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Research on the motivation and effect of employee stock ownership plan:
An empirical test based on the pledge of controlling shareholder’s equity
MA Jingying, ZUO Jiahong

(Business School of Hunan Normal University, Changsha 410081, China)

Abstract: Based on the perspective of controlling shareholder's equity pledge, we selected our country's 2014-2020
Shanghai and Shenzhen A-share listed companies to analyze the motivation and effect of their ESOP implementation.
The study found that listed companies with controlling shareholder equity pledges have a greater tendency to implement
ESOP and tested the two major motives of reducing the risk of liquidation and promoting the company’s innovation in it.
In other words, this positive effect is more obvious when the pledge stock price approaches the liquidation line and the
market stock price declines overall. However, in this scenario, the implementation of the ESOP can only achieve
short-term "stock price management" to reduce the risk of liquidation. In the long run, the pledge of controlling
shareholder’s equity will weaken the role of ESOP in promoting innovation, resulting in the supporting effect of ESOP
on the company’s stock price is not obvious and continuous, which provides a new explanation for the implementation
motivation of ESOP.

Keywords: listed company; employee stock ownership plan; pledge of controlling shareholder's equity; liquidation risk;
company innovation
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