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Employee ownership holds many positive effects for employees and
companies
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References: Dawkins, S., A. W. Tian, A. Newman, and A. Martin. 2017. Psychological ownership: A review and research agenda. Journal of Organizational Behavior 38 (2): 163-183; Pierce, J. L., S.
A. Rubenfeld, and S. Morgan. 1991. Employee ownership: A conceptual model of process and effects. Academy of Management Review 16 (1): 121-144; Dyne, L. Van, and J. L. Pierce. 2004.
Psychological ownership and feelings of possession: Three field studies predicting employee attitudes and organizational citizenship behavior. Journal of Organizational Behavior 25 (4): 439—-459;
Pierce, J. L., T. Kostova, and K. T. Dirks. 2003. The state of psychological ownership: Integrating and extending a century of research. Review of General Psychology 7 (1): 84-107.
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Our recent study demonstrates a strong retention effect of ESOPs

university of
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* Research cooperation with

Siemens AG for detailed
investigation of the ESOP

Linking of internal and
external data to investigate
the effect of share plan
participation on individual
rank-and file employee
behavior; here: retention (firm
exit)

Analyses over a multi-year
period, as well as inclusion of
several hundred thousand
individual observation points
and over 9,600 organizational
units in 39 countries
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Panel A: OLS regressions

VARIABLES (1] (2] (3]
Firm Exit Firm Exit Firm Exit
ESOP Participation ~.024#=* L2 ~ L2 F e
(-34.939) (-34.784) [-33.202)
ESOP Participation * Labor Market Conditions — (L2 ==+
(-10.004)
Labor Market Conditions 0.001*=*
(5.932)
ESOP Participation * Uncertainty Avoidance OLO00==*
[5.049)
Uncertainty Avoidance —0.000=#*
(-3.B6G)
Gender ~0.001 ~0.001 ~0.001
(-1.035) (-1.008) [-1.133)
Age —0.000 — 0,000 — 0,000
[-2.243) (-2.322) [-2.357)
Tenure —0.003#s% —0.002 % &% — (W2 s
(-6.174) (-6.000) [-6.094)
Education 0003 +== 0.003*=* (L3 =*
(3.442) (3.560) [ 3.604)
Taotal Cash 0,005+ 0.005%=* 0.005%=*
(4072 (3.9701 [3.7241
Year fixed effects Yes Yes Yes
Business unit fixed effects Yes Yes Yes
Region fixed effects Yes Yes Yes
M 654,706 654,706 654,706
Adjusted R* 024 0.24 (.24

Reference: Hennig, J. C., C. Ahrens, J. Oehmichen, and M. Wolff. 2023. Employee stock ownership and firm exit decisions: A cross-country analysis of rank-and-file employees. Accounting,
Organizations and Society 104: 101390.
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The retention effect is stronger for employees more likely to change jobs

Main results

ESOPs can help to strengthen the relation between the employee and
the firm

This effect is stronger in more favorable labor markets when
retention is of higher concern

This effect is stronger in cultures with lower uncertainty avoidance

Reference: Hennig, J. C., C. Ahrens, J. Oehmichen, and M. Wolff. 2023. Employee stock ownership and firm exit decisions: A cross-country analysis of rank-and-file employees. Accounting,
Organizations and Society 104: 101390.
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The retention effect also holds for smaller ESOP investments

Additional findings

The retention effect of ESOPs is slightly stronger for rank-and-file

employees compared to senior managers despite relatively and
absolutely smaller investments

The retention effect of ESOPs is stronger for blue-collar (e.g.,

production) than for white-collar (e.g., higher hierarchy) workers

For rank-and-file employees’ retention, the effectiveness of ESOP
participation does not depend on the height of ESOP investment

Reference: Hennig, J. C., C. Ahrens, J. Oehmichen, and M. Wolff. 2023. Employee stock ownership and firm exit decisions: A cross-country analysis of rank-and-file employees. Accounting,
Organizations and Society 104: 101390.
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Despite their benefits, ESOPs lack popularity

Zahl der direkten Aktionare in Deutschland von 1996 bis 2022

Actual pariicipation rate of share purchase plans (in Millionen)
. - B Total .
I -
Average . . Europe _ 6.21 .
I [l North America c s
Best of World . 5 5 5.05 n 3525 o
452 aort 4,534,56 4,55
g a2 Jeassll <
LTI-eligible employees by level* and region Ol e §
g? [}
B I - 1 B Total
Employees  [INNEG -5 B Europe 2
(broad-based - | - B North America !
planj Rest of World
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© Statista 2023 &

» Europe is lacking behind in participation rates in ESOPs
» In Austria and Germany the number of shareholders in general is particularly low

References: Global Equity Insights Survey 2023; Deutschland: https://de.statista.com/statistik/daten/studie/75227/umfrage/zahl-der-direkten-aktionaere-in-deutschland/; Schweiz:
https://www.private.ch/media/docs/private/2005/01/de/Aktionaere.pdf; Osterreich: https://de.statista.com/statistik/daten/studie/182104/umfrage/anteil-der-aktionaere-an-der-gesamtbevoelkerung-
ausgewaehlter-laender/



https://de.statista.com/statistik/daten/studie/75227/umfrage/zahl-der-direkten-aktionaere-in-deutschland/
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We need to change the narrative and perception of ESOPs

More employee ownership

Governments Employees

Corporate and academics share insights about ESOPs’ benefits

NGOs (such as IAFP) bring people together
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How can we convince the employees?

Discount (of share price) In percent

I 7
merzge [ 2
___JE
. 5
Frst Quartiie [N 15
. 15
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Madian I G
—— » Financial benefits are (most of the time)
. B Total ]
Trird Cuartie. [ 20 W Euope substantial
B B wnorth America
Matching ratio of share matching plans (matching in
e . > Why do employees forego these benefits?
1 Investment sharg: s
vecmg s N

1 Investment share: T
2 Matching shares

» Non-financial (behavioral) reasons?
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1 Investment shara: e '12
1 Matching shara —
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3 (or more) I 16 M Total
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Reference: Global Equity Insights Survey 2023
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The role of non-financial factors or behavioral economics and personal
preferences

Example: Culture Uncertainty Avoidance (Hofstede)

100
90
» Uncertainty avoidance closely related to 80
risk-taking behavior ;g
50
» Uncertainty avoidance quite high in 40
Germany and Austria 30
20
10

» Stocks are not popular 0 N § N

@ &S S O N PSS S L P
?9%\ o Q,o@(b@@q} Q@Q Q}&‘(b & ¥ Q}\‘Z’Q $o§ R @Q’b ,19}\(0 : \(\Qbo o
©) L & 6‘1‘ .\Qp
N

Reference: Hofstede, G. 1984. Culture’s Consequences: International Differences in Work-Related Values. Newbury Park, CA: Sage Publications.
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What can we do to overcome these non-financial challenges? (1/3)

Knowledge & familiarity

We find the following employees to be more likely to participate in ESOPs...

» Employees being more familiar with the program (higher tenure, HR department, closer to HQ,
etc.)

» Employees with greater financial literacy (higher education, finance department, regions with
relatively more shareholders, etc.)

Reference: for a previous version of this paper, see: Hullmann, R. J. C. Hennig, and M. Wolff. 2019. Peer Effects in Employees’ Decisions Not to Participate in Beneficial ESOPs-a Multilevel Analysis.
Academy of Management Proceedings 1: 19347. https://journals.aom.org/doi/abs/10.5465/AMBPP.2019.19347abstract
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What can we do to overcome these non-financial challenges? (2/3)

Change the culture

We find higher ESOP participation for employees...

» In groups/cultures with a stronger entrepreneurial focus

» This effect is stronger in more cohesive groups

Reference: for a previous version of this paper, see: Hullmann, R. J. C. Hennig, and M. Wolff. 2019. Peer Effects in Employees’ Decisions Not to Participate in Beneficial ESOPs-a Multilevel Analysis.
Academy of Management Proceedings 1: 19347. https://journals.aom.org/doi/abs/10.5465/AMBPP.2019.19347abstract
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What can we do to overcome these non-financial challenges? (3/3)

Set ESOP as default

We find that...

» A profit sharing payout in the form of shares significantly increases the number of participants

» Many previous non-participants started to participate in the ESOP after the profit sharing

References: for previous versions of this paper, see: Hullmann, R. and J. C. Hennig. 2020. How to boost participation in employee ownership plans—a contextual analysis of profit sharing. Academy of
Management Proceedings 1: 14884. https://journals.aom.org/doi/abs/10.5465/AMBPP.2020.14884abstract; Hennig, J.C., R. Hullmann, H. Rau, and M. Wolff. 2021. The hidden cost of profit sharing on
participation in employee stock purchase plans, cege Discussion Papers, No. 414, University of Gottingen, Center for European, Governance and Economic Development Research (cege), Géttingen
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Final remark

NEW YORK TIMES BESTSELLER

‘Few books can be said to have changed the world, but Nudge did
The Final Edition is marvelous: funny, useful, and wise."

—DANIEL KAHNEMAN

NUDGE

THE FINAL EDITION

RICHARD H. THALER

and
CASSVRV._SUNST”EIN
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