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The Productivity Effect of Employee Stock Purchase
Plans in Korea: Evidence from Panel Data, 1989-1998

Yongjin-Nho*
Abstract

This study examines the productivity effect of employee stock purchase plans called
Urisaju in Korea, based on a panel data set of 104 listed companies for the period of
1989-1998. This study utilizes Cobb-Douglas functions with the logged and the non-logged
values added per capita as their dependent variables. The empirical results of this study
generally support that employee stock purchase plans have a positive effect on value
added per capita in terms of both growth and growth rate: The existence of employee
stock purchase plan itself has a positive effect on the growth rate of value added per
capita, and the age of employee stock purchase plans has a positive effect on the growth
and the growth rate of value added per capita. Specifically, the age of employee stock
programs and productivity have a non-linear relationship of an inverted U type with its
peak around the end of the legally required employee stock holding periods. This study
also indicates that the productivity effect of employee stock purchase plans is moderated
by shareholder returns: The productivity effect of employee stock purchase plans is higher,
as shareholder returns are higher. Finally, the results of this study indicate that the
productivity effect of employee stock purchase plans’ age, not of its dummy, is partially
moderated by the length of employee stock holding periods: The effect of employee stock
purchase plans’ age on value added per capita got higher, when employee stock holding
periods was reduced to 7 years in 1993.

key words: Employee Stock Purchase Plans, Employee Stock Ownership Plans, Variable
Pay, Productivity, Panel Data
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