is 4.9 points of internal rate of return at two times gross, 10.2 points at three times, and 16.2 

points at five times (computed from the appendix's table). The two are not strictly comparable, since one 

is an estimate across real funds and the other a mechanical gap in one illustrative fund. 
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Even so, the Model's cost exceeds the top of the estimated range at every outcome in the table, already at 

two times gross and by several times that price at high outcomes. Nothing in the literature shows a market 

paying it. The paper states that gap because the pilots proposed in Part XII are designed to learn whether 

a verifiable ledger commands a price that a declared objective does not. 

What may offset the cost, and where each offset stops 

Five findings point to channels that may return part of the cost, and each stops short of the Model's scale. 

Across NBER surveys of more than 40,000 employees in 14 firms, Joseph Blasi, Richard Freeman, Chris 

Mackin, and Douglas Kruse find that shared capitalism is associated with lower turnover and higher loyalty 

and effort. The association is strongest where sharing is combined with high-performance work practices, 

low supervision, and "fixed wages that are at or above market level" (Blasi et al. 2008). In that combination 

the share of workers likely to leave falls from 12.8% to 2.4% as the surveys' shared-capitalism index rises 

from 0 to 10. In Kruse's earlier study of about 500 US public companies, adopting profit-sharing "is found 

to be associated with average productivity increases of 4-5%, with no subsequent positive or negative 

trend" (Kruse 1993). The gain is larger in small firms and in cash plans. 

The third offset is a cheaper cost of equity, and the last two come from the capital structure. Sadok El Ghoul 

and his co-authors find, in 12,915 observations on US firms from 1992 to 2007, that a one-standard-

deviation improvement in corporate social responsibility scores goes with an implied equity premium about 

10 basis points lower, and that employee relations is among the components whose coefficient is 

statistically significant (El Ghoul et al. 2011). 

Ulf Axelson, Tim Jenkinson, Per Strömberg, and Michael Weisbach, studying 1,157 buyouts between 1980 

and 2008, find that "the economy-wide cost of borrowing is the main driver of both the quantity and the 

composition of debt in these buyouts". They also find that "the use of high leverage in transactions 

negatively affects fund performance, controlling for fund vintage and other relevant characteristics" 

(Axelson et al. 2010). Falk Bräuning, Victoria Ivashina, and Ali Ozdagli find that once a high-yield covenant 

binds, "the drop in investment under incurrence covenants is large and sudden" (Bräuning, Ivashina, and 

Ozdagli 2022). Neither leverage study measures growth equity. The Model's growth-equity structure, which 

Part V requires so that its commitment is the senior claim, supports only this much: it is designed to avoid 

the high transaction leverage on which both findings turn. The companies a growth-equity fund holds may 

still carry debt of their own. 

The one return comparison this paper can cite is a single year. For calendar 2024, Cambridge Associates 

reports growth-equity managers returning 8.8% against 7.9% for buyouts (Cambridge Associates 2025), 

and one year proves nothing about a cycle. 

None of these findings is shown to offset a 50% transfer, and this paper does not claim that any of them 

does. Kruse's gain is a one-time shift in productivity, and how much of it reaches profit depends on each 

firm's margins. Lower turnover is a saving whose size depends on the firm, and a cheaper cost of equity 

reaches the fund, if at all, through the price a later buyer pays, which none of these studies measures. The 

French mandate, the best natural experiment available, moved about 10.5% of pre-tax income to workers 



 

The SAVI Capital Model™: Reform Before Rupture 
White paper | Version 1.0 | October 2026 Page 53 of 110 

with small to nonexistent effects on investment and productivity (Nimier-David, Sraer, and Thesmar 2026). 

The Model moves half of net profit, and no study shows what offsets exist at that scale. 

The owner of a whole market 

The asset managers this paper addresses do not hold one fund but, in aggregate, the market. James Hawley 

and Andrew Williams named such an investor a universal owner, one that "holds in its portfolio a broad 

cross section of the economy" (Hawley and Williams 2000, xv). Its long-term return depends on the 

performance of the whole economy, and on the costs firms impose on one another. Daniel Greenwald, 

Martin Lettau, and Sydney Ludvigson decompose the rise in real per-capita US corporate equity value 

between 1989 and 2017. They find that "40% of this increase was attributable to a reallocation of rewards 

to shareholders", mostly at labour's expense (Greenwald, Lettau, and Ludvigson 2025, 1083 and 1086). In 

a separate line of work, Ľuboš Pástor and Pietro Veronesi find that "political uncertainty commands a risk 

premium whose magnitude is larger in weaker economic conditions" (Pástor and Veronesi 2013).  

Together, the last two findings describe an owner whose returns came in part from labour's share and 

whose required premium rises with political uncertainty. To the extent that the risk Part II describes is 

systematic, it falls on that owner's whole book, and holding the whole market does not diversify it away. 

Part II's evidence establishes association, with causation shown only inside calibrated models, and this part 

claims no more than that. If those associations hold, a pilot of the Model in a small share of assets is where 

an owner begins to learn whether a verifiable sharing structure bears on a risk that security selection alone 

cannot remove. The cost of a pilot is bounded by the capital committed to it, and Appendix C shows its 

scale. Allocation, stewardship, and policy engagement can reduce an owner's exposure to the wider risk, 

but none of them caps it as a commitment caps the cost of a pilot. 

The market context 

Three indicators describe the market into which the Model is offered, and none of them is an argument 

about its returns. Bain's Global Private Equity Report 2026 puts distributions at 14% of net asset value, the 

lowest since 2008 to 2009, with about 32,000 unsold companies worth $3.8 trillion (Bain 2026). In UBS's 

Global Family Office Report 2026, a survey of 307 family offices in more than 30 markets, 60% planned 

changes to their strategic asset allocation (UBS 2026). In Preqin's survey of investors conducted in 

December 2016, 91% of limited partners had declined to invest in a fund because of its proposed terms 

(Preqin 2017). The indicators show investors re-examining allocations and terms, and that is the only sense 

in which the window for a new structure is open. 
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Eligibility, stated once 

This paper is a proposal and not an offering. The one rule of access it states is that The SAVI Group's vehicles 

accept only Qualified Purchasers as the Investment Company Act defines them: natural persons with at 

least $5 million in investments and entities with at least $25 million (15 U.S.C. 80a-2(a)(51)). Nothing in 

Parts V to VIII describes the terms of any particular fund. The terms The SAVI Group stands behind are the 

draft clauses of Appendix B, which it commits to write into the governing documents of its future funds, 

subject to counsel's review. 

An investor who accepts the cost stated at the start of this part has financed an enterprise that shares half 

of its profit with the people who produce it, under terms a verifier can check. That is the behaviour Part IX 

asks the state to recognise. The Fifteen Compact is the public reward for it: one contribution on profit, 

never above 15%, for an enterprise that has shared before tax. 
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Part IX. The Fifteen Compact: the fiscal pillar 

An enterprise that divides half of its net profit among the people who produced it before any tax is assessed, 

and that caps its own pay ratio (Part V), has already performed part of the redistribution that a tax system 

is designed to perform. The Fifteen Compact is the public counterpart of that private act. This part sets out 

its terms through one worked case, Argentina, where the cost of taxing activity can be read in the published 

record. 

What taxing activity costs: the Argentine case 

The World Bank's Doing Business 2020 profile measured the total tax and contribution rate of a 

standardised medium-sized firm in Argentina for calendar 2018, under its own methodology, and reached 

106.3% of its commercial profit. The provincial turnover tax accounted for 53.21 points of that figure, 

employer social contributions for 26.51, the tax on bank credits and debits for 17.25, labour-risk insurance 

for 3.40, and other levies for 2.35, against 3.57 points for the corporate income tax (World Bank 2020). The 

levies on revenue, payroll, and the movement of cash (the turnover tax, employer contributions, labour-

risk insurance, and the bank tax) exceed 100% of commercial profit by themselves, a burden a firm incurs 

whether or not it earns anything. A levy on profit stops when profit stops; a levy on turnover does not. 

One caution attaches to that source. The World Bank discontinued Doing Business on September 16, 2021, 

after an external investigation into data irregularities in the 2018 and 2020 editions (World Bank 2021; 

Machen et al. 2021). The Argentine profile is therefore cited for the structure of the burden alone. The 

statutory rates below show the payroll levies behind one component, and its turnover and bank-transaction 

shares have no second source. 

The rates in force in 2026 show the payroll side. An employer in services or commerce whose sales exceed 

the threshold of a medium-sized firm pays 20.40% of payroll to the pension, family-allowance, 

unemployment, and retirees' health funds, and every other employer pays 18% (Ley 27.541, art. 19). A 

further 6% goes to the employee's health fund (Ley 23.660, art. 16, as amended). The employee pays 11% 

to the pension system (Ley 24.241, art. 11), 3% to the retirees' health insurer (Ley 19.032, art. 8), and 3% 

to the health fund, 17% in all. 

Ley 27.802 of March 6, 2026, changes the employer's position in two ways. For a qualifying new hire it cuts 

the employer's pension, unemployment, family-allowance, and retirees' health contributions to 2% plus 3% 

for 48 months (art. 159), so the statutory rates overstate the marginal cost of that job. Once the law's 

severance fund is in force, 1% or 2.5% of payroll is paid into it with an equivalent reduction in the employer's 

social security contribution (arts. 60, 76, and 167), which changes where the money goes and leaves the 

employer's total unchanged. 

Beside those rates sits a labour market in which 45.0% of employed Argentines worked informally in the 

second quarter of 2026, on an INDEC definition that covers wage earners, the self-employed, and 

employers alike (INDEC 2026). This paper does not attribute that figure to the tax structure alone, since 

informality has many causes. It notes a narrower fact. A state that draws much of its enterprise revenue 

from payroll and turnover collects no payroll contribution on the informal wage work inside that 45.0%, 

and its levies raise the cost of formalising that work by an amount this paper does not estimate. 
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Predistribution and its fiscal counterpart 

The theoretical ground is Jacob Hacker's argument of 2011 that progressive reformers should focus on 

"market reforms that encourage a more equal distribution of economic power and rewards even before 

government collects taxes or pays out benefits". He used "pre-distribution" for "the way in which the 

market distributes its rewards in the first place" (Hacker 2011). The SAVI Capital Model writes such a reform 

into the capital contract (Part V), and The Fifteen Compact draws the fiscal conclusion. The hypothesis the 

pilots test is that a single capped contribution on profit, granted in exchange for sharing before tax, enlarges 

the formal economy and with it the base on which the state relies. This paper does not claim to have proved 

it. 

One contribution, capped at 15 percent 

For a Compact Enterprise, one contribution replaces every national and sub-national tax that the enterprise 

itself bears, among them the corporate income tax, the turnover tax, the tax on bank credits and debits, 

and the employer's payroll contributions. Its base is net profit after the Human Capital Pool, which is paid 

out as wages and taxed in the workers' hands; its ceiling is 15% without exception, and its schedule is a 

ratchet. The same ceiling covers the income taxes and contributions of the enterprise's workers and outside 

investors, through the personal ratchet below. That ratchet applies to the people who work in or invest in 

Compact Enterprises and to no one else. Consumption taxes such as value-added tax and excises, and 

duties on trade, are borne in principle by the buyer and stay outside the Compact, and the enterprise 

collects and remits them as it does today. 

The first million dollars of profit pays 1%, the second pays 2%, and each further million pays one point more, 

up to 15% on the fifteenth million and on everything above it. An enterprise earning $1 million pays 

$10,000. At $15 million the contribution is $1,200,000, an effective 8.00%, and the effective rate reaches 

13.95% at $100 million and 14.89% at $1 billion. The marginal rate climbs one point per million, so the 

effective rate rises continuously and never reaches the ceiling. A small firm pays little while it grows, and 

no firm meets a cliff at any threshold. 

Three conditions make the schedule hold. Related and commonly controlled entities are aggregated before 

the ratchet applies, so that one business cannot divide itself into 15 companies of $1 million each. The 

contribution is never refundable and never levied on turnover or payroll, so that it can count under the 

global minimum tax as a tax on profit (next section). The Compact Charter of Part VII polices every element, 

and its final sanction is loss of the regime and repayment of the relief received. 
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Exhibit 8. The enterprise ratchet: effective rate and contribution by annual profit after the Human Capital Pool. Source: this paper's 
computation (Appendix D). 

Large groups and the global minimum tax 

The ceiling meets an international floor. Under the OECD's Model Rules of 2021, a multinational group with 

consolidated revenue of EUR 750 million or more in at least two of the four preceding fiscal years is subject 

to a minimum effective rate (OECD 2021, art. 1.1.1). Article 10.1 sets it at "fifteen percent (15%)". A group 

whose effective rate in the host country, as the rules compute it, fell below that level under the ratchet 

could be topped up to 15% under another jurisdiction's rules, and that revenue would leave the country 

where the profit was earned. 

The Compact is designed to keep that revenue at home. The host jurisdiction enacts a Qualified Domestic 

Minimum Top-up Tax (QDMTT), which article 5.2.3 of the Model Rules deducts from any top-up another 

country computes (OECD 2021, art. 5.2.3). Under the Administrative Guidance of July 2023, a QDMTT that 

meets the standards of its safe harbour reduces that foreign top-up to zero (OECD 2023b, section 5.1). If 

the contribution qualifies as a Covered Tax and the domestic top-up meets the safe harbour's standards, 

in-scope groups pay a 15% effective rate as the Global Anti-Base Erosion (GloBE) rules measure it, collected 

where the profit was earned. The ceiling holds for Compact taxpayers, and for in-scope groups only on 

those two conditions. If either fails, foreign top-up tax may capture the shortfall. 

Two drafting points follow. The contribution must itself count as a Covered Tax, or it would not enter the 

effective rate the rules test and the domestic top-up would have to raise the full 15% on top of it. The 

Model Rules include in that term taxes recorded "with respect to its income or profits" and taxes "imposed 

in lieu of a generally applicable corporate income tax" (OECD 2021, art. 4.2(a) and (c)). On this paper's 

reading, a contribution on net profit fits both limbs and a levy on turnover or payroll would fail the first, 

which is why the base is fixed where it is. A specialist adviser's opinion is still required before any statute is 
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drafted. On a professional tracker, Argentina has joined the Pillar Two statement but enacted no domestic 

top-up tax (PwC 2026), so the pilot statute must create one. 

The person: a ratchet on income 

The same logic applies to personal income. Below the floor line, $50,000 in the US figures used here, a 

person pays nothing under the personal ratchet. Above it, each band of $10,000 pays one point more than 

the band below, 1% on the first band and 15% on the fifteenth, and all income above $200,000 pays 15%. 

The effective rate is 0.60% at $75,000, 1.5% at $100,000, 6.00% at $200,000, 11.4% at $500,000, and 14.6% 

at $5 million. The ceiling covers the income taxes and contributions the Compact names: the tax on wages 

and Pool payments, the employee's social contributions, and the tax on outside investors' dividends and 

gains from the enterprise. 

The ceiling on persons is coherent with the Model because the Model has already bounded the top of the 

payroll. Inside a Compact Enterprise no salary exceeds 15 to 20 times the lowest wage, so a 15% ceiling on 

salaried income leaves little room for a shelter. For the passive investor the case is thinner, and a 15% 

ceiling on dividends and gains will read to many economists as a concession to capital. The design's one 

defence is that the dividend comes from a profit of which labour has already taken half and on which the 

Compact Contribution has been paid. Appendix D models employees alone, and Part XI takes the objection 

in its strongest form. 

Thresholds travel by index 

The dollar figures are the US expression of a design in which every threshold is a fixed multiple of the host 

country's median wage. The US Bureau of Labor Statistics puts median usual weekly earnings at $1,251 in 

the second quarter of 2026, not seasonally adjusted, which annualises to $65,052 (United States Bureau of 

Labor Statistics 2026b). Against it, the floor line is 0.77 times the median, the top of the personal ratchet is 

3.07 times, and each band is 0.15 times (Appendix D). 

Argentina's median gross wage for registered private-sector employees was 1,608,682.59 pesos in May 

2026 on the data of the Sistema Integrado Previsional Argentino (SIPA). That is about 20.9 million pesos a 

year, counting 12 monthly wages and the statutory supplementary wage as a thirteenth (Secretaría de 

Trabajo 2026a). The two medians cover different universes, so the transfer is a rule of design and makes 

no claim of statistical equivalence. Applied to the Argentine median, the floor and the bands shrink in 

proportion. 

The floor and the taper 

Below the floor line, education and medicine are free at the point of use. The benefit then tapers across a 

band, $50,000 to $75,000 in the US expression, in which access is partly subsidised. The taper is designed 

so that an extra dollar of earnings never costs more in lost benefit than it brings. The logic is that of Milton 

Friedman's negative income tax, which withdraws support gradually as earnings rise (Friedman 1962, 191-

92). The basket is defined in the pilot statute; primary care, medicines, schooling, and vocational training 

are the candidates. 
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What the worker gains 

Appendix D compares what a registered employee in Argentina pays today with what the same employee 

would pay under the Compact on the indexed thresholds. Today's burden combines the 17% of employee 

contributions with the wage income tax. The contributions run up to the contributory cap that the 

Administración Nacional de la Seguridad Social (ANSES) resets each month (4,303,619 pesos a month in 

May 2026, the month of the median wage the model uses; Secretaría de Seguridad Social 2026). The tax is 

computed on the 2026 annual-liquidation deductions of the Agencia de Recaudación y Control Aduanero 

(ARCA), a non-taxable minimum of 6,019,671.36 pesos and a special employee deduction of 28,894,422.56 

pesos (ARCA 2026a). At the median wage the worker pays 17.0% of gross pay today, all of it contributions, 

because the deductions place the income tax threshold higher; under the Compact the same worker pays 

0.3%. At twice the median the figures are 17.0% and 2.8%, at five times the median 22.3% and 9.5%, and 

at 20 times 31.7% and 13.6% (Appendix D, Exhibit 9). 

In proportion to today's burden the relief is largest for ordinary earners, nearly all of it removed at the 

median and most of it at twice the median. In percentage points it is broadly similar across incomes, 16.7 

points at the median, 12.8 at five times, and 18.1 at 20 times, and the gain at the top is the ground of the 

tax-cut objection Part XI answers. 

 
Exhibit 9. Personal burden as a share of gross pay in Argentina, today and under the Compact, from half the median registered 
wage to 50 times it. Employee contributions plus wage income tax, with the contributory cap at its May 2026 value. Source: 
Appendix D. 

Three limits belong beside those figures. The first is method. The contributory cap is annualised like the 

wage, at 13 times its May 2026 monthly value. The thirteenth salary is assumed to be capped at the same 

level. The calculation derives the annual wage-tax scale by rescaling ARCA's July-to-December scale by the 

ratio the annual-liquidation deductions show, since no separate annual-liquidation scale was located. 

The second limit is the employer's side of the payroll, 20.40% or 18% plus 6%, which Appendix D's 

comparison omits and the Compact removes. If gross wages are unchanged, the profit its removal releases 
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is divided like any other, half to the pool and half to the capital that financed the firm, and the Compact 

Contribution is assessed on the half that remains after the Pool. Who finally bears a payroll tax, and so who 

gains from its removal, is a question of incidence the static model does not answer. 

The third limit is what today's contributions buy: the employee's 17% finances a pension entitlement, the 

retirees' health insurer, and the health fund. The pension saving moves under the Compact to the personal 

account of Part X. The employee's 3% and the employer's 6% to the health fund now finance health cover 

for earners above the taper band, whom the non-profit arms do not serve. Who provides that cover under 

the Compact is a term the design has yet to settle. Appendix D's comparison excludes both its value and its 

cost, so the worker's net position is not final until the pilot statute chooses. 

The design offers three options for exploration, one for each of those entitlements, and each keeps the 

taxes the Compact covers inside the single 15% ceiling. The first makes health cover for every employee a 

benefit of employment that the Compact Enterprise provides as a cost of business, deducted before profit, 

so that it lowers the profit base and adds no tax. Its price is that a smaller profit is also a smaller Human 

Capital Pool, so the employees fund half of their own cover. The second leaves the health cover of current 

retirees with the old system, financed as its legacy pensions are in Part X. The third, a floor pension 

guaranteed by the old system, belongs to the pension bridge of Part X. The pilots and their independent 

evaluators develop, price, and test these options, and the pilot statute adopts what the evidence supports. 

Each institution's own non-profit arm 

Under Sustainable and Social Impact, each Compact Enterprise delivers 10% to 25% of its services free to 

the floor population through a non-profit arm that it designates and controls. A hospital does so through 

its foundation, a school group through its own vehicle, and The SAVI Group through The SAVI Ministries 

(Part V). An enterprise whose output is not an essential service, a software firm or a logistics carrier, meets 

the commitment in cash or in capacity contributed to arms that deliver one. The value delivered, at cost, is 

reported each year against the tax relief received, and the Charter's verifiers check both numbers. The arm 

is the institution's own, which is why the Compact names no single charity and prescribes no single 

programme. 

Precedents 

In the United States, an S corporation wholly owned by its employee stock ownership plan generally pays 

no federal income tax on its earnings, the closest precedent for a tax privilege tied to employee ownership. 

The corporation itself is not subject to the income tax (IRC 1363(a)), and a plan qualified under section 

401(a) may hold its shares (IRC 1361(c)(6)). The plan's share of the income is excluded from the unrelated 

business income tax (IRC 512(e)(3)). The result is conditional on the anti-abuse rule of section 409(p) and 

remains subject to the entity-level taxes on built-in gains and excess passive income (IRC 1374 and 1375). 

Other jurisdictions have taxed shared or favoured enterprise at lower and simpler rates. Spain taxes the 

cooperative results of fiscally protected cooperatives at 20%, with a further 50% reduction in the resulting 

liability for specially protected cooperatives, worker cooperatives among them (Ley 20/1990, arts. 33.2(a), 

34.2, 7(a)). Guangdong's regulations of August 26, 1980, set a lower rate for its three special zones. They 

provided that "The enterprise income tax rate in the special zones is 15 percent" for Shenzhen, Zhuhai, and 
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Shantou (Guangdong Province 1980, art. 14). Outside the zones, the joint-venture income tax law adopted 

the same year set 30% plus a local tax of a tenth of the tax assessed, about 33% in all (People's Republic of 

China 1980, art. 3). Paraguay levies 10% on corporate net income (Ley 6380/2019, art. 21). 

Two further precedents sit closer to the Compact's terms. India's Companies Act 2013 obliges large 

companies to spend "at least two per cent. of the average net profits of the company made during the 

three immediately preceding financial years" on corporate social responsibility (s. 135(5)), a spending 

commitment written into statute. Argentina's own Régimen de Incentivo para Grandes Inversiones (RIGI) 

grants qualifying large investments an income tax rate of 25% and a stability guarantee of 30 years from 

the date of adhesion (Ley 27.742, arts. 178 and 183). Each precedent carries one element of the Compact. 

None combines them, and none conditions its rate on sharing half of profit before tax. 

Equality, 1789, and article 16 

A regime that taxes some enterprises at a lower rate must answer the charge that it creates a privileged 

class, and Part III makes the charge concrete. The exemptions of the ancien régime were privileges of birth, 

held by estates and paid for by those who held none. Sargent and Velde describe the taille as a direct tax 

"from which the nobility was exempt" (Sargent and Velde 1995, 483). The Compact's rate is earned by a 

behaviour, the sharing of half of profit before tax and the capping of pay, that is open to any enterprise 

adopting the standard and is certified by verifiers who answer to the Charter. 

Argentina's Constitution states the test. Article 16 admits no "prerrogativas de sangre, ni de nacimiento" 

and declares that "La igualdad es la base del impuesto y de las cargas públicas", equality as the basis of 

taxation and public burdens (Constitución de la Nación Argentina, art. 16). On this paper's reading, a lower 

rate open to everyone on the same condition is equality before the tax, and one reserved to a class is what 

the article forbids. 

The signed commitments of the host country 

On July 9, 2024, in Tucumán, the President, 17 provincial governors, and the Head of Government of the 

City of Buenos Aires signed the Pacto de Mayo (Casa Rosada 2024). Its fifth point commits the signatories 

to "Una reforma tributaria que reduzca la presión impositiva, simplifique la vida de los argentinos y 

promueva el comercio", a tax reform that lowers and simplifies the burden. The eighth commits them to 

"Una reforma laboral moderna que promueva el trabajo formal", a labour reform that promotes formal 

work. The ninth commits them to "Una reforma previsional que le dé sostenibilidad al sistema y respete a 

quienes aportaron", a pension reform that sustains the system and respects those who contributed. 

The Fifteen Compact is proposed as one way to serve all three at once, a claim the pilots exist to test. The 

paper presents that alignment as an alignment with signed national commitments, carried by 18 of the 

country's 24 jurisdictions, and with no political party. 

What the regime costs the state, and who carries the people the old taxes now support, are the questions 

Part X answers with the arithmetic of Appendix D. 
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Part X. The transition: two systems in parallel 

A reform that reassigns functions between the state and the enterprise, imposed on everyone at once, 

would court the correction by rupture that Part III describes. The Fifteen Compact is therefore designed as 

a parallel transition and not as a compulsory replacement. The new system grows beside the old one by 

choice, and the old one winds down as its population ages out while honouring every obligation to its last 

beneficiary. Nobody is moved across against his or her will, and nobody loses a right already earned. This 

paper's hypothesis for the transition is that a parallel, opt-in regime with published expansion triggers can 

move an economy toward predistribution without the shock that sinks structural reform. 

Stage one: private initiative, no law required 

The first stage needs no statute. Enterprises adopt the Four Tenets voluntarily, under their own names, and 

publish Tenet Reports verified to the Charter's standard. Asset managers that commit a vehicle, family 

offices, hospitals that run their own non-profit arm, and universities acting as independent evaluators form 

a coalition. This stage is both proof and advocacy. It generates the evidence that Part VI says does not yet 

exist, and it assembles the constituency that asks a legislature for the second stage, in Argentina on the 

strength of the Pacto de Mayo's signed commitments (Part IX). The private sector moves first and asks 

government to follow. 

Stage two: the pilot statute 

A host jurisdiction enacts the Compact as an opt-in regime, open to any enterprise that meets the Charter. 

Everyone else stays in the existing system, which the statute does not amend. A stability clause reduces the 

risk of reversal for adopters over a stated term, although constitutional, judicial, and legislative risks remain, 

and the RIGI guarantee cited in Part IX, 30 years from adhesion, shows the form (Ley 27.742, art. 178). The 

pilot statute extends a guarantee of that kind to Compact Enterprises of every size. The same statute enacts 

the domestic top-up tax that Part IX requires for groups within the global minimum, and it defines the floor 

basket and the taper. 

Stage three: expansion by triggers 

The regime widens, to more sectors and more provinces or states, only as published indicators are met. 

Four indicators are proposed: formal employment in the covered population, net public revenue counted 

with the formalisation gains and the fiscal cost together, coverage of the floor population, and the quality 

of the services delivered through the arms as measured by the evaluators of stage one. Each trigger is a 

number set in the statute before the pilot begins, and each expansion is a legislative act that cites the 

number. The state's exposure thereby widens only on evidence, and so does the coalition's claim to 

expansion. 

Stage four: convergence 

When coverage passes a stated share of formal employment, the Compact becomes the default for newly 

formed enterprises. The old system stays open to any enterprise and any person who prefers it. 

Convergence therefore changes the default, and the two systems run in parallel for as long as any 

beneficiary of the old system, survivors included, holds a right in it. 
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Exhibit 10. The four stages of the transition, the gate before each, and the old system beneath them. Source: this part. 

The pension bridge 

A central question in any such transition is who pays the pensions of people already retired. A worker who 

joins a Compact Enterprise keeps every pension right already accrued: those rights are frozen at the date 

of transfer and converted into a recognition bond, indexed to inflation and redeemed at retirement. The 

precedent is Chile's reform of 1981. Decreto Ley 3.500 of 1980 provided for the issue of "un título de deuda 

expresado en dinero que se denominará Bono de Reconocimiento" for the periods contributed (D.L. 3.500, 

art. 3 transitorio). The bond was adjusted by the consumer price index and bore "un interés del cuatro por 

ciento anual, el que se capitalizará cada año" (art. 9 transitorio). New saving goes into a personal, portable 

account funded from the worker's share of the Human Capital Pool. 

Two safeguards are written into the design. The enterprise makes a minimum contribution to the account 

in a year without profit, so that a bad year for the firm does not become a lost year for the worker's 

retirement. The account is also invested away from the employer: it may not be concentrated in the 

employer's own securities. The pattern is an American rule. A participant in an employee stock ownership 

plan who has reached 55 with 10 years of participation may direct "at least 25 percent of the participant's 

account" into other investments, and 50% in the final election year (IRC 401(a)(28)(B)). 

The static arithmetic marks the limits of the bridge. Appendix D estimates the pension-financing share of 

the payroll contributions that a covered firm and its workers would stop paying. The employee total it uses 

excludes the 3% health-fund contribution, so it applies the 11 pension points of the employee's 14 and the 

12.35 points of the employer's 20.40 to the 2025 contribution totals, after removing the public sector's 

share (18.3% of employee and 13.7% of employer contributions; ARCA 2026c). For the formal private 

economy that share is about 3.1% of GDP. Set against the profit of that economy, which the model brackets 
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between 9% and 15% of GDP, it equals 21% to 34% of profit, more than the entire Compact Contribution 

at its 15% ceiling. No slice inside the ceiling can carry today's retirees, and the paper does not pretend that 

one can. 

The ceiling therefore holds only under three conditions. The first is that current retirees stay financed by 

the old system's own revenue, still collected from every enterprise and worker that has not opted in, and 

by the general budget that already supports it. In 2025 the national system counted 1.446 contributors for 

every benefit in payment on its official, broad definition (Secretaría de Trabajo 2026b), and its pension 

spending exceeded the pension contributions that Appendix D estimates. 

The second condition is that the accrued rights of workers who move across are converted into recognition 

bonds that the state pays at their retirement, which spreads the cost over decades, as Chile's did. The third 

is that coverage expands only as fast as the public accounts can carry the bridge, which is the purpose of 

the revenue trigger in stage three. Each worker who moves takes a contribution out of a pay-as-you-go 

system and leaves an obligation behind. The recognition bond records and defers it without cancelling it, 

and the triggers pace it. Appendix D does not estimate that liability, and an actuarial estimate per cohort 

of movers is among the first tasks of a pilot. 

Chile is a precedent for the bond and for nothing wider, and it differs in two ways. Its new system was 

compulsory for everyone who first affiliated after December 31, 1982 (D.L. 3.500, art. 1 transitorio), while 

the Compact compels nobody and leaves the old system open. Chile also added a solidarity pillar in 2008, 

the Pensión Básica Solidaria of Ley 20.255, since replaced for old age by the Pensión Garantizada Universal 

of Ley 21.419 (Ley 20.255). That gave its funded accounts a public floor, and the Compact must say where 

its own floor lies. The minimum contribution keeps an account growing in a year without profit, and the 

Compact floor supplies education and medicine below the line, but neither guarantees a pension level. 

The option this paper offers for exploration keeps the taxes the Compact covers inside the single 15% 

ceiling. During the transition the old system's revenue guarantees a floor pension to any Compact worker 

whose account proves insufficient, a public floor of the kind Chile added. Its limit is that this revenue comes 

from the same narrowing base that finances current retirees, so the guarantee grows dearer per remaining 

contributor as the old system contracts. Its cost is counted in the revenue trigger that paces coverage. The 

pilots and their evaluators price the guarantee on the first cohorts of movers before the pilot statute fixes 

its level. 

The fiscal bridge 

Public services funded by the old taxes do not disappear on the first day of the pilot. Three sources are 

designed to replace that revenue over time: the Compact Contribution, the formalisation of work now 

outside the system (45.0% of employment in Argentina in the second quarter of 2026), and the floor 

services that enterprises deliver through their arms. Those services count as fiscal substitution only where 

they are measured at cost, audited, and matched to services the state would otherwise provide to the same 

population. 

Appendix D measures the taxes the Compact replaces at their recent yield. They are the corporate income 

tax, at its 2024 share because the OECD has published no later year's breakdown, and the provincial 
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turnover tax, the bank-transaction tax, and both halves of the social security contributions on private 

payrolls in 2025. Together they raised about 12.8% of GDP (Appendix D, built on DNIAF 2026, DNAP 2026, 

and OECD et al. 2026). 

Contributions on public payrolls are removed, and La Pampa's turnover tax is missing from the 2025 totals, 

so the figure approximates what the formal private economy pays. The profit of that economy is not 

observed directly, so the model brackets it between 9% and 15% of GDP, and it applies an average effective 

rate near 14%, an assumption that holds only if most profit is earned by firms well above the fifteenth 

million. Because the contribution is levied on profit after the Pool, covered profit is half the profit before it. 

On those assumptions the contribution that replaces the old taxes raises about 0.63% to 1.05% of GDP, a 

floor that excludes the personal ratchet on Pool income, which Appendix D does not model. A pilot covering 

1% of that economy therefore costs about 0.12% of GDP a year before any formalisation or growth effect, 

and at 5% coverage the cost is about 0.6%. At full coverage the state would collect roughly 12% of GDP less 

from enterprises and their workers than it does today. 

The coverage figures scale taxes and profit by the same share, which assumes that adopters pay the old 

taxes and earn profit in the economy's average proportions. An opt-in regime will draw first the firms with 

most to gain, those whose old taxes are high relative to their profit. The cost of early coverage may 

therefore run above the average the model applies, and the revenue trigger has to be set on measured 

adopters. 

On that arithmetic the Compact is no revenue-neutral tax swap. At full scale it reassigns functions from the 

state to the enterprise. The Human Capital Pool raises take-home pay directly, and on its own it replaces 

none of the pensions, family allowances, unemployment cover, and health insurance that payroll 

contributions finance. The non-profit arms are designed to deliver part of the floor the public service 

budget now funds, to the extent the measured services match it, and the personal accounts carry future 

pensions in place of part of a pay-as-you-go system. 

The static model also omits what the design is built to produce. It counts no revenue from the 45.0% of 

workers now outside the formal economy, no growth effect of taxing profit instead of activity, and none of 

the value of the services delivered at cost against the relief received. Whether those effects are large 

enough to close the gap is what the pilots exist to measure, and the expansion triggers make every widening 

of the regime conditional on that measurement. 

A design that caps the taxes it covers at 15%, funds a floor from the enterprises themselves, and runs beside 

a pension system it does not dismantle invites objections. Four are aimed most directly at these two parts: 

that a 15% top rate is a tax cut for the rich, that the state loses revenue it cannot replace, that special 

regimes are captured or repealed, and that the author of this paper would benefit from its adoption. Part 

XI states each in its strongest form, with its best source, and answers it, conceding in each case the limit 

that remains. 
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Part XI. Objections answered 

A transition that moves nobody against their will and widens only as evidence allows still rests on claims a 

careful reader will test before the first pilot opens. Part XI puts twelve of those tests in their strongest form, 

each with the source a sceptic would cite, and answers each. Every answer ends with the limit the paper 

concedes. The concession is the point. Exhibit 11 collects the twelve in one table. 

The diagnosis contested 

The first objection holds that the concentration figures are overstated. Smith, Zidar, and Zwick (2023) allow 

for the higher returns the rich earn and put the top 0.1% at 15.7% of wealth in 2016, against 18.4% in the 

Saez and Zucman series. Auten and Splinter (2024, 2179), on income, find "little change in aftertax top 

income shares". Part I anchors on the Federal Reserve's Distributional Financial Accounts, more 

conservative at the top than the Saez and Zucman series, on which the top 0.1% held 8.6% of net worth in 

1989 and 15.0% in 2026. The correction's authors write that it "does not change the fundamental story for 

top wealth shares" (Smith, Zidar, and Zwick 2023, 515), and after-tax income is a different quantity from 

the ownership of capital. The limit remains: levels differ by several points, the after-tax dispute is open, and 

the paper never uses the higher estimates as a headline. 

The second objection holds that inequality reflects skills, technology, and competition, which no contract 

can repeal. Goldin and Katz (2008) gave it its classic form, the race between education and technology, and 

Acemoglu and Restrepo (2021) attribute 50% to 70% of the change in the US wage structure over four 

decades to task automation. Autor and his co-authors (2020) trace the falling labour share to reallocation 

toward high-markup superstar firms. Part II concedes much of this and sets against it Stansbury and 

Summers (2020, 2), for whom declining worker power is "large enough to be able to explain the entire 

decline in the aggregate labor share". The Model need not settle that contest: it acts inside the firm on the 

division of profit, whatever produced it, and pays everyone on an adopting company's payroll an equal 

share for time worked. The limit is that the Model does not address education, skill premia, or industry 

concentration, so a worker outside an adopting enterprise gains nothing from it. 

The Model contested 

The third objection holds that private equity creates value and is not extractive, so the Model misreads the 

industry it would reform. Using nearly 1,400 US buyout and venture funds, Harris, Jenkinson, and Kaplan 

(2012) find that average US buyout funds beat the S&P 500 by 20% to 27% over a fund's life, net of fees. 

Davis and his co-authors (2019) report that employment "shrinks 12% over two years after buyouts of 

publicly listed firms" but "expands 15% after buyouts of privately held firms", with productivity gains "large 

on average". The paper quotes both halves. The Model changes who shares the value the industry creates, 

and it applies through growth equity, where the commitment can be the senior claim (Part V). The limit is 

that Phalippou's reading of returns, cited in Part I, remains contested, and that the paper makes no general 

employment claim beyond the two findings it reports. 

The fourth objection is the strongest in the paper: sharing half of net profit will starve the firm of retained 

earnings. It rests on reasoning, because the evidence stops far below that share. The intuition is sound and 

the paper does not argue it away. 
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When France extended mandatory profit-sharing to firms with 50 or more employees, firms with excess 

profits distributed on average 10.5% of pre-tax income and the labour share rose 1.8 points, with small to 

nonexistent effects on investment and productivity (Nimier-David, Sraer, and Thesmar 2026). In the 

working paper, average pay rose about 3.5% with no fall in base wages (Nimier-David, Sraer, and Thesmar 

2023). That is evidence of no detected harm in that setting, at about a tenth of pre-tax income, and no 

study this paper found reaches a half. The limit is the paper's central open question and the first pre-

registered outcome of the Appendix E pilots: what happens to investment, hiring, and valuation when the 

share is 50%. 

The fifth objection holds that impact funds underperform, so the Model asks investors to pay for virtue. 

Barber, Morse, and Yasuda (2021) find that impact venture funds earned internal rates of return 4.7 points 

below traditional venture funds. The same paper finds that the investors in its sample accepted 2.5 to 3.7 

points less for impact before committing, a measured price for alignment. Against that price the Model 

offers a term an auditor can check, an equal payment per employee from audited profit, where ESG ratings 

agree with one another at a correlation of only 0.54 (Berg, Kölbel, and Rigobon 2022). In Appendix C a 

portfolio earning five times its cost returns 3.84 times net, an internal rate of return of 38.2%, in a 

conventional fund and 2.38 times, or 22.0%, in a Model fund. The limit is that the Model's cost exceeds the 

impact discount so far observed, and no study cited here shows investors paying for verifiability. 

At its strongest, the same objection attacks Part VIII's answer to that cost, the universal-owner argument 

that concentration lowers growth and raises political risk across a whole portfolio. Forbes (2000) finds that 

within 45 countries, 1966 to 1995, higher inequality was followed by higher five-year growth, a result she 

says does not contradict the long-run negative cross-country pattern. Barro (2000) finds the relation 

positive in richer countries, and Ritter (2005) finds a correlation of minus 0.37 between real equity returns 

and real per-capita growth across 16 countries from 1900 to 2002. Growth and shareholder returns are 

different things. 

The answer is that Part II reports its growth associations as correlations, the top-quintile one significant 

only at the 10% level (Dabla-Norris et al. 2015). Part VIII rests the universal-owner case on political risk, 

which Pástor and Veronesi (2013) find carries a premium "larger in weaker economic conditions", a finding 

about policy uncertainty in general. The limit is that no cited study ties that premium to concentration or 

sizes it against the Model's cost, so the universal-owner argument is the paper's least tested claim and does 

not by itself justify the cost. 

The timing and the regime contested 

The sixth objection holds that nothing forces a correction: public debt is cheap while rates sit below growth, 

and Part II's chain from concentration to credit and crisis is unproven. Blanchard (2019, 1197) puts the first 

half best, that "if the future is like the past" then "public debt may have no fiscal cost". For the second, 

Bordo and Meissner (2012) find in 14 advanced countries, 1920 to 2000, "no evidence that a rise in top 

income shares leads to credit booms", and Coibion and his co-authors (2020) find poorer Americans 

borrowing less, relative to income, where inequality is higher. Part II states the debt loop as co-movement 

and a modelled mechanism, and Part IV's case rests on observed prices, current levels that do not by 

themselves show rates staying above growth. The 30-year Treasury yield stood at 5.64% on September 30, 
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2026, and the Federal Open Market Committee raised its target range by a quarter point on September 16, 

2026 (United States Treasury 2026b; Federal Open Market Committee 2026). The limit is that rates could 

fall again and restore Blanchard's premise; the paper does not need them to stay high, since Part IV argues 

only that the old instruments cost more today than when the regime was built, or offer less, and predicts 

no crisis. 

The seventh objection holds that a 15% top rate is a tax cut for the rich, since a ceiling binds hardest at the 

top. For pay inside a Compact Enterprise, the answer is that the 15% ceiling never meets an unbounded 

salary. There the Fair and Transparent Compensation tenet caps every employee's total compensation, the 

chief executive's included, at 15 to 20 times the lowest-paid worker's, and half of the profit has gone to the 

workforce before tax. Appendix D shows the result for a registered Argentine employee: 17.0% of gross 

pay today and 0.3% under the Compact at the median wage, and 31.7% against 13.6% at 20 times the 

median. The limit sits in that last pair and in the outside investor. A person at 20 times the median keeps a 

larger share of a larger income, and outside investors pay at most 15% on dividends and gains of any size 

where Argentina's personal income tax scale now reaches 35%, an incidence Appendix D does not model. 

The eighth objection holds that the state loses revenue, and the paper's own arithmetic is its strongest 

source: Appendix D finds that the replaced taxes raise about 12.8% of GDP from Argentina's formal private 

economy, and that the Compact Contribution, levied on profit after the Human Capital Pool, would raise 

about 0.63% to 1.05% before the personal ratchet on Pool income. The answer is to bound the exposure. 

A pilot covering 1% of the formal economy costs about 0.12% of gross domestic product a year before any 

formalisation effect, and about 0.6% at 5%, a cost sized to be measured and stopped. The regime widens 

only as published indicators are met, net public revenue among them, and informality of 45.0% in the 

second quarter of 2026 marks the base to formalise (INDEC 2026). Part X keeps current retirees on the old 

system's revenue, outside the ceiling. The limit is that the static gap is the paper's own number and the 

offsets are hypotheses; at full coverage the state collects roughly 12% of gross domestic product less from 

enterprises, a reassignment of functions and never a revenue-neutral swap. 

The ninth objection holds that special regimes get captured or repealed, and special economic zones are 

its evidence. Preferential rates attract firms that reclassify to qualify, and legislatures withdraw them when 

revenue tightens, the risk against which Argentina's RIGI regime promises 30 years of fiscal stability. The 

paper's first answer is structural. The qualifying act is the surrender of half of net profit to the workforce 

before tax, verified each year under the Compact Charter. A firm that claims the rate without sharing the 

profit becomes a case for the verifier and for sanctions ending in loss of the regime. Two subtler risks 

remain: a firm can reduce the profit it reports, or price related-party dealings to move profit out of the 

base, shrinking the Pool and the contribution together. 

The second answer is political: an open standard, a statute with a stability clause, published triggers, and a 

coalition larger than any one firm are designed to make repeal costlier than for a zone granted to a few. 

That is a judgment no pilot has yet tested. The limit is that reversibility can be reduced and never removed; 

a later legislature can repeal a statute, and a stability clause is worth what the courts make of it. 
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Interest, risk, and analogy 

The tenth objection is that the author benefits, and conflict of interest is the right name for it: The SAVI 

Group designed the Model, runs funds that would apply it, and would gain if it were adopted. The front 

matter's note on authorship states all three facts, and the design answers the rest. The Fifteen Compact is 

an open standard any enterprise may take up without licence, though its tax treatment needs a statute and 

certification. No sentence rests on The SAVI Group's performance because none is offered, and Appendix 

E gives the evaluating universities control of the analysis data and of the publication. Appendix F records 

the corrections the research identified in the firm's own published claims, which the firm published on 

October 1, 2026. The limit is that The SAVI Group would still benefit if the idea spread, and says so; a reader 

should weigh the design by its clauses and the evidence by its sources, which do not depend on the firm. 

The eleventh objection comes from agency theory: workers would receive half of the upside while bearing 

none of the risk, and Fama and Jensen (1983) assign the residual claim to those who bear it. The paper 

accepts the theory and disputes the premise. A worker's human capital is among the least diversified assets 

anyone holds, often tied to one employer, one trade, and one town, and in the pandemic the lowest-paid 

workers had the steepest and most persistent job losses (Dalton et al. 2021). The Pool itself carries risk, 

because it is paid from audited net profit and a year without profit pays nothing. 

As a design rule, salary stays whole, a condition the shared-capitalism evidence attaches to the effects it 

finds (Blasi et al. 2008). Appendix B's dependent-contractor rule guards against relabelled roles, and the 

payroll records Appendix E requires let the evaluators test whether slower wage growth offsets the Pool. 

The limit is that pay additional to salary is a real transfer from the financial investor, who alone can lose 

capital, and Appendix C states it in dollars. 

The twelfth objection holds that the historical analogies overreach. Harper (2017, 15) attributes Rome's 

decline to climate and disease, writing that "Biological change was even more forceful than the physical 

climate in deciding the fate of Rome", a thesis with its own critics (Haldon et al. 2018). White (1989, 545) 

argues that the French crisis was avoidable, since "Had the earlier policies been continued, it is unlikely that 

a severe crisis would have occurred in 1788/89". Part III claims recurrence of correction and no single cause; 

its Roman case is the Republic's political crisis, not the Empire's end, and White's reading supports its point 

that the form of correction was a late choice. Scheidel (2017) finds every major compression came through 

war, revolution, state failure, or plague, with "no repertoire of benign means of compression that has ever 

achieved results that are even remotely comparable". The limit is that the record describes a distribution 

of outcomes, from which the paper predicts nothing, and the pilots can test the Model, never Scheidel's 

historical finding. 

Two of the twelve objections, the untested scale of the share and the static fiscal gap, are conceded in full 

and turned into the outcomes the pilots must measure. The rest are answered within stated limits. What 

remains is a bounded design with a stated cost and named evidential gaps, and Part XII asks the institutions 

able to close them to do so. 
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Exhibit 11. Twelve objections, the strongest source for each, the paper's answer, and the limit conceded. 

Objection 
Its strongest 

source 
The paper's answer The limit conceded 

The 

concentration 

figures are 

overstated 

Smith, Zidar, and 

Zwick (QJE 2023); 

Auten and Splinter 

(JPE 2024) 

The paper anchors on the 

conservative Fed series; the 

series cited agree on the 

direction of the trend 

Levels differ by several 

points; the paper never 

uses the high estimate as 

its headline 

Inequality 

reflects skills, 

technology, and 

competition, not 

power 

Goldin and Katz 

(2008); Acemoglu 

and Restrepo 

(NBER w28920); 

Autor et al. (QJE 

2020) 

Part of it does; Stansbury and 

Summers attribute much of the 

wedge to declining worker 

power, and the Model acts 

inside the firm whatever the 

cause 

The Model does not 

address education, skill 

premia, or industry 

concentration 

Private equity 

creates value; it 

is not extractive 

Harris, Jenkinson, 

and Kaplan (NBER 

w17874); Davis et 

al. (NBER w26371) 

The Model is no attack on 

private equity; it changes who 

shares the value, and it uses 

growth equity 

Davis et al. find 

employment falls 12% 

after public-to-private 

buyouts and rises 15% 

after private-firm 

buyouts, with large 

productivity gains; the 

paper quotes both 

Sharing half of 

profit will starve 

the firm of 

retained earnings 

Economic 

intuition; no study 

at 50% 

At 10.5% of pre-tax income the 

French mandate showed small 

to nonexistent effects on 

investment and productivity 

No evidence exists at 

50%; this is the purpose 

of the pilots 

Impact funds 

underperform, 

and the 

universal-owner 

case does not 

rescue them 

Barber, Morse, 

and Yasuda (JFE 

2021); Forbes 

(AER 2000); Barro 

(JEG 2000); Ritter 

(PBFJ 2005) 

Investors already accept 2.5 to 

3.7 points less for impact; the 

Model offers verifiable terms 

where ratings offer scores; Part 

VIII rests the universal-owner 

case on priced political 

uncertainty (Pástor and 

Veronesi 2013), which no cited 

study ties to concentration 

The cost is real and 

larger than the impact 

discount (Appendix C); 

the universal-owner 

argument is the paper's 

least tested claim 

Nothing forces a 

correction: public 

debt is cheap, 

and the credit 

chain is unproven 

Blanchard (AER 

2019); Bordo and 

Meissner (JIMF 

2012); Coibion et 

al. (JEEA 2020) 

The 30-year yield at 5.64% and 

the 2026 rate rise weaken the 

first premise; Part II states the 

debt loop as co-movement and 

a modelled mechanism 

Rates could fall again; 

the argument does not 

depend on a crisis 
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Objection 
Its strongest 

source 
The paper's answer The limit conceded 

A 15% top rate is 

a tax cut for the 

rich 

Standard tax-

incidence 

reasoning 

Inside a Compact Enterprise, top 

pay is capped at 15 to 20 times 

the lowest-paid and half of 

profit has already gone to 

workers before tax 

Outside investors also 

pay 15%; Appendix D 

shows the outcome for 

employees only 

The state loses 

revenue 

Static fiscal 

arithmetic 

(Appendix D) 

Formalisation, a pension bridge 

outside the ceiling, and directly 

delivered services replace it over 

time; the pilot is bounded 

Appendix D states the 

static gap; the offsets are 

hypotheses the 

expansion triggers 

measure 

Special regimes 

get captured or 

repealed 

The history of 

special economic 

zones 

Sham sharing fails annual 

verification; an open standard, a 

statute with a stability clause, 

and a coalition larger than any 

one firm raise the cost of repeal 

Political reversibility can 

be reduced, not 

removed; reduced 

reported profit and 

related-party pricing 

remain risks 

The author 

benefits 
Conflict of interest 

Disclosed in front matter; the 

Compact is an open standard 

with no licence; no claim rests 

on The SAVI Group's 

performance 

The SAVI Group would 

still benefit if the idea 

spreads, and says so 

Workers get 

upside without 

bearing risk 

Agency theory 

(Fama and Jensen 

1983) 

Workers already carry firm-

specific risk through their jobs; 

the Pool is zero in loss years; 

salary stays whole as a design 

rule 

Pay additional to salary is 

a real transfer; the paper 

names it 

The historical 

analogies 

overreach 

Harper (2017) on 

Rome; White 

(1989) on 1789 

Part III claims recurrence of 

correction, not a single cause; 

the pilots test the Model, not 

Scheidel's finding 

The paper describes a 

risk distribution; it 

predicts nothing 
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Part XII. Conclusion: advice, not command 

The SAVI Group cannot change the system alone. We are a small firm with a framework, a set of draft 

clauses, and a willingness to be tested. The change this paper describes belongs to institutions far larger 

than ours. The measurement that opened the paper still stands. One household in a thousand holds about 

a seventh of American household wealth, and about a quarter of the corporate equities and fund shares 

that households hold outside defined-contribution pension plans, on the Federal Reserve's series, the 

paper's conservative anchor. 

History has corrected concentration of this kind before, and Part III set out how. On Scheidel's reading, 

every major compression on record came through catastrophe, and no peaceful reform achieved one at 

comparable scale. Scheidel also finds that those compressions faded once the shocks passed, which is why 

the correction proposed here is designed to be written into contracts and statutes that outlast their 

moment. The paper proposes one designed correction: contractual, opt-in, measurable, and limited until 

the evidence warrants expansion. Part IV showed that cheaper money, imported disinflation, and public 

borrowing, the instruments that absorbed distributional tension for four decades, cost more today than 

when the regime was built, or offer less. That reading predicts no crisis; it argues for choosing the form of 

adjustment while the choice is still open. 

The role we claim is that of an advisor. An advisor brings the design and the research behind it, reports 

what the evidence shows, and implements no change in capital markets or tax codes. Part V and Appendix 

B specify The SAVI Capital Model to the level of a clause. Parts IX and X specify The Fifteen Compact to the 

level of a statutory outline and a timetable. Both are offered for others to test, adapt, and improve under 

their own names. 

Five commitments follow from that role, and each can be checked. We offer the Four Tenets and The 

Fifteen Compact as an open standard, free of licence, to any enterprise or jurisdiction. We commit to write 

the Model's terms into the legal documents of every fund The SAVI Group raises from this point, in the 

form Appendix B sets out. We commit to open our vehicles to independent evaluation under Appendix E 

and to publish the results, favourable or not. We commit to serve as advisor to any institution that designs 

its own version, with its own non-profit arm in the place that The SAVI Ministries holds for us. The fifth 

commitment applies the Compact Charter's conflict rules to our own arm now, before any Compact exists: 

services priced at arm's length, no compensation to the founder from the arm, and public accounts. 

Each commitment has a surface on which it can be verified. The open standard is verified by any adopter 

who takes up the published terms without a licence. The fund documents are verified by the investors who 

sign them and by the annual Tenet Report Part VII requires each company to publish. The evaluation is 

verified by publications the evaluators control and we cannot edit, and the advice by the institutions that 

take it up. The conflict rules are verified by the arm's published accounts. A commitment with no such 

surface would be a sentiment, and this paper has tried to carry none. 

Three requests follow, each with a first step available this year. We ask universities, above all their 

economics, business, and public-policy faculties, to co-design a pre-registered evaluation of the first pilots 

and to control its analysis data and its publication. We ask asset managers to commit one vehicle or one 
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sleeve to the Model and to join the coalition that will ask governments for the Compact. We ask 

governments to legislate an opt-in pilot regime with a stability clause and published expansion triggers, so 

that it grows only as its evidence allows. None of the three requires the others to move first, and the first 

requires no law at all. 

The open questions are the reason for the pilots, and we state them as a research agenda. The first is what 

happens to investment, hiring, and valuation when half of net profit is shared, where the evidence now 

stops at a tenth. The second concerns the Human Capital Pool at exit, when one year's share can exceed 

many years of salary. The pension bridge is the third, its size and the pace at which public accounts can 

carry it. The fourth is the net fiscal effect once formalisation is measured and no longer assumed, and the 

fifth is the quality of the services the non-profit arms deliver to the floor, judged by the people who receive 

them. Each is measured against a comparison group and outcomes fixed in advance under Appendix E, 

which limits the room to choose a favourable result afterwards. 

A second set of questions concerns the Compact's own design, and we state them as solutions to be 

explored and developed, with every tax held inside the single 15% ceiling. The first is who funds health 

cover for earners above the floor's taper band once employee contributions sit inside the ceiling. One 

option is employer cover as a cost of business, deducted before profit. It adds no tax but lowers the profit 

base, and with it the Human Capital Pool, the contribution, and the investors' return. Another addresses 

the contribution that today funds retirees' health insurance. It keeps the health cover of current retirees 

with the old system, financed as its pensions are. 

The second question is separate: who guarantees a floor pension to a Compact worker whose personal 

account proves insufficient. The option offered is the old system's own revenue during the transition, as 

Part X already requires for current retirees. Each option keeps the ceiling intact without removing the cost. 

The cost moves to the enterprise or stays with the old system until that system's population ages out. The 

pilots and the actuarial work should show which combination carries the cost, and the evaluation should 

record it. 

Each of those questions needs a pilot, and most also need modelling, legal design, or actuarial work. The 

paper does not claim to have the answers. It claims that the questions are urgent, that the design is specific 

enough to be tested, and that the institutions reading it are the ones able to test it. We would rather be 

proved wrong in a pilot than right in a crisis. The SAVI Group offers to work with the institutions that take 

the next step and to publish what they find, whichever way the evidence falls. 

Santiago Vitagliano Founder, Chairman, and Chief Executive Officer of The SAVI Group and principal 

architect of The SAVI Capital Model Correspondence through the inquiry form at thesavigroup.com/inquiry. 

https://thesavigroup.com/inquiry/
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Appendix A. Glossary 

Each defined term of The SAVI Capital Model and The Fifteen Compact has one name here, and the variants 

used on the firm's website and in its design files are named and retired. A capitalised term that Appendix B 

defines carries its contract meaning; the other entries are the paper's policy, tax, and model terms. 

Bifurcation at the top: the division of every Profit Dollar, before the preferred return, the catch-up, and the 

carry, half to the Human Capital Pool and half to the Financial Capital Pool (Appendix B2). The site's "The 

Distribution Waterfall" names the same mechanic. 

Compact Charter: the six obligations binding every Compact Enterprise (Part VII). They run from the annual 

Tenet Report and rotated independent verification to a protected whistleblower channel, graduated 

sanctions ending in loss of the regime and repayment of relief, and conflict rules for the arm. 

Compact Contribution: the single contribution a Compact Enterprise is designed to pay, under a pilot 

statute, in place of every levy on its income, turnover, payroll, and financial transactions (Part IX and 

Appendix D). The enterprise ratchet assesses it on net profit after the Human Capital Pool, never above 

15%. Value-added tax, excises, and trade duties, which fall on the buyer in law whatever their economic 

incidence, stay outside the ceiling. 

Compact Enterprise: an enterprise that has adopted the Four Tenets, meets the Compact Charter, and has 

opted into the regime under a pilot statute (Parts IX and X). 

Compact floor: the income line below which education and medicine are free at the point of use, $50,000 

in the US expression, 0.77 times the median wage (Part IX). A taper band to $75,000 withdraws the benefit 

gradually. 

"Conscious Capital": the framework's former brand name, which the site's glossary records as renamed The 

SAVI Capital Model in September 2025. The paper uses the name only here, to retire it. 

Eligible Employee: every person on a Company's payroll during the fiscal year, executives included, and 

anyone working for it exclusively or substantially full-time for more than six months (Appendix B1). Other 

contractors are excluded. 

Employee Trust: the trust each Company settles with an independent trustee to hold the Trust Class Share 

and the Pool, pay it per FTE Share, and act for the workforce (Appendix B1). It has standing to sue in its own 

name as a party to the Pool Agreement and as the fund agreement's named third-party beneficiary 

(Appendix B10). 

Enterprise ratchet: 1% on the first million dollars of profit, 2% on the second, and one point more on each 

further million up to 15% on the fifteenth and above (Appendix D). 

Equitable Profit-Sharing: the first of the Four Tenets, the bifurcation at the top and the Human Capital Pool 

it funds (Part V). The site's numbered labels for the tenets are retired. 
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Ethical and Principled Stewardship: the third tenet, an annual review of each Company's effects on 

employees and communities by a committee with an independent member, escalating from a remediation 

plan to intervention by the Fund and then to mandatory exit (Appendix B7). The site's "Principled 

Stewardship" is the same tenet. 

Fair and Transparent Compensation: the second tenet, a charter term capping every employee's total 

annual compensation, the chief executive's included, at 15 to 20 times the lowest-paid full-time Eligible 

Employee's, set by industry and never above 20 (Appendix B6). The site's "Fair Compensation" and "CEO-

to-worker ratio" are retired forms. 

The Fifteen Compact: the fiscal regime this paper proposes, named for its single 15% ceiling on enterprises 

and persons alike (Parts IX and X). Offered as an open standard, it is designed to need no licence to adopt, 

subject to counsel's review. 

Financial Capital Pool: the half of each Profit Dollar that goes to the Fund and runs the conventional 

waterfall on terms the Model fixes, an 8% hurdle compounding annually, a full catch-up to 20%, and 80 to 

20 thereafter, calculated on the whole fund (Part V; Appendix B2). The site's "LP and GP Mechanics" 

describes this pool; its proportions are unmodified and its base is half the profit. 

Growth equity: private capital for companies with little or no acquisition debt, through which the Model is 

applied so that the division of profit is the senior claim on earnings (Part V). The site's "Growth Equity versus 

Leveraged Buyouts" asserts a return differential the paper does not cite. 

Human Capital Pool: the half of each Profit Dollar that belongs to the employees, paid yearly to the 

Employee Trust and distributed equally per FTE Share, in addition to salary and never forfeited (Appendix 

B3). An FTE Share is one share for a full-time employee for the whole year, pro rata otherwise; the chief 

executive holds one. 

Non-profit arm: the non-profit institution each adopter designates in its fund documents to receive the 

overage above the outperformance threshold and deliver the service commitment (Appendix B8, the 

Designated Non-Profit Arm). A hospital names its foundation, a university its endowment, and The SAVI 

Group names The SAVI Ministries, a legally independent institution whose Endowment receives the 

overage (Part V). The arm enforces the threshold itself, as the fund agreement's named intended third-

party beneficiary of that covenant (Appendix B10). 

Outperformance threshold: the point at which the limited partners' cumulative net distributions reach 5.0 

times their total contributions, fees included, at fund level (Appendix B8). Beyond it every further Financial 

Capital Pool dollar, the manager's share included, goes to the arm. The site's "5x Investor Threshold", "5x 

equity multiple", and "5x distribution multiple" are retired forms. 

Pension bridge: the conversion of a moving worker's accrued pension rights into an inflation-indexed 

recognition bond redeemed at retirement, on the precedent of Chile's Decreto Ley 3.500 (Part X and 

Appendix D). New saving goes to a personal account funded from the Pool; current retirees stay with the 

old system. 
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Personal ratchet: 0% up to the Compact floor, one point more on each further band of $10,000, and 15% 

on all income above $200,000 in the US expression (Part IX and Appendix D). It applies to the workers and 

investors of Compact Enterprises alone, with their social contributions, Pool wages, and investment income 

inside it. 

Predistribution: Hacker's term for market reforms that spread economic power and rewards before the 

state taxes or transfers, spelled "pre-distribution" in his text (Hacker 2011). The Model is predistribution in 

the capital contract, the Compact its fiscal counterpart (Part IX). 

Profit Dollar: each dollar of Net Profit and each dollar of Exit Gain (Appendix B1). Net Profit is a Company's 

audited net income for a fiscal year, before any distribution to stockholders and before the Pool. Exit Gain 

is the proceeds of the Fund's disposal of its interest, less invested capital and less Retained Financial 

Earnings, the past Net Profit retained for the Fund and not distributed, so no dollar is divided twice 

(Appendix B4). The Fund times any disposal after notice to the Trust, which holds no veto. 

Qualified Domestic Minimum Top-up Tax: the domestic tax of article 10.1 of the OECD's Model Rules by 

which a host jurisdiction itself tops up an in-scope group to the 15% minimum; article 5.2.3 deducts it from 

any foreign top-up, which falls to zero where the domestic tax meets the July 2023 safe harbour (OECD 

2021, 2023b; Appendix D). 

Qualified Purchaser: the investor class of section 2(a)(51) of the Investment Company Act, a natural person 

with at least $5 million in investments or an entity with at least $25 million (15 U.S.C. 80a-2(a)(51); Part 

VIII). 

The SAVI Capital Model: the Four Tenets written as contract terms in the four documents of Appendix B 

(Part V). The SAVI Group, the firm founded by Santiago Vitagliano that designed the Model and would 

benefit from its adoption, commits to write them into every fund it raises from this point. The site's 

definition adds platforms and technology systems the paper leaves out. 

Service commitment: the obligation of each Compact Enterprise to deliver 10% to 25% of its services free 

to the floor population through its non-profit arm, or to contribute cash or capacity to an arm that does 

(Appendix B9 and Part IX). The value is reported at cost against the tax relief received. 

Sustainable and Social Impact: the fourth tenet, the outperformance threshold written as a distribution 

term in the fund agreement, with the service commitment that applies inside the Compact (Part V). 

Tenet Report: the annual report each Company publishes on the Pool paid per FTE Share, the pay ratio and 

its benchmark, stewardship findings, the arm's flows, and services delivered at cost (Appendix B12 and Part 

VII). An accredited verifier, rotated at least every five years, checks it. 

Trust Class Share: the single share of a special class each Company issues to the Employee Trust (Appendix 

B5). Its charter rights forbid amending the pool entitlement and the pay ceiling, bar any merger, conversion, 

or asset sale that would impair them unless the acquirer assumes them on identical terms, and require the 

share's separate consent to each. It has no other economic or voting right. 
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The site's "Encoded versus Expressed" survives only as the adjective for a term a counterparty can enforce; 

the Model's terms are a commitment for future fund documents, never terms already executed. 

The site's glossary holds 43 entries (The SAVI Group n.d.). Fifteen are reconciled in the entries above, and 

four more (The SAVI Group, The Four Tenets, The SAVI Ministries, and its Endowment) name the institutions 

and the tenets, which the paper uses as proper names. The other 24 define no term this paper uses. Twenty 

are doctrinal: Asset Loop, Strategic Symmetry, Resilient Hubs, Symmetric Middle, Intelligence Alpha, Shared 

Intelligence, The Trust Dividend, The Complexity Tax, Fortress Assets, Structural Inclusion, K-Shaped 

Society, Ownership Without Participation, Symbolic ESG, Moral Debt, Talent Arbitrage, Liquidity of 

Reputation, Governance Theater, Redistribution of Ownership Creation, Sovereign Hard Stop Clause, and 

The Mandate. Four describe the firm's platforms and technology systems. 



 

The SAVI Capital Model™: Reform Before Rupture 
White paper | Version 1.0 | October 2026 Page 78 of 110 

Appendix B. Model terms 

This appendix restates the terms of The SAVI Capital Model in plain English, condensed from the draft 

clauses prepared for this paper (version 2.4, dated October 1, 2026). They are model terms for discussion, 

not legal advice, and no licensed lawyer has yet reviewed them. The authorities named in the notes were 

checked at the level of published summaries, and their current text must be confirmed. Before any adopter 

signs, licensed counsel in the governing jurisdiction reviews the securities, employment, and tax questions 

that each note identifies. 

B0. Four documents, each carrying what it can enforce 

A term binds only the parties to the document that holds it, so the Model places each term in the document 

whose parties can enforce it. Employees are not parties to the fund agreement, which is why their claim 

cannot live there alone. The architecture spreads the terms across four documents. The charter carries 

what must survive a change of owner, and the trust gives a changing workforce a single holder with 

standing. 

Document Parties Terms it carries 

Company 

charter 

(certificate of 

incorporation) 

The Company and its stockholders 

The Trust Class Share and its rights (B5); 

the pay ceiling (B6); the stewardship 

duty (B7); the service commitment 

under the Compact (B9) 

Human Capital 

Pool Agreement 

The Fund, the Company, and the 

Employee Trust 

The bifurcation (B2); the Pool (B3); the 

exit payment (B4); enforcement (B10) 

Employee Trust 

deed 

The Company as settlor and an 

independent trustee 

Holding the Trust Class Share and the 

Pool; paying FTE Shares; acting for 

employees 

Fund limited 

partnership 

agreement 

The general partner and the limited 

partners, with the Designated Non-

Profit Arm as named third-party 

beneficiary of B8 and each Employee 

Trust as named third-party beneficiary 

of the Fund's promise to perform the 

Pool Agreement (B10) 

The bifurcation, jointly with the Pool 

Agreement (B2); the Financial Capital 

Pool waterfall; the stewardship ladder, 

jointly with the charter (B7); the 

outperformance threshold and the non-

profit arm (B8); amendment protection 

(B11); reporting (B12) 

B1. Defined terms 

The Company is the portfolio company in which the Fund invests, and the LPA is the Fund's limited 

partnership agreement. The Employee Trust is a trust settled by the Company with an independent trustee, 

which holds the Trust Class Share and receives and distributes the Human Capital Pool. The Trust Class 

Share is the single share of a special class described in B5. The Pool Agreement is the Human Capital Pool 

Agreement among the Fund, the Company, and the Employee Trust. 

Net Profit is the Company's audited net income for a fiscal year, measured before the Human Capital Pool 

itself is charged and before any distribution to stockholders is paid from it. Retained Financial Earnings are 
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the Financial Capital Pool's half of each year's Net Profit that the Company kept instead of paying out, net 

of any later payment of it. Exit Gain is what the Fund receives on disposing of its interest in the Company, 

less the capital it invested in that interest and less the Retained Financial Earnings. Invested capital and 

Retained Financial Earnings return to the Financial Capital Pool and are never divided again, so each Profit 

Dollar is divided once. Each dollar of Net Profit and each dollar of Exit Gain is a Profit Dollar. The Human 

Capital Pool is the half of each Profit Dollar allocated to employees under B2, and the Financial Capital Pool 

is the other half together with returned invested capital. 

Eligible Employee means every person on the Company's payroll during the fiscal year, the chief executive 

and the other executives included. A dependent contractor, meaning a natural person who has worked for 

the Company exclusively or substantially full-time for more than six months, counts as an employee for the 

Pool and for the pay ceiling, so that neither can be avoided by relabelling a role. Other contractors are 

excluded. An FTE Share is one share for a full-time employee employed for the whole year. Part-time staff 

receive the fraction that their contracted hours bear to full-time hours, and joiners and leavers the fraction 

of the year's days for which they were employed. 

B2. Bifurcation at the top 

Each Profit Dollar is divided before any preferred return, catch-up, or carried interest is calculated, with 

half going to the Human Capital Pool and half to the Financial Capital Pool. The clause sits in both the Pool 

Agreement and the LPA, so that the Fund and the Company owe the same division to the Trust. The 

Financial Capital Pool then runs a conventional waterfall whose proportions are unmodified and whose 

base is half the profit: an 8% preferred return compounding annually, a full catch-up until the general 

partner holds 20% of the profits distributed, and 80 to 20 thereafter, calculated on the whole fund. 

Investors' economics therefore change, and the clause says so plainly. Appendix C shows that, on the same 

companies and on its stated assumptions, a Model fund below the threshold pays its investors exactly what 

a conventional fund pays at half the profit. This clause is the contractual form of Equitable Profit-Sharing. 

B3. The Human Capital Pool 

After each annual audit the Company pays the Human Capital Pool to the Employee Trust, which pays it 

out in equal amounts per FTE Share. The payment is additional to salary, and an amount once earned is 

never forfeited. The chief executive holds one FTE Share, like every other full-time employee, so the firm's 

upside reaches its leader by the same route as every other worker. In a year without Net Profit the Pool is 

zero. 

Three notes govern the drafting. In the United States, a Pool paid currently each year is a bonus program 

and not a pension plan under the Employee Retirement Income Security Act, provided its payments are not 

systematically deferred to the end of employment or beyond (29 C.F.R. section 2510.3-2(c)). The retirement 

accounts proposed under The Fifteen Compact are a separate plan with their own rules. A close statutory 

precedent, the United Kingdom's employee ownership trust regime under Schedule 37 of the Finance Act 

2014, requires trust property to benefit all eligible employees on the same terms while allowing variation 

by remuneration, length of service, and hours. The Model is stricter, allowing variation by hours and time 

employed only. In the United States, subject to counsel's review, Pool payments are designed to be treated 

as compensation, deductible to the Company and subject to payroll taxes. 
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B4. Exit Gain 

On any disposal of its interest in the Company, the Fund pays half of the Exit Gain to the Employee Trust 

before applying its own waterfall. The Trust distributes that amount per FTE Share to the Eligible Employees 

of the year of disposal. The Fund decides the timing of any disposal. Before it signs one, it gives the 

Employee Trust written notice within the period the Pool Agreement sets and consults the Trust in good 

faith; the Trust has no veto over the decision. Two drafting routes are available. The default is a contractual 

payment from the Fund, designed to be taxed as compensation income to employees when the Trust 

distributes it, and it is the simpler of the two. 

The alternative issues the Trust, at acquisition, a class of Company equity entitled to half of any value above 

the Fund's cost, so that the gain arises inside the Trust. Equity issued for services by a private company can 

rely on the Rule 701 exemption for compensatory plans, whose aggregate limit in any twelve months is the 

greater of $1 million, 15% of total assets, or 15% of the outstanding class. This route needs securities and 

tax counsel before it is chosen, and the default needs tax counsel too. 

B5. Survival on sale: the Trust Class Share 

The term is written to survive a sale, subject to the governing law and to counsel's review. The Company 

issues one share of a special class, the Trust Class Share, to the Employee Trust, and the charter writes out 

its rights in full. The charter provides that the Pool entitlement in B2 and B3 and the pay ceiling in B6 may 

not be amended, repealed, or made inapplicable. No merger, consolidation, conversion, sale of 

substantially all assets, or reorganisation may eliminate or adversely affect the share, the Pool, or the pay 

ceiling in B6 unless the surviving or acquiring entity assumes them on identical terms. Each of these acts 

requires the separate consent of the Trust Class Share, which carries no economic right and no vote beyond 

that consent. 

Under Delaware law, a charter amendment that would adversely alter the powers, preferences, or special 

rights of a class requires a separate vote of that class (Delaware General Corporation Law, section 

242(b)(2)). The Delaware Supreme Court confines that protection to rights expressed in the charter under 

sections 102(a)(4) and 151(a). It holds that the rights, preferences, and limitations of preferred stock "must 

be expressly and clearly stated" (Elliott Associates, L.P. v. Avatex Corp., 715 A.2d 843 (Del. 1998)), which is 

why the clause writes the rights out in full. Section 242 does not itself reach mergers, so the protection 

against a merger is an express provision, and provisions of this kind are read strictly and must name mergers 

and conversions in terms. 

A Company may also incorporate as a Delaware public benefit corporation, which records shared prosperity 

as its public benefit and requires directors to balance the interests of stockholders, employees, and that 

benefit (sections 362 and 365). That status does not entrench the terms by itself, because since the 2020 

amendments a corporation can leave it by a majority vote (section 363). The Trust Class Share is the device 

designed to entrench the terms, subject to the governing law. 

B6. Fair and Transparent Compensation 

The total annual compensation of any employee, the chief executive included, may not exceed a stated 

multiple of the total compensation of the lowest-paid full-time Eligible Employee. Compensation here 
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means salary, bonus, equity awards at grant-date value, and benefits. The board sets the multiple for the 

Company's industry within a band of 15 to 20 times, discloses the benchmark it used, and may never exceed 

20 times. 

Within that range the Company sets pay for each role as its industry and labour market determine; the 

clause limits the spread, not the scale. Pool payments are equal per FTE Share and are excluded from both 

sides of the ratio, so the ceiling governs pay alone. The ratio's base is stricter than that of the pay-ratio 

disclosure the Securities and Exchange Commission requires under section 953(b) of the Dodd-Frank Act, 

a disclosure and not a cap, which compares the chief executive with the median employee (SEC 2015). Part 

V sets out why the level is justified on its own grounds. 

B7. Ethical and Principled Stewardship 

Ethical and Principled Stewardship is enforced through a ladder written into the charter and the LPA. Each 

year a committee with at least one independent member reviews the Company's effects on its employees 

and the communities in which it operates. A failed review triggers a remediation plan with dated 

milestones, and a failed plan triggers intervention by the Fund through changes to the board. Continued 

failure obliges the Fund to exit, and B5 is written so that the Pool and the pay ceiling survive that exit. 

B8. The outperformance threshold and the non-profit arm 

Once the limited partners have received cumulative net distributions equal to 5.0 times their total 

contributions, fees included, every further distribution of the Financial Capital Pool is paid to the Designated 

Non-Profit Arm named in the LPA. The rule applies to the limited partners' share and the general partner's 

share alike. For funds of The SAVI Group the Arm is The SAVI Ministries Endowment, and each adopter 

names its own. Appendix C shows that, on its assumptions, the threshold first binds at a gross multiple of 

about 12.2 times, so the clause is a commitment about the tail of outcomes and is presented as one. The 

Arm enforces this term itself: the LPA names it an intended third-party beneficiary of the B8 covenant and 

states that intent in terms. With the service commitment in B9, the clause gives Sustainable and Social 

Impact its contractual form. 

The note for tax counsel is specific. The allocation must be fixed in the LPA at formation, before any income 

accrues, so that no partner ever holds a right to the diverted amounts. An alternative issues the Arm its 

own interest in the Fund at formation. Either route raises assignment-of-income and unrelated-business-

income questions for non-profit tax counsel. 

B9. The Compact service commitment 

The commitment in B9 applies only where the Company operates under The Fifteen Compact. The charter 

obliges the Company to deliver 10% to 25% of its services free to the population below the Compact floor, 

the income line below which education and medicine are free (Appendix A), through its own non-profit 

arm. A Company that produces no essential services contributes cash or capacity to an arm that does. Value 

delivered is reported at cost against the tax relief received, so the exchange at the centre of the Compact 

can be read from a single line of the annual report. 
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B10. Enforcement 

The enforcement right sits outside the fund agreement because employees are not parties to it. The 

Employee Trust is a party to the Pool Agreement, with a direct right of action against the Fund and the 

Company for the terms in B2 to B7 and in this clause, and it holds the Trust Class Share for B5. The 

outperformance threshold and the non-profit arm in B8 are enforced by the Designated Non-Profit Arm, 

named in the fund agreement as an intended third-party beneficiary of that covenant. Each Eligible 

Employee holds a claim against the Trust for his or her FTE Share and may require the trustee to act. 

Disputes go to arbitration seated in a neutral jurisdiction, while emergency and injunctive relief remain 

available in court. 

The design avoids a weaker route deliberately. Delaware lets a non-party enforce a contract only where 

the parties intended to benefit it, the benefit was a gift or satisfied an obligation, and that intent was a 

material part of the contract's purpose, a test Delaware courts apply strictly. Making the Trust a party to 

the Pool Agreement means its right under that agreement does not depend on passing that test. As a 

second route, the fund agreement names each Employee Trust an intended third-party beneficiary of the 

Fund's promise to perform the Pool Agreement, and states that intent in terms so that the test is met; 

employees still do not become parties to the fund agreement. 

The Employee Trust also receives the information it needs to test the figures. Within 120 days after each 

fiscal year end the Company delivers its audited accounts and a statement of the Pool calculation. The Fund 

delivers a statement of the Exit Gain calculation for each disposal. Once a year the trustee may appoint an 

independent accounting firm to examine the books and records behind either calculation, related-party 

transactions included. If the examination finds an underpayment of more than 5%, the Company, or the 

Fund for an Exit Gain, bears its cost and pays the shortfall with interest; otherwise the Trust bears the cost.  

B11. Amendment protection 

Any amendment touching the terms from B2 to B10 requires three consents, from the general partner, 

from a supermajority in interest of the limited partners, and from the Employee Trust's trustee, in addition 

to the approvals the governing law requires. The first two follow ILPA Principles 3.0, which recommend that 

any amendment to the limited partnership agreement require the general partner's consent and a 

supermajority in interest of the limited partners (ILPA 2019). Those principles are industry guidance and 

carry no force of law. The third consent gives the people who are owed the Pool a veto over any change to 

it. 

B12. Reporting and verification 

Each Company publishes an annual Tenet Report covering the Pool paid per FTE Share, the pay ratio and 

the benchmark behind it, the stewardship findings, the flows to the non-profit arm, and the services 

delivered at cost. An independent assurance provider checks the report and is rotated at least every five 

years. The provider is licensed or accredited to perform assurance engagements where it practises, and it 

conducts a reasonable-assurance engagement under ISAE 3000 (Revised) or an equivalent national 

standard (IAASB 2013). Most items in the report are counts or amounts, which is what allows an outsider 

to audit the claim instead of trusting it. 
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What remains before an adopter signs 

For the purposes of this paper the terms are complete as model terms for discussion, and labelled as such. 

Execution is a different matter. Securities counsel reviews the LPA, the Trust's interests, and, if equity 

carries the exit payment, Rule 701. Employment counsel reviews the pay ceiling, the dependent-contractor 

rule, and local labour law, and tax counsel reviews the characterisation of the Pool and of the exit payment 

and the allocation in B8. A Company outside Delaware needs local counsel, because a perpetual class right 

in the charter is a Delaware construction that other jurisdictions must reproduce in their own form. 
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Appendix C. Worked waterfall 

This appendix runs one illustrative fund twice, once as a conventional fund and once under the Model, on 

identical companies with identical timing, so that the cost Part VIII states can be read row by row. Every 

figure is illustrative: the fund does not exist, the outcomes are not projections, and nothing here represents 

the past or future performance of any vehicle of The SAVI Group. The script (The SAVI Group 2026a), re-

run on October 1, 2026, reproduces the table. 

The fund and its assumptions 

The fund invests $100 million at the outset in a growth-equity portfolio and holds it for five years. It charges 

a management fee of 2% of invested capital a year, paid by the limited partners at the start of each year, 

so their total contributions come to $110 million. Each gross outcome is a multiple of the capital invested: 

at 5 times gross the portfolio returns $500 million, of which $100 million is capital and $400 million is profit. 

A quarter of the profit arrives as net income in five equal annual instalments and three-quarters as gain on 

sale at the end of year five, when the capital is returned. That split is an assumption. Re-run with none of 

the profit annual and with half of it annual, the model leaves every multiple in the table unchanged, while 

the internal rates of return move, rising as more of the profit arrives early. 

The conventional fund runs a European, whole-of-fund waterfall on every dollar of profit, the structure ILPA 

treats as best practice (ILPA 2019). The limited partners first receive their contributions back with a 

preferred return of 8% a year, compounding on contributions not yet returned. The general partner then 

receives a full catch-up until it holds 20% of the profit distributed, and every further dollar is split 80 to 20. 

Among the funds with a hurdle in Metrick and Yasuda's sample of 238 funds, 1993 to 2006, 8% is the modal 

rate (Metrick and Yasuda 2010). 

The Model fund runs the same waterfall with the same parameters on the Financial Capital Pool, after every 

Profit Dollar, annual or exit, has been divided 50/50 at the top, and invested capital returns to the financial 

side undivided. Because each year's net income is paid out as it arises, no Retained Financial Earnings 

accumulate and the exit gain is divided once (Appendix B1). Once the limited partners' cumulative 

distributions reach 5.0 times their $110 million of contributions, $550 million, every further dollar of the 

Financial Capital Pool goes to the non-profit arm, the manager's share included. The conventional 

comparator has no bifurcation and no threshold. The portfolio is assumed to employ 500 full-time people, 

and the per-employee figure is cumulative over five years. 

Gross 

outcome 
Fund 

Investor 

net 

multiple 

Investor 

IRR 

Carry to 

the 

manager 

($ million) 

Human 

Capital 

Pool ($ 

million) 

Pool per 

full-time 

employee 

($) 

To the 

non-profit 

arm ($ 

million) 

2x Conventional 1.65x 11.8% 18.0 0 0 0 

2x Model 1.36x 6.9% 0.0 50.0 100,000 0 

3x Conventional 2.38x 22.0% 38.0 0 0 0 

3x Model 1.65x 11.8% 18.0 100.0 200,000 0 
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Gross 

outcome 
Fund 

Investor 

net 

multiple 

Investor 

IRR 

Carry to 

the 

manager 

($ million) 

Human 

Capital 

Pool ($ 

million) 

Pool per 

full-time 

employee 

($) 

To the 

non-profit 

arm ($ 

million) 

5x Conventional 3.84x 38.2% 78.0 0 0 0 

5x Model 2.38x 22.0% 38.0 200.0 400,000 0 

7x Conventional 5.29x 51.5% 118.0 0 0 0 

7x Model 3.11x 30.6% 58.0 300.0 600,000 0 

12x Conventional 8.93x 78.0% 218.0 0 0 0 

12x Model 4.93x 48.3% 108.0 550.0 1,100,000 0 

25x Conventional 18.38x 131.7% 478.0 0 0 0 

25x Model 5.00x 63.4% 110.0 1,200.0 2,400,000 640.0 

Exhibit 7, in Part V, draws these results. 

Reading the three central rows 

At 3 times gross the conventional fund returns its investors 2.38 times their contributions, an internal rate 

of return of 22.0%, and pays the manager $38 million of carry. The Model fund returns 1.65 times at 11.8%, 

pays the manager $18 million, and pays $100 million into the Human Capital Pool, $200,000 per full-time 

employee over five years. At 5 times gross the figures are 3.84 times and 38.2% against 2.38 times and 

22.0%, with $78 million of carry against $38 million and $200 million in the Pool. At 7 times gross they are 

5.29 times and 51.5% against 3.11 times and 30.6%, $118 million of carry against $58 million, and $300 

million in the pool, $600,000 per employee. The manager's carry falls with the investors' returns, to about 

half at 3, 5, and 7 times and to nothing at 2 times, because carry is a share of the profit the financial half 

distributes. 

One further row matters to Part VIII. At 2 times gross the conventional fund clears its hurdle and pays $18 

million of carry. The Model fund's investors earn 6.9%, below the 8% hurdle, so the manager earns nothing 

and the investors take the whole financial half. 

The identity 

One rule generates every row below the threshold: a Model fund pays its investors exactly what a 

conventional fund pays at half the profit. The reason is mechanical. The financial half runs an unchanged 

waterfall on half of each Profit Dollar, paid on the same dates. The Model's investors at a given gross 

multiple therefore receive the cash flows of a conventional fund whose profit is half as large. 

The Model at 3 times reproduces the conventional fund at 2 times, 1.65 times and 11.8%. The Model at 5 

times reproduces the conventional fund at 3 times, 2.38 times and 22.0%. The Model at 7 times reproduces 

a conventional fund at 4 times, which the script puts at 3.11 times and 30.6%. 
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On the stated assumptions the match is exact to the dollar and to the date. In the 5 times case both sets of 

investors pay in $102 million at the outset, receive $8 million at the end of each of the first four years, and 

receive $222 million at exit. The rule says nothing about whether a company that shares half its profit earns 

the same gross outcome as one that does not, which is the question of Part VI and of the pilots. 

Where the threshold binds 

The threshold caps the limited partners at $550 million of cumulative distributions, 5.0 times their 

contributions. At 12 times gross the Model's investors stand at 4.93 times, just under the cap, and the arm 

first receives a dollar at a gross multiple of about 12.2 times. Above that point the identity ends by design. 

At 25 times gross the investors stop at 5.00 times, the manager's carry stops at $110 million, $640 million 

passes to the arm, and the Human Capital Pool holds $1.2 billion. The half-the-profit rule would have given 

9.655 times, the conventional fund's result at 13 times, and the conventional fund on the same companies 

returns 18.38 times. Every dollar is still paid to someone: the script checks at each outcome that the sums 

paid to employees, investors, manager, and arm equal the gross proceeds. 

The trigger moves by less than half a multiple with the fee and the holding period: a lower fee or a shorter 

hold brings it down, and a higher fee or a longer hold raises it. The split between annual profit and exit gain, 

re-run at zero and at one half, leaves the trigger unchanged. On these assumptions the threshold is a tail 

commitment, and the paper calls it one. 

What the script tests and what it omits 

Six tests, each designed so that a named wrong version would fail, must pass before the script prints. They 

cover a known rate-of-return case, conservation at four outcomes for both funds, reduction to a plain 20%-

carry fund with the bifurcation and threshold off, zero carry below the hurdle, a threshold that stops the 

investors at exactly 5.0 times and passes the excess to the arm at 30 times gross, and a bifurcation that 

cuts the investors' multiple by more than a full turn at 7 times. The tests check the implementation against 

cases with known answers; they do not test the assumptions. 

The model's omissions treat both funds alike. No transaction fees offset the management fee, no capital is 

recycled, the general partner makes no commitment of its own, and the fund carries no expenses, taxes, 

or borrowing. No company fails, so each row is a single outcome and never a distribution of them. 

Behaviour is outside the model, and the largest question it cannot answer is the one Part VI identifies: 

whether a company that commits half its profit to its employees earns the gross outcome the row assumes. 
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Appendix D. The Compact models 

This appendix carries the arithmetic behind Parts IX and X. Its models are static and illustrative: published 

rates applied to official revenue totals for one year. The profit base is assumed, because the profit of the 

formal private economy is not observed. Two design decisions govern them. The Compact Contribution is 

assessed on profit after the Human Capital Pool, because the Pool is paid as wages and taxed in the workers' 

hands under the personal ratchet. The 15% ceiling covers every tax on the enterprise and the income taxes 

and contributions of its workers and investors; value-added tax, excises, and trade duties, which fall on the 

buyer in law while their economic incidence varies, stay outside it. 

Indexing the thresholds 

Every threshold is a multiple of the host country's median wage. American median usual weekly earnings 

were $1,251 in the second quarter of 2026, not seasonally adjusted, or $65,052 a year (United States 

Bureau of Labor Statistics 2026b). The $50,000 floor is therefore 0.769 times the median, each $10,000 

band 0.154 times, and the $200,000 top 3.074 times. For Argentina the model takes the SIPA median gross 

monthly wage of registered private employees, 1,608,682.59 pesos in May 2026, and counts the half-year 

bonus as a thirteenth wage (Secretaría de Trabajo 2026a). That gives 20,912,874 pesos a year, an indexed 

floor of 16,073,967, a band of about 3.2 million, and a top of 64,295,867. 

The enterprise ratchet 

Annual net profit after the Pool Compact Contribution Effective rate 

$1 million $10,000 1.00% 

$3 million $60,000 2.00% 

$10 million $550,000 5.50% 

$15 million $1,200,000 8.00% 

$16 million $1,350,000 8.44% 

$50 million $6,450,000 12.90% 

$100 million $13,950,000 13.95% 

$1 billion $148,950,000 14.89% 

Exhibit 8, in Part IX, draws this schedule. 

The schedule charges 1% on the first million dollars of profit after the Pool and one point more on each 

further million, up to 15% on the fifteenth and above, so the effective rate rises continuously and no firm 

meets a cliff. Related entities are aggregated, the contribution is never refundable, and it is never levied on 

turnover or payroll. 

Groups inside the global minimum tax 

A multinational group with consolidated revenue of EUR 750 million or more in at least two of the four 

preceding fiscal years falls within the OECD's Model Rules, whose minimum rate is 15% (OECD 2021, arts. 

1.1.1 and 10.1). On its own base the ratchet leaves such a group below that rate. At $100 million of profit 
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after the Pool it pays $13,950,000, an effective 13.95%, against the $15,000,000 that 15% would take, a 

shortfall of $1,050,000. On that base the shortfall is the same at every profit above $15 million, because 

the first $15 million of profit pays $1,200,000 against $2,250,000 and every dollar above it pays 15%. 

The Compact's answer is a Qualified Domestic Minimum Top-up Tax enacted in the pilot statute. Article 

5.2.3 of the Model Rules deducts a qualified domestic top-up from the top-up any other country computes 

(OECD 2021, art. 5.2.3). Under the Administrative Guidance of July 2023 a domestic tax that meets the safe 

harbour reduces that foreign top-up to zero (OECD 2023b, section 5.1). If the top-up qualifies, the host 

collects the ratchet and the top-up together, 15% in all on this simplified base, and that total does not 

exceed the Compact's own 15% ceiling. 

Two conditions attach. First, the contribution must count as a Covered Tax, and the Model Rules include 

taxes recorded "with respect to its income or profits" and taxes "imposed in lieu of a generally applicable 

corporate income tax" (OECD 2021, art. 4.2(a) and (c)). On this paper's reading, pending a specialist 

adviser's sign-off, a contribution on net profit meets both limbs where a levy on turnover or payroll would 

not. The GloBE rules compute income by their own method, so a real top-up differs from this illustration. 

Second, a qualifying domestic top-up must exist: Argentina has joined the Pillar Two statement and enacted 

no domestic top-up tax for 2024 to 2026 (PwC 2026), so a pilot statute that admits in-scope groups would 

need to create one. 

The personal ratchet 

Annual income Contribution Effective rate 

$50,000 $0 0.00% 

$75,000 $450 0.60% 

$100,000 $1,500 1.50% 

$200,000 $12,000 6.00% 

$500,000 $57,000 11.40% 

$1 million $132,000 13.20% 

$5 million $732,000 14.64% 

The personal schedule mirrors the enterprise one: nothing up to the Compact floor, one point more on 

each further band of $10,000, and 15% above $200,000. It applies to the workers and investors of Compact 

Enterprises alone, with their social contributions, Pool wages, and investment income inside the ceiling. 

What a registered employee pays, today and under the Compact 

Multiple of the median 

wage 
Gross pay (pesos a year) Today Under the Compact 

0.5 10,456,437 17.0% 0.0% 

0.77 16,102,913 17.0% 0.0% 
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Multiple of the median 

wage 
Gross pay (pesos a year) Today Under the Compact 

1 20,912,874 17.0% 0.3% 

2 41,825,747 17.0% 2.8% 

3 62,738,621 19.3% 5.8% 

5 104,564,368 22.3% 9.5% 

10 209,128,737 28.4% 12.2% 

20 418,257,473 31.7% 13.6% 

50 1,045,643,684 33.7% 14.4% 

Exhibit 9, in Part IX, draws these figures. 

Today's burden has two parts for a single registered employee without dependants. The first is the 

employee's social contributions, 11% to the pension system, 3% to the retirees' health insurer, and 3% to 

the health fund, 17% in all (Leyes 24.241, 19.032, and 23.660). They stop at the maximum contributory 

base, 4,303,619 pesos a month in May 2026, the month of the median wage, annualised by thirteen like 

the median (Resolución ANSES 110/2026, via Secretaría de Seguridad Social 2026). The model caps the 

employee's contributions only. 

The second part is the wage income tax on gross pay less those contributions, less the non-taxable 

minimum of 6,019,671.36 pesos and the special employee deduction of 28,894,422.56 pesos in ARCA's 

annual-liquidation table for 2026 (ARCA 2026a). The tax follows the nine-bracket article 94 scale, 5% to 

35% (ARCA 2026b). ARCA publishes that scale only as a December cumulative, so the model rescales it by 

the ratio of the two non-taxable minimums, 6,019,671.36 to 5,585,736.93, a derivation. 

At the median wage the employee pays 17.0% today and 0.3% under the Compact; today's figure is all 

contributions, because the deductions place the income tax threshold at about twice the median. At twice 

the median the figures are 17.0% and 2.8%, and at three times, where the income tax begins to bite, 19.3% 

and 5.8%. At five, ten, twenty, and fifty times the median they are 22.3% and 9.5%, 28.4% and 12.2%, 31.7% 

and 13.6%, and 33.7% and 14.4%. In proportion the relief is largest at the bottom; in percentage points it 

runs between about 13 and 19 across the range, which is the ground of the tax-cut objection Part XI 

answers. 

Five limits attach. The table omits the Human Capital Pool, received in addition and taxed under the 

personal ratchet, so it understates both the worker's income and the state's take. The cap is applied at its 

May 2026 value, although ANSES resets it monthly, and its extension to the thirteenth wage is an estimate. 

Whether employer contributions are also capped was not verified, and family deductions are omitted. The 

employer's contributions, 20.40% or 18% of payroll plus 6% to the health fund (Ley 27.541, art. 19; Ley 

23.660, art. 16), sit outside the worker's rate on both sides, and their incidence is unmodelled. And the 

table says what the employee pays, not what the employee receives: today's 17% buys a pension 

entitlement and health cover, which the two closing sections take up. 
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The static fiscal cost by coverage 

Profit 

before 

the Pool 

(% of 

GDP, 

assumed) 

Contribution 

if levied on 

pre-pool 

profit 

(comparison 

only) 

Contribution 

on profit 

after the 

Pool (% of 

GDP) 

Cost at 

1% 

coverage 

Cost 

at 5% 

Cost 

at 

10% 

Cost 

at 

25% 

Cost at 

100% 

Pension 

contributions 

as a share of 

pre-pool 

profit 

9% 1.26% 0.63% 0.12% 0.61% 1.22% 3.05% 12.19% 34% 

12% 1.68% 0.84% 0.12% 0.60% 1.20% 2.99% 11.98% 26% 

15% 2.10% 1.05% 0.12% 0.59% 1.18% 2.94% 11.77% 21% 

The replaced taxes are measured at their recent yield for the formal private economy. They are the 

corporate income tax at its 2024 share of GDP (OECD et al. 2026), the provincial gross-receipts tax in 2025 

(DNAP 2026), and the bank-transaction tax and both social security contributions in 2025 on the finance 

ministry's concept, without the health funds (DNIAF 2026). Public employers' payrolls are removed from 

the two contribution legs at their 2025 shares of declared amounts, 18.3% of employee and 13.7% of  

employer contributions (ARCA 2026c). Together they raised 12.82% of GDP; the per-tax yields are recorded 

in the model script (The SAVI Group 2026b). 

The profit of that economy is not observed, so the model brackets the profit before the Pool at 9%, 12%, 

and 15% of GDP. Half goes to the Human Capital Pool as wages, so the covered base is half of each figure, 

to which the model applies an average effective rate of 14%, below the ceiling because smaller firms pay 

less. The contribution then raises 0.63%, 0.84%, or 1.05% of GDP; the pre-pool figures in the table are for 

comparison only. The take is a floor, because the personal ratchet on the Pool and on investors' dividends 

and gains is not modelled. The static cost of covering a share of the formal private economy is that share 

of the gap between the replaced taxes and the contribution. The cost is about 0.12% of GDP a year at 1% 

coverage on every profit assumption, 0.59% to 0.61% at 5%, 1.18% to 1.22% at 10%, 2.94% to 3.05% at 

25%, and 11.77% to 12.19% at full coverage. 

Three limits remain. The revenue totals omit La Pampa's gross-receipts tax, and the public-sector shares 

come from declared amounts rather than collections, so the totals approximate what the formal private 

economy pays. The coverage figures scale taxes and profit by the same share, whereas an opt-in regime 

draws first the firms with most to gain, so early coverage may cost more than the average. And the model 

counts nothing the design is built to produce: no revenue from the 45.0% of workers now outside the 

formal economy, no growth effect of taxing profit instead of activity, and no value for the arms' services. 

Each cost is therefore the static arithmetic before those effects, and the selection of early adopters could 

still raise the first years' cost above it. 

The pension bridge 

The pension question is a central test of whether the ceiling can hold. Of the employee's 17 points, 11 go 

to the pension system, and of the employer's 20.40 points under the large-firm schedule, 12.35 go to it 

(Secretaría de Trabajo 2026c). The employee total the model uses excludes the health-fund contribution, 
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so it carries 14 points and the share applied is 11 of 14; the employer share, 12.35 of 20.40, is itself an 

estimate. On the 2025 private-sector totals of employee and employer contributions, those shares give 

pension-financing contributions of about 3.10% of GDP. Spending on the national system's retirement and 

survivor benefits was 5.83% of GDP in the same year (Secretaría de Política Económica 2026), so private 

contributions of this kind finance a little over half of it. 

Set against the profit base above, 3.10% of GDP equals 34% of pre-pool profit at 9% of GDP, 26% at 12%, 

and 21% at 15%. That is three to five times the whole Compact Contribution, which takes 7% of pre-pool 

profit at the modelled rate and could never exceed half of 15%. On these figures no slice inside the ceiling 

could carry today's retirees, and the design does not ask one to. 

The ceiling therefore holds only under Part X's three conditions. Current retirees stay financed by the old 

system's own revenue and by the budget that already supports it. Rights accrued by workers who move 

become recognition bonds paid at retirement, spreading the cost over decades, as Chile's did at the 

consumer price index plus 4% a year, compounded (Chile 1980, arts. 3 and 9 transitorios). And coverage 

expands only as fast as the public accounts can carry the bridge. Two limits remain: the public-sector shares 

removed from the totals come from declared amounts rather than collections, and the recognition-bond 

liability per cohort is not modelled, the actuarial estimate Part X registers as still needed. Neither reverses 

the comparison on these figures, although the bond liability could change the bridge's size and timing. 

Two design questions, presented as solutions to be explored 

Two design questions remain open, and the paper presents them as solutions to be explored and 

developed, each keeping every tax inside the single 15% ceiling. The first is health cover for earners above 

the floor's taper band, whom the arms do not serve. Today the employee's two 3% contributions and the 

employer's 6% finance it. Under the Compact the employee's contributions sit inside the 15% ceiling, and 

the personal ratchet that replaces them earmarks nothing for health. 

Two options are on the table. Under the first, the Compact Enterprise provides health cover for every 

employee as a cost of business, deducted before profit, which lowers the profit base and adds no tax. It 

also shrinks the Human Capital Pool, so employees fund half of their own cover. The second addresses the 

3% that today funds the retirees' health insurer: the health cover of current retirees stays with the old 

system, financed as its pensions are. 

The second concerns the guarantor of a floor pension for a Compact worker whose personal account proves 

insufficient, the public floor Chile added in 2008 and later replaced with a universal guarantee (Chile 2008). 

The option offered is that the old system's revenue guarantees that floor during the transition, its cost 

counted in the revenue trigger, and that the evaluators price it on the first cohorts before the statute fixes 

its level. 

What the static arithmetic cannot supply, the pilots must: formalisation revenue, the growth effect of taxing 

profit, the value of the arms' services, the recognition-bond liability, and the price of the floor-pension 

guarantee and of the retirees' health cover. Until then the figures here are the Compact's static cost before 

those effects, and adverse selection among early adopters may raise the early cost above them. 
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Appendix E. Pilot design 

The pilots exist to test the questions the evidence leaves open, and their design must let a university 

evaluator register it before the first year of data exists. This appendix sets out the design in the form a pre-

analysis plan would take: the questions, the comparisons, the evaluator's independence, the data, and the 

rule for publication. This outline is offered for co-design with the evaluating university, which owns the final 

plan. Olken (2015) sets out both the benefits and the costs of fixing an analysis before the data are 

examined. The design accepts the costs, because a proposal from an interested party needs the strongest 

available protection against choosing results after the fact. 

What the pilots must answer 

For the Model, the primary outcomes are fixed in advance at the level of the firm. Investment, hiring, 

productivity, and turnover come first, because the French evidence covers firms with 50 or more employees 

sharing about a tenth of pre-tax income, while the Model commits half of net profit (Nimier-David, Sraer, 

and Thesmar 2023). The bases differ, since pre-tax income comes before the profit tax, but the Model's 

share is the larger on either. Valuation at entry and at exit follows, measured on the transactions 

themselves. The Human Capital Pool's exit payment forms a separate question: whether a large one-time 

payment changes departures, saving, or effort in the years around a sale. Secondary outcomes include the 

pay ratio actually reached, the distribution of Pool payments, and the findings of the stewardship reviews 

in B7. 

For the Compact, the unit is the jurisdiction, and the outcomes are formalisation, net public revenue, and 

the delivery of services to the floor population. Formalisation is measured as the share of workers in 

registered employment, on the official labour survey of the host jurisdiction. Net revenue counts the 

Compact Contribution, the revenue from newly formal work, and the taxes forgone, so that the static gap 

in Appendix D is tested and no longer assumed. Service delivery is measured by volume at cost, as B9 

requires, and by quality as judged by the people who receive it. 

Comparison designs suited to opt-in adoption 

Adoption is voluntary, and that choice is the design's central threat. Firms that choose to share half their 

profit may differ from those that do not in ways that also drive the outcomes, so a plain comparison of 

adopters with everyone else would measure selection. Three designs reduce the threat, and the plan uses 

them together. 

The first matches each adopting company to comparison firms that resembled it before adoption in 

industry, size, growth, profitability, and pay structure. Companies a fund screened and did not acquire are 

the closest available comparison, because they passed the same initial screen. The second design exploits 

staggered adoption. When companies adopt in different years, the later adopters serve as comparisons for 

the earlier ones until their own adoption, which partly controls for whatever leads a firm to adopt at all. 

The third is difference-in-differences across those groups, estimated with methods built for adoption that 

varies in timing. Goodman-Bacon (2021) shows that the conventional regression estimator in this setting is 

a weighted average of every two-group, two-period comparison in the data, and that it is biased when 

effects change over time. The plan therefore uses estimators that identify effects by adoption group and 
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period under staggered timing, including where parallel trends hold only after conditioning on observed 

characteristics (Callaway and Sant'Anna 2021). Trends before adoption are reported for every outcome, 

and the plan states in advance what divergence before adoption would disqualify a comparison. 

A single host jurisdiction leaves the Compact with very few treated units. The synthetic control method, 

which compares the treated region with a synthetic region built from comparison regions to resemble it, 

suits interventions that affect a small number of aggregate units (Abadie, Diamond, and Hainmueller 2010). 

Where the pilot statute admits enterprises in waves, the staggered design also applies at the level of the 

firm within the jurisdiction. 

Two limits apply to every design. Early pilots will hold few companies, so the first estimates will be 

imprecise, and the plan reports their uncertainty in full. No design fully removes selection into a voluntary 

scheme, and the evaluator's report states how far the comparisons are likely to fall short. 

Independence of the evaluator 

The evaluating university owns the plan and the publication and controls the analysis data under a data-

use agreement with the companies and funds that supply it. The SAVI Group and any adopting manager 

may comment on the design before registration and may point out factual errors about their own terms in 

a draft, but they hold no right to edit, delay, or withhold any finding. Funding for the evaluation, from 

whatever source, is disclosed in every output, and the evaluator's contract states that no payment depends 

on the results. The plan is registered in a public registry before the first year of outcome data exists, and 

any later change is logged with its date and its reason. 

Access to data 

The design requires adopting companies and funds to give the evaluator the records the outcomes need: 

audited accounts, payroll records sufficient to compute FTE Shares and the pay ratio, Pool payments, hiring 

and departures, capital expenditure, and transaction values at entry and exit. The annual Tenet Report, 

checked by its verifier, is public in any case under B12. Comparison firms supply data under the same 

confidentiality terms, or the evaluator draws on public and administrative sources where they exist. 

Individual records stay with the evaluator under its own ethics review, appear in publications only in 

aggregate, and never return to the employer in a form that identifies an employee. For the Compact, the 

pilot statute is designed to give the evaluator access to tax and labour records under the host's law on 

statistical confidentiality. 

The rule for publication 

Results are published whatever they show. The evaluator publishes on a date fixed in the plan, null and 

unfavourable results included, and The SAVI Group commits in Part XII to publish them, favourable or not. 

A pilot showing that sharing half of profit harms investment or hiring is as useful to the readers of this paper 

as one showing the opposite, and the plan gives the two outcomes equal standing. Every registered 

outcome is reported, and any outcome added later is labelled exploratory. 
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Appendix F. Methodology and sources 

The evidence behind this paper was assembled in two phases. A research phase inventoried the claims The 

SAVI Group has published or relied on, across the ten lanes below, and a verification phase checked each 

figure the paper would use. The research and drafting were assisted by AI tools. Every figure and quotation 

was checked against its source, the primary text wherever it was accessible, and where only an abstract, a 

summary, or a secondary reading was available the facts record says so. 

The ten research lanes 

The research phase ran in ten lanes, each with a fixed scope. The first covered the core pages of 

thesavigroup.com, from the home page and the Model's own pages to governance, technology, and the 

biographies. Three lanes read the 33 perspective essays published on the site, 11 each. Two covered the 

site's research library, one reading the 101 papers in its four tenet sections and the other the 140 sources 

cited across the perspectives, with the map that links each essay to its sources. 

Two lanes read local corpora: the firm's model documents, references, and templates, and its intellectual-

property filings, trademark records, and earlier publications. Another read the site's gated due-diligence 

section and found 254 sources, of which 245 already appeared in the research library and 9 were new. The 

last read The SAVI Group's confidential internal files. Nothing from that lane is cited, quoted, or described 

in this paper, and its only effect is on what the paper declines to claim. Background checks, employee and 

contractor files, incorporation, tax, licensing, and invoice records, non-disclosure agreements and 

contracts, and folders holding only images and video were not read for content. 

Every lane recorded each fact in a common schema: an identifier, the fact with its exact figure, the source 

with its page or section, the kind of fact, the parts of the argument it bears on, a verification status, and a 

flag for public use. Five status codes marked a fact as verified against its primary source, taken as stated by 

a page of thesavigroup.com without checking the primary, in conflict between sources, attached to a dead 

link, or unverified. Merged, the lanes produced 1,023 unique fact records. The paper's working brief then 

reduced the statuses to four uses, under which a verified figure may be cited as given, a corrected figure 

only in its corrected form, a figure taken as stated only once verified, and a banned figure never. 

The verification lanes and what each corrected 

Four verification lanes then read primary texts. The first checked 19 legal and policy claims behind Parts IX 

and X and found 14 verified, 4 needing correction, and 1 only partly verifiable. It moved the definition of a 

covered tax to article 4.2 of the Model Rules, counted the signatories of the Pacto de Mayo as 17 provincial 

governors and the Head of Government of the City of Buenos Aires, recorded that Chile's solidarity pension 

has since been replaced for old age, and added the statutory exceptions to the ESOP precedent. 

The second read 28 canonical works at source and found that 11 supported the claims made of them, 15 

supported them only with qualification, and 2 did not. It corrected the estimate attributed to Smith, Zidar, 

and Zwick (2023) to the 15.7% they report, and removed the word "durable" from the reading of Scheidel 

(2017), whose compressions faded once the shocks passed. It also moved White (1989) from support to 

counter-view and restated as model-based the causal language attached to two papers on debt. 
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The third assembled official Argentine data in 45 files for Appendix D and flagged an apparent conflict 

between two tables of wage-tax deductions, since resolved in favour of the annual-liquidation table. The 

fourth read 23 items of counter-evidence and supporting literature in primary form. It reversed an earlier 

reading, in this paper's working notes, of the only firm-level study of pay ratios the research found, finding 

productivity nearly flat below about 40 times median pay and falling above it (Afzali et al. 2023). It also 

removed an industry-level claim from a paper that contains no industry analysis (Stansbury and Summers 

2019), and replaced an earlier working-paper figure with the published version's finding that a reallocation 

of rewards to shareholders accounts for 40% of the rise in real equity value per person since 1989 

(Greenwald, Lettau, and Ludvigson 2025). 

The drafting gate 

For every part an evidence table maps each figure to its source and its record in the register; the tables are 

kept in the paper's evidence annex. A mechanical gate checks each draft before it is accepted. It blocks any 

figure found in none of the brief, the register files, and the model outputs, any figure on the banned list, 

and the faults of style the house voice forbids. A figure the gate rejects is not forced through; it is marked 

as a fact still needed and is either verified or removed. The gate is a floor for the work and no more. 

Quotations, causal language, and the description of each study's measure are checked by reading, under 

the rules the verification lanes produced. 

Corrections to The SAVI Group's own claims 

The research found errors in The SAVI Group's own published material, and the paper holds that material 

to the standard it applies to any other source. 

Four classes of correction were registered and made. Performance figures for which no record exists were 

removed from the site, and the patent list on the founder's profile was corrected against the public patent 

record. Statements that the Model's terms are already codified in governance documents were replaced 

by the forward commitment this paper makes. A citation pass corrected figures credited to sources that do 

not contain them, studies described incorrectly, and dead links across the essays. The corrections were 

published on the firm's website on October 1, 2026, in English, Spanish, and Portuguese. None of the 

affected claims appears in this paper. 
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