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Abstract: This study focuses on the role of employee-owned firms (EOFs) in value creation from a
stakeholder perspective. EOFs have been defined as Social Economy enterprises in Spain following
guiding principles that in our opinion should empower stakeholder governance. Therefore, the
impact of employee share ownership on value creation for shareholders and stakeholders has been
measured on the basis of a sample of 1006 enterprises. The results reveal that EOFs have a positive
and significant influence on the distribution of value in favour of the employees but not the other
stakeholders. This finding, which allows us to partially accept one of the proposed hypotheses, is
consistent with previous evidence that EOFs set their objectives to maximize the value obtained
by the participating employees through their financial participation in the business, and not,
therefore, to maximize profits. Copyright © 2018 John Wiley & Sons, Ltd.
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1 INTRODUCTION

The Employee share ownership movement, which can take on many different forms in
different countries, is clearly young but growing in importance for researchers,
policymakers and firms (Poutsma, Nijs, & Poole, 2003; Kim & Patel, 2017). Among other
factors, the recent financial, economic and sovereign debt crisis has increased public
interest in socially oriented business models as an alternative to the exaggerations of the
shareholders’ value and profit driven models (ICA, 2015).
When traditional economic organizations are unable to meet stakeholder expectations,

other business models such as employee-owned firms (EOFs) could become an optimal
solution as they are expected to address social and economic performance simultaneously
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(Narvaiza, Aragon-Amonarriz, & Iturrioz-Landart, 2016). We can therefore talk about a
creative culture of value for all stakeholders, in which social enterprises operate and feel
responsibility, which is a key factor in business survival during a recession (Hannan,
2014; Muñoz-Medrano & Briones-Peñalver, 2011).
According to Wills (1998), proponents of a ‘stakeholding’ society have advocated

broadening share ownership as a means of democratizing the economy, building
partnerships and achieving consensus at work. We want to measure the impact of
employee share ownership on value creation, but for both shareholders and stakeholders.
The purpose of the research is to test whether EOFs are a business model that generates
value for both partner-employees and all other stakeholders.
The typical form of employee financial participation in Spain is ‘workers’ companies’

(EOFs), which combine employee share ownership with decision-making rights; the
model can be considered successful if we take into account the figures in terms of the
number of affected employees and businesses (Lowitzsch, Hashi, & Woodward, 2009).
According to Fajardo-García, Muñecas, and San José (2016), it is a business model that
promotes worker participation at the highest level by bringing together participation in
ownership with participation in management and control; it is a model that generates
wealth and quality employment wherever the activity is carried out; and it has shown
itself to be a business model that is valid both in times of crisis, guaranteeing
employment and the continuance of the company, and in times of economic growth, as
a collective learning model.
The workers’ company has one special feature in that it enjoys a specific alternative

legal status (Law 44/2015 modify the previous Law 4/1997) of employee share ownership.
This new Law on Worker-Owned and Participatory Companies in Spain could be a model
for further policy action (Lowitzsch, Dunsch, & Hashi, 2017), making it different from
cooperative companies, and it is a model found in the Social Economy (Law 5/2011).
According to Blasi and Kruse (1991) the term ‘employee-owned’ is reserved for
corporations or legal entities where employees own more than 51 per cent, meaning that
most of their employees are broadly represented. The regulation of this Spanish model
makes it possible to compare it with the conventional capitalist firm.
These enterprises can play an important role in job creation. They are based on

employee ownership whose demonstrated benefits complement the policy aims of Active
Labour Market Policies (Lowitzsch et al., 2017). The aim of this research is to determine
whether the social enterprise model represented by the EOF in Spain positively influences
value creation for shareholders and stakeholders, offering an alternative approach to the
conventional active labour policies.
In fact, the development of this employee-based corporate governance model in Spain,

found in the Social Economy and characterized by employee self-management, generates
significant gains in terms of welfare (Fernández-Guadaño, 2015). The Social Economy can
contribute a new dynamism to Stakeholder Theory (Retolaza & San, 2011). The Social
Economy is characterized by a distinctive culture with a strong social orientation designed
to meet the needs of various stakeholders, especially employees and customers (Muñoz-
Medrano & Briones-Peñalver, 2011). According to Wills (1998), fixing capital in place
through ownership relationships is an obvious route to sustaining long-term investment
in local production, reproduction and community life, but we know little about its success.
In this paper, we want to test whether welfare is shared between all the stakeholders
because in the study of corporate governance there is a bias towards shareholder interest,
in detriment to stakeholder interest. A more recent view has gradually emerged that deals
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with stakeholder governance, especially the employees, creditors, customers, state and
other suppliers (Bendixen & Russel, 2007; Poulain-Rehm & Lepers, 2013).
As a result, this paper analyses whether the EOF model generates value for both

shareholders and stakeholders. Two hypotheses will therefore be tested in relation to each
of these two groups, and the results found for EOFs and non-EOFs will be compared in
order to analyse whether their different capital-ownership structures can be a factor in
value creation.
For this purpose, this research has been structured as follows: firstly there is a

description of Employee Owned Firms, their legal status in Spain and their recent inclusion
in the Social Economy by law; this is followed by the relevant theoretical work in this area;
thirdly, the methodology and statistical models are presented; in the penultimate section,
the empirical results of formulating and testing the hypotheses are shown; the final section
outlines the conclusions.

1.1 EOFs versus Non-EOFs

In Spain, employee-owned companies are a business model included in the Social
Economy that must be capable of consolidating their position as an alternative to
conventional capitalist companies, demonstrating their viability whilst also safeguarding
their added social value (Chaves & Monzón, 2012; Ciruela-Lorenzo, Cuadrado Serrán,
& Plaza Angulo, 2016). In addition to their managers playing the dual role of partners
and employees, EOFs are characterized by being based on a set of values that go beyond
the purely financial, also taking into account social aspects, and this contributes to the
creation of high quality, stable jobs.
The results of EOFs for employees, productivity and all of the shareholders have been

extensively studied by measuring financial profitability, with inconclusive results.
However, the influence of employee share ownership on stakeholders has received less
attention in the scientific literature. According to Poulain-Rem and Lepers (Poulain-Rehm
& Lepers, 2013), the analysis paradigm of value creation is evolving, leading to the
consideration of employee share ownership from a stakeholder governance perspective.
According to the specific legislation (Law 44/2015), what makes a company an EOF is

that the employees with full time, open-ended contracts with the firm must own at least 51
per cent of its capital. With a minimum of three partners required to set up such a
company,1 the distribution of capital per partner is also regulated in such a way that no
partner can individually own more than one third of the company. In these firms, it is
the employee-partners who control the company because they own the majority of the
share capital. In recognition of their social and economic purpose, EOFs have fiscal
advantages such as tax breaks and exemptions, but none in terms of tax benefits.
In contrast, non-EOFs are firms in which partner status is achieved through the capital

provided and thus is a means and an end in itself. Financial partnership in this type of
company does not imply participation in other business processes. The Spanish legal
framework allows for different types of non-EOF, such as the Public Limited Company
and Limited Liability Company. For the purposes of a more homogeneous study, the focus
here is on the second. The smaller sum of capital involved, the lower start-up costs, the

1There are also exceptions to these requirements such as the chance to set up employee-owned firms with two
partners, as long as both are employees and they hold equal shares in the company.
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unlimited number of partners and the ability to simultaneously be a personalized yet capital
company are among the features of a limited liability company that make it the most
common legal structure for business organization in Spain if we consider the number of
enterprises in the latest official figures (Fernández-Guadaño, 2014).

1.2 Theoretical Background

Stakeholder governance has been defined as the amalgam of good corporate governance
(protecting shareholders’ interests), sound stakeholder relations (protecting the interests
of other stakeholders, including employees and local communities) and environmental care
(protecting the environment) (Freeman, 1984; Renneboog, Ter Horst, & Zhang, 2008).
EOFs have been defined as social economy enterprises in Spain, and according to Law
5/2011 on the Social Economy (Article 4), this type of company is characterized by the
following principles:

a Primacy of people and social aspects over capital, as embodied in management that is
autonomous and transparent, democratic and participatory.

b Distribution of the results of the economic activity primarily on the basis of the work
contributed or the service or activity performed by the partners.

c Promotion of solidarity, internally and in society as a whole, which encourages a
commitment to local development and the generation of high quality, stable
employment.

d Independence from the political powers.

These principles of the Social Economy empower stakeholder governance. EOFs are
characterized by being based on a set of values that go beyond the purely financial, also
taking into account social aspects, and this contributes to better governance. In fact,
according to Retolaza and San (2011), the integration of the Social Economy paradigm
with stakeholder theory generates a reciprocal benefit. Following Fassin, Colle, and
Edwart Freeman (2016), we take stakeholder theory to be a managerial approach enabling
organizations to create as much value as possible for stakeholders, including shareholders.
EOFs, as social economy enterprises, should be better placed to generate value for all the
stakeholders because this is inherent in the guiding principles of the Social Economy.
Their social orientation and inclusive governance have a positive impact on strengthening
social cohesion and achieving sustainable economic growth based on the local
development of the regions and the well-being of communities (Chaves & Monzón, 2012).
It is also widely recognized in the literature that the search for financial objectives,

defined in the terms of a capitalist company (shareholder theory), cannot be directly
extrapolated to the objectives of associated work companies (Lejarriaga, 2002). Since most
partners are not just shareholders, they have multiple residual rights to income (Fama &
Jensen, 1983). The uniqueness of the connections that partners of the EOF may have in
their role as working partners makes it necessary to look at alternative economic efficiency
parameters in order to carry out a homogeneous comparative analysis that deals with the
different approaches to the business model (Zubiaurre, Andicoechea, & Saitua, 2016).
The partner-employees in EOFs who participate in the real, financial and informational-

decisional aspects may choose to reduce profits, or even do away with these altogether,
anticipating them through labour income, thus affecting the objective function, and,
therefore, the return on the capital they provide. In this sense, decisions will only be taken
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to capitalize the profits obtained to the extent that this serves to ensure the maintenance of
the productive capacity of the company (Fernández-Guadaño, 2014).
According to Cahill (2000), implementing plans to encourage financial participation in

firms allows the risks and profits to be shared, leading to advantages for both the
companies themselves and the employees. Following Maghraoui and Zidai (2016), many
theoretical and empirical studies have shown that the most successful companies in terms
of productivity are those that have adopted a degree of employee ownership, whatever its
form (Freeman, Joseph, & Douglas, 2011; Kruse, Freeman, & Blasi, 2010). The
underlying reasoning is that the firm is seen from the perspective of a stakeholder, is
developing a cooperative culture that enhances the many existing interactions
between employees and is fostering collaboration between them and effective mutual
control, which are all factors that affect productivity and contribute to its improvement
(Blasi et al. 2008). However, according to Dow (2001), in the short-term EOFs assume
inefficient behavior that limits their options for growth, production and employment, by
establishing an average income per partner-worker unrelated to that offered in the labour
market, and this influences worker productivity and firm competitiveness.
There are several studies that analyse the impact of employee share ownership on

economic performance, focusing primarily on measures of value for the shareholders,
but the results are inconclusive (Kim & Patel, 2017, O’Boyle, Patel, & González, 2016).
The mixed evidence in the literature might be due to the diversity of forms of employee-
ownership. Systematic differences in cultural and institutional conditions across countries,
variations in labour market regulations, tax systems and company laws (Kim & Patel,
2017) could explain variations in the influence of employee ownership on performance
(Caramelli & Briole, 2007).
In short, we can find controversial results related to these differences, but we agree with

Poulain-Rehm and Lepers (2013) who argue that while the examination of the influence of
employee share ownership on shareholder value creation remains incomplete and with
contradictions, the analysis of the impact on stakeholder value creation is still an
untouched field for research. For this reason, we want to analyse whether employee share
ownership, represented by EOFs, may represent a factor in value creation for shareholders
and stakeholders. To achieve this objective, we test the following two hypotheses:

Hypothesis 1. EOFs positively influence shareholder value creation.

Hypothesis 2. EOFs positively influence stakeholder value creation.

2 RESEARCH METHOD

2.1 Data Collection

The field study carried out is a statistical analysis of the two types of companies, EOFs and
non-EOFs, having selected a sample of each from active Spanish enterprises with all the
necessary economic-financial data2 in the Orbis from 2011 to 2014. Moreover, companies

2As 99% of EOFs are small and medium size companies, the non-EOFs have been filtered taking this criteria into
account to homogenize the companies compared.
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with negative value added for one of the years during this period were removed.3 A
number of other companies were eliminated due to missing data. We also omitted firms
in the primary sector (agriculture, foresting and fishing) due to the small number of
observations in this activity, and from the service sector we also excluded banks, lending
institutions, finance companies, holding companies and real-estate companies given their
specific financial characteristics. Once the sample had been filtered, it was found that there
were no medium EOFs (50–229 workers), so non-EOFs of that size were also removed to
make the comparison as homogeneous as possible. Therefore, the final sample includes
1006 firms split into n = 440 non-EOFs and n = 566 EOFs.
Thefirms analysed are operating in the higher economic sectors, i.e. secondary and tertiary

(see Table 1), in accordance with the National Classification of Economic Activities (2009),
with data grouped into two sectors: secondary (including industry + construction) and tertiary
(including commerce + services) (following the criteria used for the Ministry of Industry’s
Companies Central Directory).
The second criterion for classifying the firms is size, taking as our reference the

classification proposed by the European Union based on the number of employees.4 It is
notable that all of the firms in our sample (see Table 2), taking into consideration the latest
number of employees, are in the micro and small categories.
Finally, the firms in the sample have been classified on the basis of age, and we can see

in both samples that the majority of the firms were founded in 1990 or later (see Table 3).
However, the EOFs are younger because the majority of these were founded in 2000 or
later, probably motivated by government efforts to create employee-participation firms
and encouraging their creation through subsidies and measures such as the total
capitalization of unemployment benefits.

2.2 Selection of Economic Variables

2.2.1 The dependent variables
Following Poulain-Rehm and Lepers (2013), value added5 distribution in the accounting
sense was adopted as a dependent variable because the distribution of value added in
favour of other stakeholders, such as employees, creditors, the state and shareholders,
can be measured using financial documents:

• For employees, we measure the proportion of value added absorbed by personnel costs.
• For creditors, we measure the proportion of value added devoted to paying interest and
similar charges.

3If we wish to observe how the value added is distributed among the different stakeholders, it does not make sense
for this to be negative.
4Recommendation 2003/361/EC of the Commission, dated 6 May 2003, concerning the definition of micro, small
and medium-sized enterprises [Official Journal L 124 of 20.5.2003], provides that on the basis of the number of
employees, micro-enterprises will be those with fewer than 10 employees, small enterprises will be those that have
between 10 and 49 employees, medium-sized enterprises those that have between 50 and 249 employees, and
large enterprises those that have 250 or more employees.
5The Value Added variable is an indicator of the operational or economic activity of the firm that does not
consider personnel costs which, in the case of EOFs, can skew the results due to their dual partner-employee
status. The VA is considered to be stakeholder value (Maghraoui & Zidai, 2016) because it is distributed to the
employees, State, creditors, shareholders and used for the self- financing of the entity.Value Added is the
difference between the total sales revenue and the total costs incurred to obtain that revenue, without including
depreciation, interest, taxes and salary costs. It is also possible to calculate this as:Value Added = Financial year
result + Corporation Tax + Personnel Expenses + Depreciation Charges + Financial Expenses and similar.

J. Fernández-Guadaño and M. López-Millán

Copyright © 2018 John Wiley & Sons, Ltd. J. Int. Dev. (2018)
DOI: 10.1002/jid



• For the state, we measure the proportion of value added absorbed by profit tax.
• For shareholders, we estimate the proportion of value added paid as dividends.6

Distinguishing between alternative performance measures is important as these
measures represent the performance expectations of different stakeholder groups. As the
data series are stationary on average, we have calculated the average values of the variables
for 2011–2014. Given that the distributions of these variables depart from normality,
logarithmic transformations were used.

2.2.2 Explanatory variables
Different categories of explanatory variables were included. The independent dichotomous
variable is employee share ownership, which takes the value: 0 if it is non-EOF and 1 if it
is EOF. Financial and economic variables: financial risk and investment policy, both also

6The annual accounts do not provide information on the exact distribution of the profit decided by the partners, so
we cannot know what amount reverts to the partners and what part remains in the company each year. However,
as the accounts are submitted simultaneously for two consecutive years we can estimate the distribution from the
changes in the reserves.

Table 1. Distribution of sample firms by sector of activity

Sector Non-EOF EOF

N Per cent N Per cent

Secondary 121 27.5 264 46.6
Tertiary 319 72.5 302 53.4
Total 440 566

Source: author-compiled data.

Table 2. Distribution of sample firms by size

Non-EOF EOF

N Per cent N Per cent

Micro (0–9 employees) 342 78.11 511 90.3
Small (10–49 employees) 98 21.9 55 9.7
Total 440 566

Source: author-compiled data.

Table 3. Distribution of sample firms according to their age

Non-EOF EOF

N Per cent N Per cent

Before 1990 23 5.2 4 0.7
1990–2000 212 48.2 168 29.7
After 2000 205 46.6 394 69.6
Total 440 566

Source: author-compiled data.
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measured in logarithmic form (2011–2014 average). Control variables: size and age are
both measured in logarithmic form. Furthermore, we include a dummy variable for the
sector of economic activity (see Table 4). All variables have been added on the basis that
previous research has found them to be relevant (Melgarejo, Arcelus, & Simon, 2014;
Poulain-Rehm & Lepers, 2013; Richter & Schrader, 2017).
Table 5 summarizes the main descriptive statistics for the numeric variables used in the

models to be assessed. As can be seen, non-EOFs have been operating for longer on
average than EOFs and they have a larger number of employees; INV is also higher for
non-EOFs than for EOFs while the DEBT coefficient is higher for EOFs than for non-
EOFs. On the other hand, EMPL is higher on average for EOFs than for non-EOFs but
STATE, CRED and SHARE are higher on average for non-EOFs than for EOFs.
Table 6 shows the bivariate correlations between the numeric variables in the models

proposed. Here, we can see that there is a significant positive correlation between the
variable EMPL with Size and DEBT and a negative one with INV. The variable STATE
is negatively correlated with Size and DEBT. The variable CRED is significantly
negatively correlated with the variable Size and positively with DEBT and INV. SHARE
is negatively correlated with Size and DEBT. Pearson’s correlation coefficients between
explanatory variables were tested to determine the absence of multi-collinearity problems.7

An exploratory analysis has been developed to test the average differences between
EOFs and non-EOFs. To study whether there are differences between the groups, we have
applied non-parametrical tests (U-Mann and Kruskal-Wallis) to compare the value added
distribution between EOFs and non-EOFs conducted in the presence of independent
samples. The results (Table 7) reveal that there are significant differences in the
distribution of value added for shareholders (SHARE) and stakeholders, EMPL and
STATE, except for the creditors (CRED), a variable for which no significant differences
between EOFs and non-EOFs were detected.

2.3 Methodology

To discern the impact of employee share ownership on shareholder and stakeholder value
creation, we conduct an explanatory study in which we analyse four dependent variables
(VA): SHARE (Model 1), EMPL (Model 2), STATE (Model 3) and CRED (model 4).
Based on the hypotheses formulated and the related explanatory and control variables,
the models used are as follows: VA = β0 + β1 Prop + β2Size β3
Age + β4Sector + β5Inv + β6Debt + e. The regression analyses are based on robust standard
errors.

3 RESULTS AND DISCUSSION

To test the two main hypotheses, we established four models whose regression results
are shown in Table 8. Specifically, Model 1 is proposed to test H1 and Models 2, 3
and 4 are proposed to test H2. Based on the results, it can be observed that H1 is rejected
and H2 is rejected, except for the group of employees (model 2). This result is consistent

7According to Tabachnick and Fidell (1996), multi-collinearity shall only be considered a serious problem if the
correlation coefficient between explanatory variables is higher than 0.8
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Table 4. Summary presentation of the variables of the study

Abbreviation of variable Variables

Shareholder and stakeholder value creation
EMPL Log Personnel Cost/Value Added (2011–2014 average)
STATE Log Profit Tax/Value Added (2011–2014 average)
CRED Log Interest Expenses/Value Added (2011–2014 average)
SHARE Log Dividends/Value Added (2011–2014 average)
Explanatory and control variables
PROP Type of firm, dichotomous variable:

EOF = 1
Non-EOF = 0

Size Log latest number of employees
Sector Sector of economic activity

Secondary = 0
Tertiary = 1

Age Log number of years in operation
Inv Log Fixed Assets/Net Sales (2011–2014 average)
Debt Log Debt Coefficient (Debt/Equity) (2011–2014 average)

Source: author elaboration.

Table 5. Descriptive statistics for the sample

Non-EOF EOF

N Mean Std. dev N Mean Std. dev

Age 440 13.93 5.670 566 10.86 3.370
Size 440 7.04 7.52 566 4.95 4.695
INV 440 1.13 5.064 566 .647 .913
DEBT 440 74.73 28.50 566 78.27 28.59
EMPL 440 .817 .235 566 0.888 .259
STATE 440 .020 .0266 566 .0129 .017
CRED 440 .054 0.788 566 .0521 .075
SHARE 440 .072 .084 566 .048 .057

Source: author-compiled data.

Table 6. Correlations

1 2 3 4 5 6 7 8

1 Age 1
2 Size .185** 1
3 INV �.012 �.070* 1
4 DEBT �.141** �.086** �.045 1
5 EMPL �.052 .106** �.236** .224** 1
6 STATE .013 �.102** �.032 �.314** �.444** 1
7 CRED �.055 �.179** .408** .194** �.201** �.038 1
8 SHARE .013 �.104** .018 �.280** �.441** .802** �.005 1

Significance levels:
**p < .01
*p < .05
Source: author-compiled data.
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with the majority of the empirical evidence to date (Fernández-Guadaño, 2015;
Melgarejo et al., 2014).
The examination of the different coefficients shows that the variable PROP appears

significant in models 1, 2 and 3. Hence, our comments will only focus on the first three
models. The results show that EOFs do not contribute to shareholder value creation
(H1), and with regard to the influence of the EOFs on stakeholder value creation, a
negative influence is observed in the STATE variable and a positive influence in the EMPL
variable. This result is consistent with the findings from previous studies regarding
employees (Fernández-Guadaño, 2014; Melgarejo et al., 2014). As in the findings from
the study by Poulain-Rehm and Lepers (2013), it cannot be concluded that EOFs have a
positive impact on the other stakeholders.
Likewise, the size variable has a negative influence in models 1 and 3, but this is not the

case in model 2. The impact of investment (INV) policy appears to be negative on
employees in the model. This result must be related to the fact that in the short term greater
investment implies a reduction in the distribution of value to the employees, although
investment is subsequently a value creation factor in the long term. As one might expect,
there is a negative and significant influence for the debt variable on shareholder and state
value creation, whereas this positively influences employees’ interests in terms of value.
Consequently, based on the results, we can conclude that H1 is not verified and H2 is

partially verified only for employees. We agree with Poulain and Lepers (2013), based
on the results, that while employee share ownership is perceived as a way to develop
stakeholder governance, we acknowledge that this does not in fact translate into a change
in the value-added distribution in favour of all stakeholders.
Following Fajardo-García et al. (2016), in a report for the European Commission,

experience has shown that a company controlled by its workforce, such as a workers’
company, is managed differently as it aims to maintain employment and improved
working conditions. The dual role of most of the shareholder-workers can help to avoid
opportunistic behavior by the managers (Smith, 1991). The presence of shareholder-
workers on the board helps to reduce the power differential between the managers and
the other stakeholders, thus favouring the emergence of a co-operative coalition
(Poulain-Rehm & Lepers, 2013).
Recently, Kim and Patel (2017) classified employee ownership into four groups based

on the percentage of employee stake: significant ownership (1%–6%), strategic ownership
(6%–20%), determining ownership (20%–50%) and controlling ownership (50%–100%).
In accordance with their proposal, EOFs in Spain would be considered ‘controlling
ownership’ to the extent that the employees must have, according to the legislation (Law
44/2015, article 1.2), the majority of the share capital (more than 50%). This legislation
also establishes some practices that restrict the transferability of the shares (articles 6 to

Table 7. Average differences in tests 1

EMPL STATE CRED SHARE

U Mann–Whitney 104 588.000 74 899.500 122 362.000 94 584.000
Wilcoxon W 201 608.000 183 244.500 218 065.000 237 964.000
Z �4.318 �3.752 �.048 �4.255
Asymptotic sig. (bilateral) .000 .000 .962 .000

Source: author-compiled data.
1Grouping variable PROP.
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12), encouraging their sale to the non-partner employees of the company rather than to
third parties, the objective being to enable employees to be shareholders. This confirms
the findings of Kim and Patel (2017), who recognize that the effectiveness of employee
ownership hinges upon various factors: both the country as well as firm-related factors
(firm culture and human resources practices), among others, are shown to be very
important. It also confirms the findings of Richter and Schrader (2017), who recognize that
the dual findings regarding Spanish listed firms, with low ESO levels and weak
performance effects in the few companies that have ESO, should be interpreted against
the background of Spain’s institutional framework. Spain has traditionally favoured
another form of worker financial participation, namely through ‘Workers’ Companies’ in
which employees hold the majority of the shares.
In sum, the results from this study contribute to confirming what we have previously

seen with regard to the employees, but they cannot be extended to the other stakeholders.
The results, with regard to employees (Model 2), are consistent with the dominant theory
which is the traditional idea that the objective of EOFs is to maximize rent per employee
while for non-EOFs it is to maximize profit (Domar, 1966; Ward, 1958) and with the
empirical evidence previously found for EOFs in Spain (Fernández-Guadaño, 2015).
One must also take into account that the EOFs set their objectives to maximize the value
obtained by the participating employees as a result of their financial participation in the
business, and not, therefore, in terms of maximizing profits; in addition, the accounting
results for employee-owned companies must be treated with a great deal of care because
the peculiarities of the accounting for the results of these companies mean that they can
anticipate the distribution of profits in the form of greater remuneration (Lejarriaga, 2002).
Employee Share Ownership has been accorded a key role in the process of leveraging

improved performance via human resource management (Whitfield, Pendleton, Sengupta,
& Huxley, 2017). Employees with shares in the firm may strongly identify with the
organization, which leads them to work hard on its behalf (Kim, Han, & Baik, 2017). In
this paper, the results provide evidence that can support ‘the golden handcuffs perspective’
(Sengupta, Whitfield, & McNabb, 2007). This approach suggests that share ownership
schemes function primarily as a worker retention tool and reduce labour turnover by
making it financially lucrative for workers to remain in the firm (Morris, Bakan, & Wood,
2006; Sengupta et al., 2007; Whitfield et al., 2017). Our results confirm that the main
beneficiaries of the value-added distribution of EOFs are the workers, and this is what
results in it being considered a benchmark business model by the European Union, which
has recently recognized that Spanish EOFs provide an example of best practice in a
Worker Financial Participation system for micro companies.

4 CONCLUSIONS

In this paper, our aim has been to demonstrate that stakeholder theory is a perspective that
can be combined with the Social Economy, in accordance with its guiding principles. To
do this, one of the business models in Spain that integrates the Social Economy has been
chosen, EOFs, characterized by a majority holding by the employees of the three types of
flows that occur in any business. This is based on the premise that EOFs, as social
economy enterprises, should be better placed to generate value for all stakeholders,
because this is inherent in their guiding principles.
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In this sense, while EOFs could be combined with stakeholder theory, in this paper, we
have found that EOFs only have a positive influence on value-added distribution in favour
of employees, not in favour of shareholders via dividends or the rest of the stakeholders.
To demonstrate this, two hypotheses have been tested which have analysed whether
employee share ownership, in the form of EOFs, could represent a value creation factor
favouring shareholders and stakeholders. Four models have been proposed, one for the
Shareholders (model 1) and the rest for three groups of stakeholders: employees (model
2); state (model 3) and creditors (model 4). The difference in the capital ownership
structure between the two types of firm (variable PROP) is significant in the first three
models, with a positive influence only on the value distribution for employees (EMPL)
but not on that for shareholders (SHARE) or the state (TAXES). The four models
demonstrate that EOFs tend to maximize the net income per employee, instead of total
profits as their capitalist counterparts do, with the employees taking advantage of their dual
status as shareholder and stakeholder. This result reveals, in line with previous studies
(Lejarriaga, 2002), that EOFs set their objectives to maximize the value obtained by the
participating employees as a result of their financial participation in the business, and
not, therefore, in terms of maximizing profits.
We agree with Poulain-Rehm and Lepers (2013) who argue that participation in the

firm’s share capital and in the rest of the flows (productive and decision-making and
representation bodies) creates an enterprise model where the partners-workers are allowed
to influence the value-added distribution in terms of wages and participative
remunerations. ESO schemes in Spanish EOFs benefit the workers more than the rest of
the stakeholders, as suggested by the ‘golden handcuffs’ perspective, according to
Lowitzsch et al. (2017), offering an alternative approach to the traditional Active Labour
Market Policies that could play an important role across the EU as a proven model in
use for more than three decades.
However, caution is still required in the interpretation of these results. Since EOFs in

Spain are a legal structure that has no equivalent in any other European country, the
results cannot be extrapolated. This study represents an innovative approach to
operationalize stakeholder value creation but is not free from limitations that should
be addressed in future research. First, our sample only includes micro and small
enterprises, and the results could be different for large and medium-sized companies.
Future research should explore the effects of ESO in such firms. Second, while a
dichotomous variable has been used in the employee ownership literature, its usage as
a main predictor is still a limitation. To improve the precision of the results, it would
be possible to define ESO as a continuous variable, with different levels on the basis
of the percentage of capital held by the employees. This would require a different
methodology, such as spline regression. This technique allows the estimation of the
relationship between the independent variable of interest and the dependent variable
as a piecewise linear function (Greene, 2008). Future research should explore this issue
because the results may change depending upon the different percentages of capital held
by employees.

5 ABBREVIATIONS

EOF employee-owned firms
Non-EOF non-employee-owned firms
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