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ABSTRACT

Over the past three decades, employee share ownership has gained traction in both
industrialized and emerging economies, drawing interest from academics, policy-
makers, and practitioners (Dondi, 1992). This phenomenon has sparked significant
interest across academic circles and among policymakers and business practitioners
(Kuvaas, 2003; Pendleton et al., 1998).This chapter explores the synergies between
Employee Share Ownership (ESO), corporate governance, and Corporate Social
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Responsibility (CSR), demonstrating how ESO can drive organizational performance
and long-term value creation. By integrating agency theory and evidence-based
research, it presents best practices for implementing ESO, analyzing its effects on
employee engagement, financial performance, and sustainability while addressing
potential challenges in stakeholder alignment.

INTRODUCTION

In recent years the intersection of Employee Share Ownership (ESO), Corporate
Governance and Corporate Social Responsibility has gathered increasing attention
from scholars and practitioners alike. The evolving landscape of corporate gover-
nance emphasizes the need for inclusive practices that not only align the interests
of shareholders and management but also empower employees as key stakehold-
ers. This shift is particularly relevant in the context of sustainable value creation,
where organizations are called to balance economic performance with social and
environmental responsibilities. In an increasingly interconnected global economy
businesses are being pushed beyond traditional financial objectives to adopt strat-
egies that encompass a broader array of stakeholder interests. As companies strive
to balance profitability with social responsibility the concepts of Employee Share
Ownership (ESO), Corporate Governance (CG), and Corporate Social Responsi-
bility (CSR) have emerged as key drivers of long-term sustainability and enhanced
organizational performance. The convergence of these three elements creates a
powerful framework through which organizations not only have financial growth
but also social and ethical leadership.

An Employee Stock Ownership Plan (ESOP) is a type of employee benefit plan
that provides employees with an ownership stake in the company. Under this plan,
qualified employees receive a predetermined percentage of the company’s equity
shares from their employer at no upfront cost. The distribution of shares may be
based on factors such as length of service, employee salary, or other allocation
methods. The shares allocated to employees are held in a trust for security and
growth until the employee leaves the company or retires. If an employee resigns,
the company repurchases their shares, which can then be redistributed to other de-
parting employees. Employee Stock Ownership Plans (ESOPs) were introduced by
corporate lawyer Louis Kelso in 1956 as a means to transfer ownership of Peninsula
Newspapers Incorporation from its founders to their successors, specifically the
managers and employees. Kelso firmly believed that the employees were integral
to the company’s success, making it logical and justifiable for them to ultimately
hold the shares of the enterprise.
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