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ABSTRACT 

Th is  s tudy  inves t iga te s  the  e f fec ts  o f  Emp loyee  Share  

Ownersh ip  P lans  (ESOP ’s )  on  company p ro f i tab i l i t y  in  the  

Sou th  A f r ican  m in ing  indus t ry  f o r  compan ies  l i s ted  on  the  

Johannesbu rg S tock  Exchange (JSE) .   

The  South  A f r i can  m in ing  indus t ry  has  been  in  the  g loba l  

spo t l i gh t  s ince  the  Mar i kana  m ine rs ’  s t r i ke  o f  2012  and  the  

subsequent  k i l l ing  o f  34  peop le  on  16  August  2012 .  ESOP’s  

can  be  used  to  s tab i l i ze  the  sec to r  by  a l lev ia t ing  some o f  the  

tens ion  tha t  i s  p resen t  be tween  worke rs ,  sha reho lde rs ,  

managemen t  and  gove rnment .  

Th is  research  uses  the  same measu rement  as  Sp iess  and  

Af f leck -Graves  (1995 ) ,  who  measure  sha re  p r ice  per fo rmance 

as  a  cumu la t i ve  ave rage  o f  re tu rns  (CAAR)  ove r  a  f i ve  year  

pe r iod .  Regress ion  ana lys i s  is  used  to  tes t  f o r  co r re la t ions  

and  desc r ip t i ve  s ta t i s t i cs  i s  used  to  exp la in  f ind ings  (Sp iess  &  

A f f leck -Graves ,  1995 ) .  

The  d i f f e rence  be tween  compan ies  tha t  do  no t  have  ESOP’s  in  

p lace  i s  negat i ve  fo r  (CAAR)  compared  to  those  who  have  an  

ESOP in  p lace .  Th is  i s  cons is ten t  w i th  the  theory  and  f ind ings  

o f  s tud ies  such  as  Rob inson  and  Zhang (2005 ) .  I t  has  been 

app l ied  to  the  Sou th  A f r i can  con tex t  w i th in  the  JSE l i s ted  

m in ing  sec to r .   

The  theory  tha t  ESOP’s  w i l l  improve  p ro f i tab i l i t y  o f  a  company 

l i s ted  on  the  JSE wi th in  South  A f r ican  m in ing  has  been found 

to  be  s ta t is t i ca l l y  s ign i f i can t .  ESOP’s  can  he lp  improve  

cumula t i ve  p ro f i t s  and  he lp  t rans fo rm  the  indus t ry  t h rough 

sha re  ownersh ip  o f  wo rke rs  wh ich  w i l l  he lp  dec rease  the  gap  

be tween CEO’s  remunera t ions  and  the  lowest  pa id  worke rs .  



 
iii 

DECLARATION 

 

I, Shameegh Khan, declare that this research report is my own work except as 

indicated in the references and acknowledgements. It is submitted in partial 

fulfilment of the requirements for the degree of Master of Business 

Administration in the University of the Witwatersrand, Johannesburg. It has not 

been submitted before for any degree or examination in this or any other 

university. 

 

 

------------------------------------------------------------- 

Shameegh Khan  

 

Signed at …………………………………………………… 

 

On the …………………………….. day of ………………………… 2014 

 



 
iv 

DEDICATION 

786 – All praise should go to the Creator of all systems. This research is 
dedicated to Hazrat Shah Saeed Ahmed Raipuri (RA) who emphasised to me 
the implementation of a well-balanced economic system that uplifts and benefits 
all of human kind regardless of status, race, colour, creed, religion or any other 
defining factor; based on the philosophy of Shah Waliullah. 



 
v 

ACKNOWLEDGEMENTS 

My sincere gratitude goes to my wife, Saima, without whom my life would not be 

complete, a pillar of strength, motivation and unwavering support and to my 

kids, who provided lots of inspiration. 

My parents, siblings, family, friends, all my teachers in my entire life, everyone 

who has ever taught me anything and especially to my supervisor, Mike Mundy, 

I acknowledge that I would not be here without you, thanks.   

 

 



 
vi 

TABLE OF CONTENTS 

ABSTRACT ..................................................................................... II 

DECLARATION .............................................................................. III 

DEDICATION ................................................................................ IV 

LIST OF TABLES .........................................................................VIII 

LIST OF FIGURES ........................................................................ IX 

1. CHAPTER 1:   INTRODUCTION .......................................... 10 

1.1 PURPOSE OF THE STUDY .......................................................................... 10 

1.2 CONTEXT OF THE STUDY ........................................................................... 10 

1.3 PROBLEM STATEMENT .............................................................................. 13 
1.3.1 MAIN PROBLEM .................................................................................................... 13 
1.3.2 SUB-PROBLEMS ................................................................................................... 13 

1.4 SIGNIFICANCE OF THE STUDY .................................................................... 14 

1.5 DELIMITATIONS OF THE STUDY................................................................... 15 

1.6 DEFINITION OF TERMS .............................................................................. 15 

1.7 ASSUMPTIONS ......................................................................................... 16 

CHAPTER 2:      LITERATURE REVIEW ...................................... 17 

2.1. INTRODUCTION ........................................................................................ 17 

2.2. E M P L O Y E E  S H A R E  OW N E R S H I P  P L A N S  (ESOP’ S )  ..................... 21 

2.3. S H A R E  OW N E R S H I P  V E R S U S  C O M P A N Y  P E R F O R M A N C E  ............ 25 

2.4. CON C L U S I O N  O F  L I T E R A T U R E  RE V I E W  .......................................... 27 

2.5. F O R M U L A T I O N  O F  HY P O T H E S I S  ...................................................... 27 
2 . 5 . 1  N U L L  H Y P O T H E S I S  ( H 0 )  ......................................................................... 28 

2 . 5 . 2  A L T E R N A T I V E  H Y P O T H E S I S  ( H 1 )  ......................................................... 29 

2. CHAPTER 3:   RESEARCH METHODOLOGY .................... 30 

3.1 RESEARCH METHODOLOGY /PARADIGM ...................................................... 30 

3.2 RESEARCH DESIGN .................................................................................. 31 

3.3 POPULATION AND SAMPLE......................................................................... 32 
3.3.1 POPULATION ........................................................................................................ 32 
3.3.2 SAMPLE AND SAMPLING METHOD ........................................................................... 33 

3.4 PROCEDURE FOR DATA COLLECTION .......................................................... 34 



 
vii 

3.5 DATA ANALYSIS AND INTERPRETATION ....................................................... 34 
1 . 7 . 1  V A R I A B L E  D E S C R I P T I O N S  ...................................................................... 34 

3.6 LIMITATIONS OF THE STUDY ....................................................................... 36 

3.7 VALIDITY AND RELIABILITY ......................................................................... 36 
3.7.1 EXTERNAL VALIDITY .............................................................................................. 36 
3.7.2 INTERNAL VALIDITY ............................................................................................... 36 
3.7.3 RELIABILITY ......................................................................................................... 36 

3. CHAPTER 4:   PRESENTATION AND DISCUSSION OF THE 
RESULTS ...................................................................................... 37 

4.1  I N T R O D U C T I O N  ................................................................................... 37 

3.2  R ESULTS OF ESOP UPON THE MEAN %CHANGE IN CAAR .......................... 37 

4.3 RESULTS OF ESOP UPON THE MEAN %CHANGE IN ROA ............................. 39 

4.4 RESULTS OF ESOP UPON THE MEAN %CHANGE IN NET PROFIT ................... 40 

4.5 RESULTS OF ESOP UPON THE MEAN %CHANGE IN TOTAL ASSETS .............. 41 

4.6  RESULTS OF ESOP UPON THE MEAN %CHANGE IN DEBT ............................ 43 

4.7 RESULTS OF ESOP UPON THE MEAN %CHANGE IN EQUITY ......................... 44 

4.8 TEST OF CORRELATION BETWEEN VARIABLES ............................................. 45 

4.9 BIVARIATE PLOTS PRESENTING A LINEAR RELATIONSHIP BETWEEN VARIABLES & 

REGRESSION ANALYSIS ............................................................................. 53 

4.10 PARTITIONING ............................................................................................. 71 

4.11 SUMMARY OF RESULTS ............................................................................. 75 

CHAPTER 5:  CONCLUSIONS AND    RECOMMENDATIONS .. 76 

5.1 INTRODUCTION ........................................................................................ 76 

5.2 CONCLUSIONS OF THE STUDY ................................................................... 76 

5.3 RECOMMENDATIONS ................................................................................ 79 

5.4 SUGGESTIONS FOR FURTHER RESEARCH ................................................... 80 

REFERENCES .............................................................................. 82 

APPENDIX A – ALL DATA ........................................................... 87 

APPENDIX B –STATISTICS ......................................................... 99 



 
viii 

LIST OF TABLES 

 

Table 1: Population of ESOP Research ........................................................ 33 

Table 2 - Results ESOP vs % Change CAAR .................................................. 38 

Table 3 - ESOP vs % Change ROA ................................................................. 40 

Table 4 - ESOP vs % Change Net Profit .......................................................... 41 

Table 5 - ESOP vs % change in Total Assets .................................................. 42 

Table 6 - ESOP upon the mean %change in Debt ........................................... 43 

Table 7 - ESOP vs %change in Equity ............................................................. 44 

Table 8 - The coefficients between pairs of continuous variables .................... 45 

Table 9 Correlation for Hypothesis 1 ................................................................ 47 

Table 10 Correlation for Hypothesis 2 .............................................................. 48 

Table 11 Correlation for Hypothesis 3 .............................................................. 49 

Table 12 Correlation for Hypothesis 4 .............................................................. 50 

Table 13 Correlation for Hypothesis 5 .............................................................. 52 

Table 14 Leaf Label ......................................................................................... 72 

 

 

 

 



 
ix 

LIST OF FIGURES 

 

Figure 1 ESOP vs % Change CAAR ................................................................ 37 

Figure 2 ROA vs % Change ESOP .................................................................. 39 

Figure 3 - ESOP vs % Change in Net Profit ..................................................... 41 

Figure 4 - ESOP vs % change in Total Assets ................................................. 42 

Figure 5 - ESOP upon the mean %change in Debt .......................................... 43 

Figure 6 - ESOP vs %change in Equity ............................................................ 44 

Figure 7 - Partition Platform – Decision Tree ................................................... 71 

Figure 8 - Receiver Operating Characteristic ................................................... 73 

 

 

 



 
10 

1. CHAPTER 1:   INTRODUCTION 

1.1 Purpose of the study 

The  pu rpose  o f  th is  s tudy  was  to  inves t iga te  the  e f fec ts  o f  

Emp loyee  Share  Ownersh ip  P lans  (ESOP ’s )  on  company 

p ro f i tab i l i t y  i n  t he  South  A f r ican  m in ing  indus t ry  f o r  compan ies  

l i s ted  on  the  Johannesburg  S tock  Exch ange  (JSE) .   

Essen t ia l l y ,  ESOP ’s  p rov ide  employees  wi th  a  s take  in  the  

company .  ESOP’s  a re  re levan t  to  the  cur ren t  debate  as  many 

sec to rs  o f  soc ie ty  a re  ca l l ing  fo r  the  t rans fo rmat ion  o f  the  

Sou th  A f r ican  m in ing  indus t ry  (Kahn ,  2013 ) .   Th is  resea rch  

sought  to  con t r ibu te  to  the  ex is t ing  l i te ra tu re  by  assess ing 

whethe r  ESOPs ach ieve  any  e f fec t  on  the  p ro f i tab i l i t y  o r  the  

ope ra t iona l  success  o f  compan ies .  The  inves t iga t ion  

a t tempted  to  f ind  a  co r re la t ion  be tween  ESOP ’s  and  

p ro f i tab i l i t y  o r  ope ra t iona l  success  s uch  as  Retu rn  on  Asse ts .  

Th is  was  assessed  th rough  an  emp i r i ca l  s tudy  o f  JSE l i s ted  

m in ing  compan ies  by  compar ing va r iab les  cons is t ing o f  

p ro f i tab i l i t y  ra t ios  and  o thers  such  as  re tu rn  on  asse ts  fo r  

p roduct i v i t y  o f  t hose  compan ies  who  have  ESOP’s  and  those  

who do  no t .      

1.2 Context of the study 

The South  A f r i can  m in ing  indus t ry  has  been  in  the  g loba l  

spo t l i gh t  s ince  the  Mar i kana  m ine rs ’  s t r i ke  o f  2012  and  the  

subsequent  k i l l ing  o f  44  peop le  on  16  August  2012  (Nkos i ,  

2012 ) .  The  inc iden t  has  exace rba ted  the  ca l l  by  some sec t ions  

o f  soc ie t y  f o r  the  na t iona l isa t ion  o f  m ines  wh i le  o thers  a re  

ca l l ing  fo r  econ omic  f reedom by  t rans fe r r ing   ownersh ip  o f  the  

m ines  to  communi t ies  (Kahn ,  2013 ) .   
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One  o f  t he  so lu t ions  to  the  cu r ren t  p rob lems  in  the  m in ing 

sec to r  wh ich  has  been  pun ted  by  ex -Anglo  Amer ica  CEO,  C lem 

Sun te r ,  i s  f o r  g rea te r  use  o f  ESOP ’s  in  o rde r  to  red ress  the  

inequa l i t ies  and  reduce  the  income gap  in  South  A f r i ca  

(V isse r ,  2004 ) .   Th is  ca l l  f o r  ESOP’s  to  red ress  the  p rob lems 

in  soc ie t y  has  been  in tens i f ied  because  o f  s tud ies  such  as  

Rob inson  and  Zhang (2005 )  who  have  shown  tha t  no t  on ly  do  

ESOP’s  add  va lue  to  the  bo t tom l ine  bu t  a l so  tha t  the re  is  a  

case  fo r  improvement  a t  o the r  leve ls  o f  bus iness  such  as  s ta f f  

re ten t ion  th rough the  use  o f  ESOP ’s .   

Count r ies  such  as  the  UK a re  we l l  known  fo r  leg is la t ion  wh ich  

i s  based on  a  be l ie f  tha t  ESOPs have  a  mo t iva t ing and  

p roduct i v i t y -enhanc ing  ro le  in  the  economy (Rob inson  & 

Zhang,  2005 ) .  I t  i s  f o r  th is  reason  tha t  the  Sou th  A f r ican  

m in ing  indus t ry  has  been  ca l led  to  book  by  va r ious  sec to rs  o f  

soc ie t y  who  have  asked  why the  indus t ry  i s  no t  t rans fo rmed 

and  have  ra ised  conce r ns  about  t h i s  non - t rans fo rmat ion ,  

espec ia l l y  o f  sha re  ownersh ip  (Kahn,  2013 ) .  The  wea l th  o f  the  

coun t ry  rema ins  in  ‘ the  hands  o f  a  few ’  i s  the  c ry  by  some 

sec t ions  o f  soc ie ty .         

On  an  in te rna t iona l  leve l ,  cap i ta l i sm  has  been  c r i t i c i sed  and  

condemned  ove r  the  pas t  f ew yea rs ,  espec ia l l y  s ince  the  

G loba l  F inanc ia l  Cr i s is  wh ich  s ta r ted  in  2007 .  Shah rokh i  

(2011 )  showed tha t  t he  U.S.  hous ing  bubb le  caused va lues  o f  

secu r i t ies  t ied  to  U.S.  rea l  es ta te  p r ic ing  to  p lummet ,  

damag ing  f inanc ia l  ins t i tu t ions  wor ldwide .  Economies  

wor ldwide  s lowed as  c red i t  t i gh tened  and  in te rna t iona l  t rade  

dec l ined .  Gove rnments  and  cen t ra l  banks  responded  wi t h  

unp receden ted  f i sca l  s t imu lus ,  monetary  po l icy  expans ion  and  

ins t i tu t iona l  ba i lou ts  (Shahrokh i ,  2011 ) .   
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The Lev in–Coburn  Repor t  f ound  “ tha t  t he  c r i s is  was  no t  a  

na tu ra l  d i sas te r ,  bu t  the  resu l t  o f  h igh  r isk . . .  and  the  f a i lu re  o f  

regu la to rs ,  the  c red i t  ra t ing  agenc ies ,  and  the  marke t  i t se l f  to  

re in  in  the  excesses  o f  W a l l  S t ree t ” (Lev in  &  Coburn ,  2011 ,  pp .  

2 -9 ) .  The re fo re ,  m in ing  compan ies  in  South  A f r i ca  a re  

th rea tened  bo th  w i th in  the  loca l  and  the  in te rna t iona l  con text .  

ESOP’s  may be  a  fo rm  o f  e lev ia t ing  some o f  t he  r isks  

assoc ia ted  w i th  the  th rea ts  o f  s ta te  cap i ta l i sm  as  we l l  as  o ther  

f o rms o f  na t iona l isa t ion .    

I t  i s  w i th in  th is  con text  tha t  an  assessment  o f  ESOP ’s  in  the  

m in ing  sec to r  o f  Sou th  A f r ica  was  done  so  tha t  i t  m igh t  shed  

some l i gh t  on  whether  ac tua l  bene f i t s  o f  ESOP ’s  can  be  made.   

The  resea rch  focus ed  on  a  na r row sec to r  tha t  i s  cu r ren t ly  

unde r  the  spo t l i gh t .  Acco rd ing  to  M i tche l l  (2013)  ESOP’s  may 

shed  l i gh t  on  the  cu r ren t  debate  o f  what  t ype  o f  so lu t ions  

shou ld  be  cons ide red  in  o rder  t o  red ress  the  wea l th  

imba lances in  soc ie t y .   

The  m in ing  sec to r  p lays  an  impor tan t  ro le  w i th i n  the  con tex t  o f  

the  South  A f r ican  economy by  p rov id ing  f i nances  to  the  

gove rnment  and  jobs  to  o rd ina ry  c i t i zens .  Accord ing  to  Ke l l y  

e t  a l .  (2005 ) ,  Sou th  A f r ica  has  s ign i f i can t  m ine ra l  rese rves  

wh ich  rema in  to  be  exp lo i ted .    

ESOP’s  can  the re fo re  be  used  to  s tab i l i ze  the  sec to r  by 

a l lev ia t ing  some o f  t he  tens ion  tha t  i s  p resen t  be tween 

worke rs ,  sha reho lde rs ,  management  and  gove rnmen t .  The  

wea l th  o f  the  sec to r  can  a lso  be  used  to  up l i f t  wo rkers  th rough  

the  use  o f  ESOP’s .  Th is  may be  seen  as  a  fo rm o f  

red is t r ibu t ion  o f  wea l th  w i thou t  sha reho lde r  in te res t s  be ing 

comple te l y  f o r fe i ted  as  wou ld  be  the  case  i f  the  m ines  wou ld  

be  na t iona l i zed .     
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1.3 Problem statement 

1.3.1 Main problem 

Th is  resea rch  inves t iga ted  the  impact  o f  ESOP ’s  as  pa r t  o f  an  

emp loyee  benef i t s  scheme and  as  a  mechan ism to  c rea te  

sha reho lde r  wea l th .  The  quest ion  was  whe the r ,  indeed ,  

ESOP’s  have  an  impact  on  company p ro f i tab i l i t y .   

The  resea rch  a imed  to  p rov ide  ins igh t  in to  the  e f fec t i veness  o f  

ESOPs as  a  mechan ism to  c rea te  p ro f i tab i l i t y  w i th in  the  South  

A f r i can  m in ing  indus t ry  f o r  compan ies  l i s ted  on  the  

Johannesbu rg  S tock  Exchange  (JSE ) .  I t  sought  to  p rov ide  

ev idence  o f  how company p ro f i tab i l i t y  may be  a f fec ted  by  

emp loyee  share  ownersh ip .  

1.3.2 Sub-problems 

The  sub-prob lem  inves t iga ted  the  e f fec t i veness  o f  ESOPs  as  a  

p roduct i v i t y  pe r formance  enhance r .  The  impact  o f  company 

pe r fo rmance  and  ESOP concent ra t ion  was  inves t iga ted  in  

te rms o f  whe ther  compan ies  who  have  an  ESOP in  p lace  

ou tpe r fo rmed  those  compan ies  who  have  no  ESOP .  The  

pe r fo rmance  was  measu red  us ing p ro f i t  pe r  emp loyee  and  

re tu rn  on  asse ts  among o the r  va r iab les .   
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1.4 Significance of the study 

The  s tudy  a im ed to  p rov ide  gu idance  to  the  South  A f r ican  

m in ing  indus t ry  th rough  iden t i f y ing  whe the r  ESOP ’s  wou ld  

ac tua l l y  ass is t  the  m in ing  indus t ry  i n  improv ing  p ro f i tab i l i t y  o r  

pe r fo rmance  and  whethe r  an  ESOP shou ld  ser ious ly  be  

cons ide red  w i th  rega rd  to  employee  benef i t s  as  an  incen t ive  

mechan ism  tha t  wou ld  ass is t  o rgan isa t ion s  ach ieve  be t te r  

resu l ts  o r  improve  per fo rmance .  

The  speed  o f  t rans fo rmat ion  in  the  m in ing  indus t ry  has  been  

deba ted  wi th  ever  i nc reas ing  tens ion  ove r  t he  fac t  t ha t  the  

m in ing  indus t ry  has  no t  met  the  requ i rements  o f  the  M in ing 

Char te r .  The  min ing  cha r te r  has  se t  a  ta rge t  o f  twenty  s i x  

pe rcen t  ownersh ip  to  des igna ted  g roups  and  th i s  ta rge t  has  

no t  been met  by  a  long sho t  (G .  Mi t che l l ,  2013) .  ESOP’s  such  

as  Ang lo  Amer ican ’s  (Kumba  I ron  Ore  L im i ted  -  Env is ion )  

sha re  ownersh ip  scheme wh ich  has  had  ma jo r  success  a lso  

p laces  p ressu re  on  o ther  m in ing  compan ies  to  fo l low su i t  

(Rees ,  2011 ) .   

W h i le  there  has  been  much debate  about  ESOP’s ,  th i s  s tudy 

a imed  to  add ress  the  gap  o f  emp i r i ca l  ev idence  wh ich  e i ther  

p roved  o r  d isp roved  the  assumpt ion  tha t  ESOP’s  wou ld  make 

a  pos i t i ve  impac t  f o r  bo th  compan ies  and  emp loyees  wi th in  the  

cond i t ions  o f  the  Sou th  A f r i can  m in ing sec to r .   

Rob inson  and  Zhang (2005 )  have  shown,  th rough  an  empi r ica l  

s tudy ,  tha t  ESOP’s  have  an  in f luence  on  the  p ro f i tab i l i t y  o f  

compan ies ;  there fo re  emp loyers ,  gove rnmen t ,  un ions  and  

emp loyees  may be  in te res ted  in  es tab l i sh ing  the  l i te ra ry 

c la ims  wi th in  the  con tex t  o f  the  JSE l i s ted ,  South  A f r ican  

m in ing  indus t ry .  
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1.5 Delimitations of the study 

The  scope  o f  the  research  was  focused  on  the  m in ing  indus t ry  

w i th in  South  A f r ica  and  was  l im i ted  to  compan ies  wh ich  a re  

l i s ted  on  the  JSE.  Pub l ished  and  aud i ted  f inanc ia l  da ta  were  

used  fo r  the  s tudy .  These  compan ies  a re  requ i red  to  app ly  

va r ious  account ing  and  corpora te  governance  p r inc ipa ls  as  

l i s ted  en t i t ies  on  the  JSE.  A l though  the  requ i rements  fo r  JSE 

l i s t ing  a re  s t r ingen t ,  l i s t ing  i t se l f  does  no t  au tomat i ca l l y  imp ly  

tha t  compan ies  fo l low a l l  lega l ,  accoun t ing o r  gove rnance  

requ i rements .  Th is  does  he lp  to  p rov ide  be t te r  da ta  compared  

to  compan ies  who do  no t  comp ly  w i th  any  t ype  o f  gove rnance .  

I t  i s  there fo re  no t  the  c la im  o f  th is  resea rch  tha t  a l l  the  JSE 

compan ies  comply  w i th  exac t l y  t he  same s tanda rds  and  

gove rnance  bu t  ra ther  tha t  the  gene ra l  p rac t ices  shou ld  be  o f  

good  qua l i t y  based  on  the  aud i t  requ i rements  and  res t r i c t ions  

tha t  JSE l i s t ing  comes wi th .      

1.6 Definition of terms 

The fo l lowing  te rms  were  w ide ly  used  th roughout  the  resea rch  

repo r t :  

 

ESOPs -  Emp loyee  Sha re  Ownersh ip  P lans   

JSE  -  Johannesburg  S tock  Exchange  

CAAR  –  Cumu la t ive  Annua l  Ave rage  Re turns   

RO A –  Re tu rn  on  Asse ts  –  Net  P ro f i t  a f te r  tax /To ta l  

Asse ts  

ESOP %  -  Concent ra t ion  o f  Emp loyee  Sha re  Ownersh ip  

o f  To ta l  Sha res  a l l oca ted  fo r  the  company  
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P-L /  Employee – P ro f i t  o r  loss  per  emp loyee    

D/E  – To ta l  Debt  ove r  To ta l  Equ i t y  

HEPS – Head l ine  Ea rn ings  pe r  Sha re  

% Increase  –  Percen tage  increase  in  the  spec i f i c  

va r iab le  

Mean change  -  used  to  desc r ibe  the  average  change 

ove r  an  en t i re  da ta  se t  o f  a  spec i f i c  va r iab le   

ID  –  Independent  Va r iab le  

DV –  Dependant  Va r iab le  

1.7 Assumptions 

I t  i s  assumed  tha t  the  JSE is  an  e f f ic ien t  marke t  wh ich  re f lec ts  

the  t rue  in t r ins i c  va lue  o f  the  compan ies .  An  E f f i c ien t  Marke t  

Hypo thes is  (EMH) was fo rmu la ted  by  Eugene  F  Fama,  F isher ,  

Jensen ,  and  Ro l l  (1969 )  wh i le  Bod ie ,  Kane,  and  Marcus  (2005)  

sugges t  e i the r  a  weak ,  semi -s t rong  o r  s t rong  fo rm  o f  EMH.  I t  

i s  assumed  tha t  the  JSE is  a  semi -s t rong  fo rm  o f  e f f i c iency  as  

the  poss ib i l i t y  o f  ins ider  in fo rmat ion  access  cannot  be  

p rec luded f rom the  JSE.  
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CHAPTER 2:      LITERATURE REVIEW 

2.1. Introduction 

The  l i te ra tu re  rev iew  co l la tes  in fo rmat ion  on  ex is t ing  res ea rch  

as  we l l  as  de f ines  an  ESOP.  I t  a lso  d iscusses  re levan t  

l i te ra tu re  re la ted  to  the  re la t ionsh ip  be tween  share  ownersh ip  

and  company pe r fo rmance.  I t  look s  a t  the  ESOP’s  h is to r i ca l  

background,  how i t  wo rks  in  re la t ion  to  in te rna t iona l  s tanda rds  

and  what  has  been d iscussed wi th in  the  South  A f r i can  con text .  

The  ma in  a rea  o f  f ocus  o f  th i s  s tudy  i s  the  d i rec t  re la t ionsh ip  

be tween  ESOP’s  and  company p ro f i tab i l i t y .  Th is  re la t ions h ip  

has  been  empi r ica l l y  p roven  by  bo th  Rob inson  and  Zhang 

(2005 )  as  we l l  as  F reeman  and  Kno l l  (2008 ) .  The  ma in  

p rob lem wh ich  th is  resea rch  a t tempts  to  answer  i s  the  

quest ion  o f  an  ESOP’s  re la t ionsh ip  w i th  company p ro f i tab i l i t y .  

W h i le  t h i s  re la t ionsh ip  has  been  p roven  by  resea rch  such  as  

(F reeman  &  Kno l l ,  2008 ;  Rob inson  &  Zhang,  2005 )  the  

quest ion  rema ins  to  be  answ ered  in  South  A f r i ca .     

The  resea rch  has  i t s  roo ts  in  the  p rob lem  o f  how to  de l i ve r  

app rop r ia te  incen t i ves  to  emp loyees wh i le  a t  the  same t ime 

inc reas ing  wea l th  to  sha reho lde rs .  The  l i te ra tu re  rev iew thus  

cons ide rs  the  c lass ic  wo rk  o f  agency  theo ry  acco rd ing  to  M.  C.  

Jensen  and  Meck l ing  (1976 ) .  Th is  wo rk  was  fo l lowed  up  by 

Haugen  and  Senbe t  (1981 ) ,  and  la te r  by  Agrawa l  and  

Mande lker  (1987 ) .  Agency  theo ry  expand s  on  the  idea  o f  the  

pe r fo rmance  re la t ionsh ip  be tween  compensa t ion  and  company 

p ro f i t s  (Agrawa l  &  Mande lke r ,  1987 ;  Haugen  &  Senbe t ,  1981 ;  

M.  C.  Jensen & Meck l ing,  1976 ) .   
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W hi le  these  s tud ies  a re  focussed  on  sha re  ownersh ip  o f  

execu t i ves ,  a  s im i la r  case  can  be  made fo r  gene ra l  

emp loyees.  Thus ,  sha re  ownersh ip  o f  e i the r  execu t i ves  o r  

emp loyees  shou ld  p rov ide  bo th  an  incen t i ve  fo r  sha reho lde rs  

as  we l l  as  s ta f f  t o  improve  p roduct iv i t y  and  pe r fo rmance  o f  the  

o rgan isa t ions .  The  gene ra l  p roduct i v i t y  improvement  shou ld  

be  o f  in te res t  to  va r ious  p roduct i v i t y  i ns t i tu tes  and  

gove rnments  in  gene ra l ,  as  i s  the  case  wi th  the  Un i ted  

K ingdom ’s  tax  incen t i ves  fo r  the  use  ESOP’s  (Rob inson  & 

Zhang,  2005 ) .  The  po ten t ia l  imp rovement  o f  p roduct i v i t y  and  

p ro f i t  tha t  ESOP’s  m igh t  p rov ide  is  a rguab ly  an  incen t i ve  fo r  

en t i re  coun t r ies  and  reg ions .        

The  agency  p rob lem wh ich  re fe rs  to  the  tendency  o f  

emp loyees  no t  to  ac t  in  t he  bes t  i n te res t  o f  sha reho lde rs  i s  

d iscussed  by  Eugene  F.  Fama and Jensen  (1983) .  One o f  the  

methods  wh ich  can  be  used  to  so lve  th i s  agency  p rob lem is  

ESOP’s  (F roh l i ch ,  Godard ,  Oppenhe imer ,  &  S ta rke ,  1998 ) .   

The  quest ion  asked  by  Eugene  F  Fama e t  a l .  (1969 )  and  M.  C.  

Jensen  and  Meck l ing (1976) ,  wh ich  re la tes  to  agency  theo ry ,  

i s  exac t l y  how e f fec t i ve  sha re  op t ions  a re  f o r  c rea t ing  wea l th  

and  improv ing p roduct i v i t y .   

O the r  scho la rs  have  looked  a t  t h i s  ques t ion  f rom d i f f e ren t  

ang les ,  such  as  co rpo ra te  gove rnance  (Abdu l lah ,  2006 ;  

K lappe r  &  Love ,  2004 ;  Okeaha lam,  2004 ;  W ei r  &  La ing ,  2001 ) .  

These  s tud ies  a re  ma in ly  f ocussed  o n  sha re  op t ions  in  re la t ion  

to  the  quest ion  o f  co rpo ra te  gove rnance  and  whether  the  

incen t i ves  had  the  e f fec t  o f  execu t i ves  abus ing  the i r  power  to  

ach ieve  p ro f i t s  a t  the  expense  o f  good  co rpo ra te  governance .    
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Abdu l lah  (2006 )  found  tha t  sha re  op t ions  a re  no t  assoc ia ted  

w i th  ROA ,  bu t  d id  f ind  a  negat ive  in f luence  on  co rpo ra te  

gove rnance ,  wh i le  g rowth  was p os i t i ve l y  i n f luenced fo r  

compan ies  in  Ma lays ia .  W h i le  co rpo ra te  gove rnance  may be  

an  impor tan t  aspect  o f  bus iness  today ,  the  quest ion  o f  

p ro f i tab i l i t y  rema ins  a  key  foca l  po in t  o f  su rv i va l  f o r  any 

o rgan isa t ion ,  espec ia l l y  i n  the  tu rbu len t  t imes  we  have  see n  

s ince  the  ma jo r  co l lapse  o f  2008  (Shah rokh i ,  2011 ) .  The  

quest ion  o f  su rv iva l  in  the  Sou th  A f r i can  m in ing  con text  i s  o f  

pa ramoun t  impor tance  in  the  cu r ren t  e ra .     

Es t r in ,  Grou t ,  W adhwan i ,  N icke l l ,  and  K ing  (1987 )  have  

a rgued  vehement l y  aga ins t  p ro f i t  sha r ing  w i th  wo rkers ,  

c la im ing  tha t  in  the  long  run  wages  wi l l  ac tua l l y  be  reduce d .  

U l t ima te ly ,  though,  Es t r in  e t  a l .  (1987 )  concede  tha t  p ro f i t  

sha r ing  has  he lped  inc rease  worke r  p roduct i v i t y .   

F reeman  and  Kno l l  (2008 )  had  the  benef i t  o f  ove r  ten  yea rs  o f  

emp i r i ca l  da ta  in  t he  Un i ted  S ta tes  o f  Amer ica  (USA)  where  

ESOP’s  have  been  used  fo r  many decades.  They d rew f rom 

ex tens ive  empi r ica l  l i t e ra tu re  on  ESOP’s  to  eva lua te  the i r  

consequences.  The  F reeman  and  Kno l l  (2008 )  s tud ies  show 

tha t  an  ESOP is  more  than  l i ke l y  to  l ead  to ,  on  ave rage ,  an  

inc rease  in  p roduc t i v i t y  and  p ro f i tab i l i t y  tha t  w i l l  bene f i t  bo th  

emp loyees  and  emp loye rs .  I t  i s  spec i f i ca l l y  t hese  c la ims  tha t  

th i s  s tudy  eva lua te s  on  a  sma l le r  sca le  w i th in  a  ve ry  spec i f i c  

con tex t  in  the  JSE l i s ted  South  A f r i can  m in ing  indus t ry .   

The  s tudy  done  by  F reeman  and  Kno l l  (2008 )  has  p rov ided  

some o f  the  most  compe l l ing  ev idence  tha t  ESOP’s  made a  

s ign i f i can t  impact  i n  the  USA.  The i r  ca lcu la t ions  ind ica ted  tha t  

ESOP ’s  resu l ted  in  equ i t y  con t r ibu t ions  o f  more  than  $14  

b i l l ion  annua l l y ,  p lus  $3  b i l l ion  a t t r ibu tab le  to  inc reased  job  

s tab i l i t y ,  as  we l l  as  non ‐quan t i f i ed  benef i t s  o f  g rea te r  work  
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sa t is fac t ion  and  reduced  s t ress  (F reeman  &  Kno l l ,  2008 ) .  

Moreover ,  the  $14  b i l l ion  was  channe led  in to  fo rced  sav ings .  

Ev idence  suggests  tha t  th is  f o rced  sav ings  shows  up  a lmost  

en t i re l y  in  inc reased sav ings  where  i t  gene ra tes  an  add i t iona l  

$34  b i l l ion  a  yea r  (F reeman  &  Kno l l ,  20 08 ) .  Nonethe less ,  tha t  

i s  wea l th  tha t  U.S .  wo rke rs  wou ld  no t  o the rwise  have  wi thou t  

ESOPs.  

Many  s tud ies  have  shown the  benef i t s  o f  ESOP’s  (Es t r in  e t  

a l . ,  1987 ;  F reeman  &  Kno l l ,  2008 ;  Legros  &  Newman ,  2008 ;  

Rob inson  &  Zhang,  2005 ;  Ses i l ,  K roumova,  B las i ,  &  K ruse ,  

2002 ;  V isse r ,  2004 ) ,  wh i le  o thers  have  found  l i t t le  o r  no  va lue  

in  ESOP’s  (Cho i  Sang,  Gondyah,  &  Mus ibau ,  2013 ) .   

The  resea rch  re la ted  to  ESOP ’s  has  many b ranches  and  

cannot  be  dec is ive ly  dea l t  w i th  in  the  con tex t  o f  th i s  s tudy .  

U l t ima te ly  the  foca l  po in t  o f  the  l i te ra tu re  rev iew has  

es tab l ished  tha t  many  resea rchers  found  benef i t s  f rom the  use  

o f  ESOP’s  w i th  rega rds  to  the  p ro f i tab i l i t y  o f  the  f i rms  who  use  

ESOP’s  as  a  fo rm o f  incen t i v is ing  managemen t  and  s ta f f .   

P ro f i t ab i l i t y  as  an  issue  may have  been  p roven  in  the  U.S .A.  

and  o the r  deve loped  count r ies ,  bu t  deve lop ing  na t ions ,  such  

as  South  A f r ica ,  cannot  be  compared  d i rec t l y  to  these  

count r ies .  Sou th  A f r i ca  has  a  un ique  economy,  se t  o f  

c i r cumstances  and  soc io -po l i t i ca l  env i ronmen t .  The  method  o f  

f ocuss ing  on  a  very  na r row and  spec i f i c  ta rge t  t hus  a l lows  the  

theory  to  be  tes ted  spec i f i ca l l y  i n  the  JSE l i s ted ,  South  A f r ica  

m in ing  indus t ry .  Th is  na r row focus  p rov ides  a  concent ra ted ,  

de ta i led  obse rva t ion ,  benef i c ia l  to  th is  indus t ry .          
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2.2. Employee Share Ownership Plans (ESOP’s)  

Rosen,  K le in ,  and  Young (1986)  b road ly  de f ine  emp loyee  

sha re  ownersh ip  as  possession  of  shares  by  a  s igni f icant  

number  o f  employees ,  inc luding  but  not  res tr ic ted  to  

management  and workers ,  regardless  o f  h ie rarchica l  leve l  

or  compensat ion type.  Th is  de f in i t i on  i s  suppo r ted  by  P ie rce ,  

Rubenfe ld ,  and  Morgan  (1991,  p .  305 ) ,  bu t  they  add  tha t :   

“W here  the  fo rma l  ownersh ip  sys tem is  

ope ra t iona l i zed  such  tha t  i t  leads  to  

psycho log ica l  ownersh ip ,  a  bond ing  o r  

i n tegra t ion  o f  the  emp loyee -owner  w i th  

the  o rgan iza t ion  occu rs ” .    

 

The  de f in i t i ons  by  bo th  P ie rce  e t  a l .  (1991 )  and  Rosen e t  a l .  

(1986 )  encompass  a  ho l i s t i c  v iew o f  emp loyee  sha re  

ownersh ip .  The  combina t ion  o f  th is  b road  de f in i t i on  o f  an  

ESOP as  an  incen t i ve  to  the  emp loyee  by  ho ld ing  sha res  in  

the  f i rm i s  what  the  resea rcher  adop ted  as  a  wo rk ing 

de f in i t ion .    

The  me thod  o f  ob ta in ing  ownersh ip  by  employees  can  be  

th rough d i rec t  purchase ,  a  bonus,  s tock  op t ions  o r  a  p ro f i t  

sha r ing  p lan  bu t  the  mos t  common  fo r m  in  the  cu r ren t  

bus iness  env i ronment  i s  the  ESOP o r  ‘ s tock  ownersh ip  p lans , ’  

as  i t  i s  known  i s  some count r ies  (D ing  &  Sun ,  2001 ) .  

Se t t ing  up  an  ESOP is  done  by  the  use  o f  a  co l lec t i ve  

inves tmen t  veh ic le ,  be t te r  known as  a  t rus t  f und ,  to  buy 

sha res  fo r  emp loyees.  The  a l loca t ions  a re  wo rked  ou t  
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acco rd ing  to  fo rmu las  wh ich  a l loca te  s tock  based  on  a  

combina t ion  o f  the  number  o f  yea rs  o f  se rv i ce  and  ac tua l  

compensa t ion  o f  the  emp loyee .  The  sha res  a re  purchased  by 

the  f i rm (Ha l lock ,  Sa laza r ,  &  Venneman,  2003 ) .   

Emp loyees  g radua l l y  ga in  access  to  the i r  f unds  th rough  bo th  

d i v idends  and  a f te r  a  number  o f  yea rs  they  rece ive  the  ac tua l  

sha res  wh ich  they  can  cash  ou t  o r  re ta in  (K le in  &  Ha l l ,  1988 ) .  

A l l  ru les  a re  se t  ou t  by  the  ves t ing requ i rements  o f  the  fund .   

H is to r ica l l y ,  va r ious  fo rms  o f  ownersh ip  ha ve  been  pun ted .  On 

the  one  end  o f  the  sca le  o f  ownersh ip  is  Adam Smi th  in  h i s  

magnum opus  wh ich  a rgued  fo r  t he  d i v i s ion  o f  labou r ,  

p roduct i v i t y  o f  labou r  and  the  o f ten  quo ted  ‘ inv i s ib le  hand ’  

tha t  d is t r ibu t es  wea l th  acco rd ing ly  wh i le  ownersh ip  shou ld  

rema in  in  t he  hands o f  the  inves to r  (Sm i th ,  1863 ) .   

On  the  o the r  end  o f  th e  sca le  a re  Ka r l  Marx  and  F r ied r ich  

Enge ls  (1867 )  w i th  ‘Das  Kap i ta l ’  t ha t  t rans fo rmed  Russ ia  

th rough  the  imp lementa t ion  o f  the i r  ideas .  Marx  and  Enge ls  

(1961 )  sugges ted  the  comp le te  ownersh ip  o f  the  means o f  

p roduct ion  by  the  worke rs  th rough  what  they  ca l led  the  

‘d ic ta to rsh ip  o f  t he  p ro le ta r ia t ’ .  C lass ica l l y ,  the  m idd le  road  o f  

sha red  ownersh ip  as  a  ph i losophy comes  f rom the  e igh teen th  

cen tu ry  Ind ian  economis t ,  Shah  W al iu l lah ,  who  suggested  

human  economic  needs  shou ld  be  fu l f i l led  th rough  co l lec t i ve  

ownersh ip  by  bo th  owners  and  workers  (He rmansen ,  1996 ) .   

In  my op in ion  the  two  ex t remes  o f  e i the r  a  comp le te l y  

Cap i ta l i s t  o r  comp le te l y  Marx is t  app roach  may no t  be  the  bes t  

so lu t ion  fo r  the  Sou th  A f r ican  mode l .  A  m idd le  o f  the  road  

so lu t ion  to  ownersh ip  such  as  W al iu l lah  suggested  may be  the  

cor rec t  ba lance  fo r  t he  Sou th  A f r ican  con tex t .  In  tha t  case  

compet i t ion  wou ld  no t  be  l im i ted  and  worke rs  w i l l  own  a  share  

in  the  compan ies  they  work  fo r .  The  quest ion  o f  phys io log ica l  



 
23 

ownersh ip  cannot  be  add ressed  wi th in  th i s  con tex t  though  I  do  

be l ieve  tha t  once  worker  rece ive  d i v idends  on  shares  pa id  o u t  

they w i l l  be  more  inc l ined  to  doubt  th is  t ype  o f  comprom ise .   

A  p rob lem wi th  ESOP’s  fo r  wo rkers  is  tha t  they  a re  

t rad i t iona l l y  inc l i ned  towards  sa la ry  and  have  been 

cond i t ioned  th rough  many yea rs  o f  un ion is m to  be l ieve  in  

ea rn ing  as  much as  poss ib le .  Th is  can  be  seen  th rough  the  

recen t  s t r ikes  in  the  m in ing  sec to r  and  the  ca l l  f o r  a  m in imum 

wage.  W orke rs  may p re fe r  inc reased  wages  compared  to  sha re  

ownersh ip .  Th is  may no t  however  be  mutua l l y  exc lus ive .  A  

l i v ing wage  and  sha re  ownersh ip  need  no t  be  jux taposed.   

A l te rna t i ves  to  an  ESOP may be  Nat iona l i za t ion  o f  the  m ines  

as  wou ld  be  the  case  unde r  a  Marx is t  approach  o r  t he  s ta te  

cou ld  buy  sha res  in  compan ies ;  p ro f i t  sha r ing  may be  ano ther  

method  bu t  th is  has  no t  been  as  w idesp read  as  ESOP’ s  as  

s ta ted  by  W ei t zman  and  K ruse  (1990 ) .   

B lack  Economic  Empowerment  (BEE)  dea ls  may be  cons ide red  

as  an  a l te rna t i ve  to  ESOP’s  bu t  these  dea ls  have  ma in ly  

en r iched  a  few ind iv idua ls .  F reund (2007)  sugges ts  tha t  BEE 

on ly  c rea ted  an  e l i te  o f  a  sma l l  number  o f  peop le  wh i le  th is  

does  no t  necessa r i l y  benef i t  the  ma jo r i t y  o f  peop le  in  the  

coun t ry  o r  the  worke rs  o f  these  compan ies  in  pa r t icu la r .  Pon te  

and  Van S i t te r t  (2007 )  on  the  o ther  had  goes  as  fa r  as  

p roc la im ing  tha t  desp i te  i t s  red is t r i bu t i ve  in ten t ions ,  BEE has  

no t  been p roduct ive  o r  p ro f i tab le .  One o f  t he  i ssues  tha t  came 

up  du r ing my resea rch ,  wh ich  may requ i re  fu r ther  

i nves t iga t ion ,  i s  tha t  compan ies  who  engaged  i n  BEE dea ls  d id  

no t  do  as  we l l  as  compan ies  who  wen t  f o r  the  ESOP op t ion .      
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More  cu r ren t l y  p rac t ica l  f o rms  o f  sha re  ownersh ip  have  been 

p rac t iced  in  i t s  modern  f rom in  the  USA f rom as  ea r l y  as  the  

1920 ’s .  By  1927  a lmost  f ou r  hund red  Amer ican  f i rms  had  some 

fo rm  o f  emp loyee  ownersh ip  (S te rn  &  Comstock ,  1978 ) .  By  the  

1990 ’s  a round e leven  thousand f i rms  in  the  USA had an  ESOP 

in  p lace  wh ich  benef i ted  a lmost  e igh t  m i l l ion  emp loyees  (B las i  

&  K ruse ,  1991 ) .   

ESOP’s  now have  a  s ign i f i can t  p resence  in  the  UK,  pa r ts  o f  

the  European  Un ion ,  Japan  and  fo rmer  Eas te rn  b loc  coun t r ies  

(Jones  &  Ka to ,  1995 ;  Ka rsa i  &  W r igh t ,  1994 ;  M i l lwa rd ,  

S tevens,  Smar t ,  &  Hawes ,  1992 ;  Uva l ic ,  1991 ) .   

Sou th  A f r i ca  had  l i t t le  expe r ience  wi th  ESOP’s  un t i l  the  m id -

1980 ’s ,  when a  sma l l  number  o f  f i rms  s ta r ted  imp lement ing 

them fo l lowing  d is inves tment  f rom in te rna t iona l  compan ies  

and  the  gove rnmen t  o f  the  t ime ’s  p r i va t i sa t ion  p rogramme 

(Maz ibuko  &  Boshof f ,  2000 ) .   

Thus  fa r ,  a  democra t ic  South  A f r ican  gove rnment  has  no t  been  

ab le  to  rad ica l ly  t rans fo rm  the  economy o r  imp lement  

s ign i f i can t  ownersh ip  fo r  emp loyees  (Ho rwi t z  &  Cur r ie ,  2007 ) .  

Recent l y ,  Hamann  (2003 )  has  found  tha t  South  A f r i can  m in ing 

houses ,  in  par t icu la r ,  f i nd  themse lves  in  a  very  d i f f i cu l t  

pos i t i on  as  fa r  as  co rpo ra te  soc ia l  respons ib i l i t i es  a re  

conce rned ,  espec ia l l y  re la ted  to  sha re  ownersh ip  and  B lack  

Economic  Empowerment  (BEE)  issues .       

ESOP’s  can  b road ly  be  d iv ided  in to  two  t ypes ;  non - leve raged 

and  leve raged .  The  la te r  requ i res  bo r rowing  to  fund  the  

acqu i rement  o f  s tock  wh i le  the  former  is  sponso red  by  the  

emp loyer  (Ha l lock  e t  a l . ,  2003 ) .  Ha l lock  e t  a l .  (2003 )  fu r ther  

e labo ra te  on  the  leve raged  op t ion  by  exp la in ing  tha t  deb t  

f inanc ing  is  o f ten  used  th rough  the  c red i t  o f  the  emp loye r  to  

pu rchase  s tock  for  emp loyees ,  wh i le  a t  t he  same t ime  c rea t ing 
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cash  fo r  the  company and  sha reho lde rs .  D is t r ibu t ions  by  the  

company to  the  ESOP annua l l y  may even  he lp  repay  the  f i rm ’s  

loans  (Ha l lock  e t  a l . ,  2003 ) .   

Landau  and  Ramsay (2007 )  f ind  many reasons why f i rms 

imp lement  ESOP’s ,  inc lud ing  macroeconomic  p ro jec ts ,  

en te rp r i se  w ide  reasons  o r  pa r t  o f  b roader  soc ia l  

respons ib i l i t y .  In  the  UK ,  many compan ies  use  tax  inc en t ives  

as  the  ma in  reason  to  imp lement  ESOP’s  (Rob inson  &  Zhang,  

2005 ) .  The  USA ,  on  the  o the r  hand ,  most l y  pe rce ive  an  ESOP 

as  an  incen t i ve  to  emp loyees  and  a  p roduct i v i t y  enhancement  

too l  f o r  emp loye rs  (B ryson ,  F reeman ,  Luc i fo ra ,  Pe l l i zza r i ,  &  

Pe ro t in ,  2012 ) .    

2.3. Share ownership versus company 

Performance 

The  f ramework  o f  agency  theo ry  i s  o f ten  assoc ia ted  w i th  

ESOP’s .  The  theo ry  asse r t s  tha t  t rans fo rm ing  emp loyees  in to  

owners  reduces the  agency  cos ts  to  the  company as  

emp loyees  become more  a l i gned  to  s takeho lde r s ,  bu t  th is  

m igh t  c rea te  p rob lems  fo r  co rpo ra te  gove rnance  as  the  l ine  o f  

sepa ra t ion  be tween  ownersh ip  and  con t ro l  becomes  b lu r red  

(R .  M i tche l l ,  O 'Donne l l ,  &  Ramsay,  2005 ) .   

W h i le  M.  C .  Jensen  and  Meck l ing  (1976)  looked  a t  how 

behav iou r  o f  managers  i s  s ign i f i can t l y  in f luenced by  equ i t y  

ownersh ip  th rough  agency  cos ts ,  i t  was  Agrawa l  and  

Mande lker  (1987)  who  found tha t  ownersh ip  o f  sha res  ac tua l l y  

reduced agency  cos ts .   

Conc lus ive  p roo f  tha t  sha re  ownersh ip  in f luenced company 

pe r fo rmance  was found  th rough  the  s tudy  conducted  by  M.  

Jensen  and  Murphy (1999 ) .   Fu r the r  suppo r t  tha t  the  agency 
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cos t  was  reduced  th rough  sha re  ownersh ip  was  p rov ided  by 

DeFusco ,  Johnson,  and  Zo rn  (1990) .   

Du f fhues  and  Kab i r  (2008 )  have  p roduced  pos i t i ve  resu l ts  f rom 

the  re la t ionsh ip  be tween  company pe r fo rmance  and  sha re  

ownersh ip  in  the  Nethe r lands ,  t h is  has  been  rep l i ca ted  in  

S ingapore  by  S . -S .  Chen,  Ho,  Lee ,  and  Yeo  (2000 ) ,  i n  I ta l y  by 

B rune l lo ,  Graz iano ,  and  Par ig i  (2001 )  and  in  Ch ina  by  J .  Chen 

(2001 ) .  The  USA s tudy  by  F reeman  and  Kno l l  (2008)  found  

s ign i f i can t  benef i t s  to  bo th  wo rkers  and  employe rs .   

B re ton ‐Mi l le r ,  M i l l e r ,  and  S te ie r  (2004 )  have  found  tha t  

concen t ra ted  ownersh ip  by  few ind iv idua ls  and  sha reho lde rs  

tend  to  p roduce  favour i t i sm  and  nepot ism.  An  a rgument  is  

there fo re  made fo r  the  imp lementa t ion  o f  ESOP’s  wh ich  shou ld  

improve  ope ra t iona l  e f f i c i enc ies  and  u l t imate ly  be t te r  company 

pe r fo rmance (B re ton ‐Mi l le r  e t  a l . ,  2004 ) .        

Sho r t  and  Keasey (1999)  con tended  tha t  the  e f fec ts  o f  share  

ownersh ip  on  f i rm  pe r fo rmance a re  dependent  on  the  leve l  o f  

ownersh ip .   The  s tudy  showed  a  pos i t i ve  co r re la t ion  be twe en 

ownersh ip  and  pe r fo rmance  a t  va r ious  pe rcen tages.  The  

pe rcen tages  o f  compan ies  s tud ied  in  th i s  resea rch  were  v e ry  

low a t  1 .4% to  3% o f  t o ta l  sha res .  I t  i s  the re fo re  d i f f i cu l t  to  do  

any  s tudy  re la ted  to  the  pe rcen tages  o f  sha re  ownersh ip  w i th  

the  cu r ren t  s i tua t ion  in  the  South  A f r i can  m in ing  indus t ry  as  

these  percen tages  a re  ex t reme ly low and  ve ry  na r row .      
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2.4. Conclusion of Literature Review  

There  i s  s t rong  ev idence  in  the  l i te ra tu re  rev iew tha t  t here  is  

a  need  to  eva lua te  the  e f fec t  o f  ESOP’s  on  company 

pe r fo rmance in  the  South  A f r ican  con text  as  i t  a f f ec ts  no t  on ly  

company p ro f i t ab i l i t y ,  pe r fo rmance and  sha reho lde r  va lue  

c rea t ion ,  bu t  a lso  employee  re ten t ion  and  may improve  

indus t r ia l  re la t ions .  The  l i te ra tu re  assessed  ind ica tes  tha t  

many s tud ies  have  found  a  pos i t i ve  co r re la t ion  be tween 

company p ro f i tab i l i t y  and  the  use  o f  ESOP’s .  The  scope  o f  th is  

s tudy  does  no t  cove r  o the r  a reas  o f  ESOP’s  such  as  corpora te  

gove rnance .  The  a reas  o f  s tudy  re la ted  to  ESOP’s  a re  

eno rmous.  The  s tudy  can  the re fo re  no t  do  jus t i ce  to  a l l  the  

ava i lab le  l i te ra tu re  re la ted  to  th is  sub jec t ;  Goog le  Scho la r  

i nd ica tes  ove r  twen ty s i x  thousan d a r t i c les  about  ESOP ’s .     

2.5. Formulation of Hypothesis   

Th is  research  subsc r ibe d  to  the  concept  tha t  i nc reased 

emp loyee  sha re  ownersh ip  w i l l ,  on  average ,  y ie ld  improved 

company pe r fo rmance  and /o r  be t te r  p roduct i v i t y  by  emp loyees 

who  a re  incen t iv i sed  wi th  ES OP’s .  E igh t  o f  the  th i r t y  

compan ies  inves t iga ted  have  ESOP’s  in  p lace  wh i le  the  o the r  

twen ty two  do  no t .   

Those  compan ies  who have  ESOP’s  in  p lace  may suppress  

‘ se l f -en r ichment ’  by  emp loyees  wh ich  w i l l  resu l t  in  reduced 

agency  cos ts  so  tha t  emp loyees  p r io r i t i se  sha reho lde r  va lue  

(Hansen & H i l l ,  1991 ) .   

The  resea rch  inves t iga te d  the  e f fec t  o f  %ESOP upon  va r ious  

f inanc ia l  i nd ica to rs  o f  compan ies  invo lved .  

W hen p rocess ing  f inanc ia l  da ta  over  a  pe r iod  o f  t ime,  

cons ide ra t ion  mus t  be  g iven  to  the  e f fec t  o f  t ime  upon  these  
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i nd ica to rs .  To  m in im ise  (o r  e l im ina te )  the  e f fec t  o f  t ime,  the  

annua l  pe rcen tage  (%)  change  in  the  ind ica to rs  ha s  been  

ca lcu la ted  by  de te rmin ing  the  % d i f f e rence  wi th  respect  to  the  

p rev ious  yea r .  

In  th i s  resea rch  the  %ESOP ove r  seve ra l  yea rs  has  remained  

cons tan t ,  whe the r  the  o rgan iza t ions  invo lved  app l ied  ESOP o r  

no t .  Consequent l y ,  the re  is  no  annua l  %change  in  ESOP.   The  

%ESOP change  cou ld  the re fo re  no t  be  used  as  a  p red ic to r  o f  

the  %change  in  the  ind ica to rs .  

Ins tead  the  occu r rence  o f  an  ESOP in  o rgan iza t ions  was  used .  

Tha t  i s  to  say ,  a  s ing le  nomina l  va r iab le  was a l loca ted  to  an  

o rgan iza t ion  t o  ind ica te  whe the r  ESOP was  imp lemented  o r  

no t .  

The  ex is tence / lack  o f  an  ESOP is  thus  the  p red ic to r  in  

es tab l ish ing whe the r  an  ESOP in f luenced f inanc ia l  ind ica to rs .  

The  mean %change  in  f i nanc ia l  ind ica to rs  ove r  the  yea rs  2008 

to  2012 was thus  the  dependent  va r iab le .  

Sha reho lder  wea l th  i s  de f ined  as  the  cumu la t i ve  ave rage  

annua l  re tu rns  (CAAR)  o f  the  same sha re  p r ice .  Share  op t ions  

concen t ra t ion  leve ls  is  the  ra t io  o f  the  va lue  o f  the  number  o f  

sha re  op t ions  ou ts tand ing  to  the  va lue  o f  i ssued  sha re  cap i ta l  

(Agrawa l  &  Mande lker ,  1987 ) .  On  th is  bas is ,  the  fo l l owing 

hypo thes is  was  tes ted  in  th is  research :  

2.5 .1   Nul l  Hypothesis  (H0 )  

F i rms  wi th  an  ESOP in  p lace  wi l l  pe r fo rm  on  ave rage  the  same 

as  f i rms  wi thou t  any  ESOP wi th in  the  m in i ng  indus t ry  f o r  JSE 

l i s ted  compan ies .  
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2.5 .2   Al te rna t ive  Hypothes is  (H 1)  

F i rms  wi th  an  ESOP in  p lace  wi l l  have  a  pos i t i ve  impact  on  

p ro f i t  o r  pe r fo rmance  compared  to  f i rms  wi thou t  an  ESOP fo r  

f i rms l i s ted  on  the  JSE wi th in  the  m in ing indus t ry .   

The re fo re  fo r  p ro f i tab i l i t y :  

H0 :  ESOP’s  w i l l  have  no  impact  on  CAA R.  

H1:  Compan ies  w i th  a n  ESOP’s  w i l l  have  a  h ighe r  cumu la t i ve  

ave rage  annua l  sha re  p r i ce  re tu rns .  

H0 :  ESOP’s  w i l l  have  no  impact  on  HEPS  

H1:  Compan ies  w i th  a n  ESOP wi l l  have  a  h igher  HEPS 

Fu r the rmore  we wi l l  a l so  tes t  f o r  p roduct i v i t y :  

H0 :  ESOP’s  w i l l  have  no  impact  on  ROA  

H1:  Compan ies  w i th  a n  ESOP wi l l  have  a  h igher  l eve l  o f  ROA 

H0:  ESOP’s  w i l l  have  no  impact  on  Debt  t o  Equ i t y  Ra t io  

(Gear ing)  

H1 :  Compan ies  w i th  a n  ESOP wi l l  have  a  be t te r  leve l  o f  Debt  

to  Equ i t y  Rat io  (Gear ing)  

H0 :  ESOP’s  w i l l  have  no  impact  on  P ro f i t  /  Loss  pe r  emp loyee    

H1 :  Compan ies  w i th  a n  ESOP wi l l  have  a  h ighe r  leve l  o f  Pro f i t  

pe r  emp loyee  o r  a  lower  leve l  o f  loss  pe r  emp loyee  
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2. CHAPTER 3:   RESEARCH METHODOLOGY 

Th is  chap te r  p rov ides  a  d i scuss ion  o f  the  resea rch  

methodo logy  tha t  was  used  to  inves t iga te  the  impact  o f  

ESOP’s  on  company pe r fo rmance fo r  JSE l i s ted  compan ies  

w i th in  the  m in ing  sec to r  o f  Sou th  A f r i ca .  

3.1 Research methodology /paradigm 

The  resea rch  methodo logy  fo r  th i s  s tudy  fa l l s  w i th in  

quan t i ta t i ve  resea rch  as  de f ined  by  Nev i l le  (2005)  and  Leedy 

and  Ormrod  (2001 )  w i th  the  app roach  be ing   pos i t i v i s t ic  

(Leedy &  Ormrod ,  2001 ;  Nev i l le ,  2005 ) .  Th is  app roach  is  

app rop r ia te ,  acco rd ing  to  Nev i l le  (2005 ) ,  as  i t  a l lows  fo r  

tes t ing  l inks  and  re la t io nsh ips  as  we l l  as  a l lowing  fo r  

sys temat ic  s ta t is t i ca l  p rocess .   

F rom the  l i te ra tu re  i t  became ev iden t  t ha t  th is  method  was 

used  by  severa l  au thors  inc lud ing ,  bu t  no t  l im i ted  to :  Agrawa l  

and  Mande lke r  (1987 ) ;  DeFusco ,  Zo rn ,  and  Johnson  (1991 ) ;  

Co re  and  Guay (1999 ) ;  Ga rvey  and  Mi lbourn  (2000) ;  B rune l lo  

e t  a l .  (2001 ) ;  Chhaochha r ia  and  Gr ins te in  (2007 ) ;  Du f fhues  

and  Kab i r  (2008 ) .  
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3.2 Research Design 

Corre la t ion  and  regress ion  ana lys is  was  used  in  con junc t ion  

w i th  hypo thes is  tes t ing.  The  resu l t s  we re  f i rs t  ad jus ted  to  

a l low fo r  the  t ime fac to r  o f  the  da ta  ( i .e .  each  da ta  po in t  was  

taken  f rom aud i ted  annua l  f inanc ia l  resu l t s  wh ich  ha d  to  be  

ad jus ted  in to  a  pe rcen tage  fo r  the  regress ion  tes ts  to  be  

accep tab le ) .  Agrawa l  and  Mande lke r  (1987 )  used  hypo thes is  

tes t ing  wh ich  p rov ides  the  ab i l i t y  to  tes t  f o r  s ta t is t i ca l  

s ign i f i cance .  In  o rde r  to  ob ta in  accep tab le  tes t  resu l ts  f o r  

hypo thes is  t es t ing ,  d i f f e ren t  measu res  were  used .  Regress ion  

mode ls  p rov ide  a  s ta t i s t i ca l  f ramework  in  wh ich  assumpt ions  

w i l l  be  sa t i s f ied ,  i n fe rences  wi l l  be  made  and  va l id i t y  can  be  

inc reased (A iken  &  W est ,  1991 ) .   

Acco rd ing  to  A iken  and  W est  (1991 ) ,  the  s ta t i s t i ca l  method  

a lso  p rov ides  seve ra l  tes ts  to  con f i rm  s ta t is t i ca l  s ign i f i cance  

and  con f idence  leve ls .  Ze l lner  (1962 )  and  A lb r igh t  (2006)  

asse r t  tha t  th is  t ype  o f  resea rch  des ign  w i l l  p rov ide  su f f i c ien t  

resu l ts  to  comp i le  sum mary  s ta t is t i cs  tha t  w i l l  a l low indus t ry  

ana lys is  wh ich  w i l l  f ac i l i ta te  a  p rocess  o f  mak ing  in fe rences .   

Th is  resea rch  used  the  same measu rement  as  Sp iess  and  

Af f leck -Graves  (1995 ) ,  who  measure  sha re  p r ice  per fo rmance 

as  a  cumu la t i ve  ave rage  o f  re tu rns  ove r  a  f i ve  yea r  pe r iod .  

Regress ion  ana lys i s  was  used  to  tes t  f o r  co r re la t ions  an d  

desc r ip t i ve  s ta t is t i cs  we re  used  to  exp la in  f ind ings  (Sp iess  &  

A f f leck -Graves ,  1995 ) .   
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The  method  used  to  exp lo re  the  p rob lem was  a  tes t  f o r  

co r re la t ion  be tween  va r iab les  and  the  sha re  op t ion  ra t io .  

Re la t ionsh ips  we re  tes ted  th rough  regress ion  ana lys is  in  o rder  

to  tes t  t he  hypo thes is  as  fo l lows :  

Cumula t i ve  annua l  ave rage  re tu rns  (CAAR)  w i l l  be  ca lcu la ted  

as :  (Sha re  p r i ce  2012 /  Sha re  p r i ce  2008 ) .  

Re tu rn  on  Asse ts  (ROA)  w i l l  be  ca lcu la ted  as :  Ne t  P ro f i t  a f te r  

tax /To ta l  Asse ts  

P ro f i t  o r  loss  pe r  emp loyee  is  ca lcu la ted  as :  Number  o f  

emp loyees/  To ta l  P ro f i t  o r  Loss    

Debt  to  equ i t y  i s  ca lcu la te d  as :  To ta l  Debt /  To ta l  Equ i t y  

Head l ine  Ea rn ings  pe r  Sha re  (HEPS)  is  ca lcu la ted  as :   

Head l ine  ea rn ings  d iv ided  by  the  we igh ted  ave rage  number  o f  

sha res  in  i ssue .   

3.3 Population and sample 

3.3.1 Population 

The to ta l  popu la t ion  inc lude d  th i r t y  m in ing  compan ies  

cur ren t l y  l i s ted  on  the  ma in  boa rd  o f  the  JSE.  On ly  compan ies  

tha t  have  adopted  the  In te rna t iona l  F inanc ia l  repo r t ing 

S tanda rds  w i th  de ta i led  compensat ion  da ta  fo r  a t  leas t  f i ve  

yea rs  we re  par t  o f  the  popu la t ion .  
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3.3.2 Sample and sampling method 

A substan t ia l  numbe r  o f  JSE l i s ted  m in ing  compan ies  were  

inc luded in  the  ana lys is :  See  Tab le  1 ,  be low 

Table 1: Population of ESOP Research 

Number Name Full Name Code Sector 

     1  KUMBAIO   KUMBA IRON ORE LTD   KIO 1757 

2  HULAMIN   HULAMIN LIMITED   HLM 1757 

3  EHSV   EVRAZ HIGHVELD STEEL & VAN   EHS 1757 

4  RBPLAT   ROYAL BAFOKENG PLATINUM LTD   RBP 1779 

5  EASTPLATS   EASTERN PLATINUM LIMITED   EPS 1779 

6  ATLATSA   ATLATSA RESOURCES CORP   ATL  1779 

7  IMPLATS   IMPALA PLATINUM HOLDINGS LIMITED   IMP 1779 

8  JUBILEE   JUBILEE PLATINUM PLC   JBL  1779 

9  LONMIN   LONMIN PLC   LON 1779 

10  NORTHAM   NORTHAM PLATINUM LIMITED   NHM 1779 

11  ANGLOPLAT   ANGLO AMERICAN PLATINUM CORPORATION LIMITED   AMS  1779 

12  ANGGOLD   ANGLOGOLD ASHANTI LIMITED   ANG 1777 

13  GFIELDS   GOLD FIELDS LIMITED   GFI 1777 

14  FIUUNIT   FIRST URANIUM CORP   FUU 1755 

15  PALAMIN   PALABORA MINING COMPANY LIMITED   PAM 1755 

16  INSIMBI   INSIMBI REF&ALLOY SUP LD   ISB 1755 

17  METMAR   METMAR LTD   MML 1755 

18  ASSORE   ASSORE LTD   ASR  1775 

19  BAUBA   BAUBA PLATINUM LTD   BAU 1775 

20  GOLIATH   GOLIATH GOLD MINING LTD   GGM 1775 

21  COAL   COAL OF AFRICA LTD   CZA 1775 

22  MERAFE   MERAFE RESOURCES LTD   MRF 1775 

23  SENTULA   SENTULA MINING LTD   SNU 1775 

24  MIRANDA   MIRANDA MINERAL HLDGS LD   MMH 1775 

25  PETMIN   PETMIN LTD   PET 1775 

26  WESCOAL   WESCOAL HOLDINGS LTD   WSL 1771 

27  SACMH   SOUTH AFRICAN COAL MIN   SAH  1771 

28  DELRAND   DELRAND RESOURCES LTD   DRN 1773 

29  ROCKWELL   ROCKWELL DIAMONDS INCOR   RDI  1773 

30  DIAMONDCP   DIAMONDCORP PLC   DMC 1773 
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3.4 Procedure for data collection 

A quant i ta t i ve  s ta t i s t i ca l  method  was  used  as  the  ins t rument  

o f  the  resea rch .   The  sou rces  o f  da ta  used  fo r  the  resea rch  

were  f rom the  JSE and  McGre gor  BFA.  The  JSE was  used  

p r imar i l y  f o r  h i s to r i ca l  A l l  Share  Index  (ALS I )  re tu rns ,  a lphas ,  

be tas ,  d i v idend  y ie lds ,  h is to r i ca l  share  p r ices  and  marke t  

cap i ta l i sa t ion .   

3.5 Data analysis and interpretation 

The  hypo thes is  fo rmu la ted  in  Chapte r  2  was  tes ted  us ing  the  

methodo logy  desc r ibed  in  3 .1  above  and  s ta t i s t i ca l  ana lys is  

too l s  wh ich  a l l ows  hypo thes is  tes t ing,  c la r i f y ing  o f  

re la t ionsh ips  be tween  va r iab les ,  i den t i f y ing  t rends  and  

accu ra te  p red ic t ions .  The  resea rch  us ed  the  l inea r  mode l  

wh ich  o f fe rs  a  var ie t y  o f  regress ion  and  advanced  s ta t is t i ca l  

p rocedu res  wh ich  i s  des igned  to  f i t  t he  cha rac te r i s t ics  o f  da ta  

desc r ib ing complex  re la t ionsh ips  ( IBM,  2013 ) .  

1.7 .1  Var iable  Descr ipt ions  

a .  ESOP ra t io  

The  ESOP ra t io  va r iab le  i s  the  pe rcen tage  o f  sha res  owned  by 

the  ESOP fund  o f  the  to ta l  number  o f  sha res  i ssued.  The  

ESOP ra t io  was  emp loyed  to  d is t ingu ish  the  ESOP share  

concen t ra t ion  leve ls  f o r  d i f f e ren t  compan ies  tha t  use  ESOP’s .  

Fo r  example ,  Kumba  I ron  Ore  L im i ted  (Env is ion )  sha re  

ownersh ip  scheme has  a  concent ra t ion  leve l  o f  3% o f  the  to ta l  

sha res  i ssued (Rees,  2011 ) .       

 

b .  %  Change  in  Cumula t ive  Annual  Average 
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Returns  (CAAR) 

The cumu la t i ve  ave rage  annua l  re tu rns  ove r  f i ve  yea rs  f rom 

h is to r i ca l  sha re  p r i ce  da ta  was  cons t ruc ted  us ing  th is  

va r iab le .  

c .  % Change  of  increase  in  Assets  

The  pe rcen tage  increase  in  asse ts  was  a lso  ca lcu la ted  over  

f i ve  years  o f  h is to r i ca l  da ta  (Sp iess  &  A f f leck -Graves ,  1995 ) .  

d. % Change  of  increase  in  Equity 

The percen tage  increase  in  equ i t y  was  a lso  ca lcu la ted  ove r  

f i ve  years  o f  h is to r i ca l  da ta  (Sp iess  &  A f f leck -Graves ,  1995 ) .  

e. Profit or Loss per employee 

The  p ro f i t  o r  loss  pe r  emp loyee  was  a lso  ca lcu la ted  ove r  f i ve  

yea rs  o f  h is to r i ca l  da ta .  

f. Headline Earnings per Share 

The  head l ine  ea rn ings  per  sha re  was  a lso  ca lcu la ted  over  f i ve  

yea rs  o f  h is to r i ca l  da ta .  
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3.6 Limitations of the study 

Alb r igh t  (2006 )  po in t s  ou t  t ha t  co r re la t ion  ana lys i s  on ly  

app l ies  to  l inea r  re la t ionsh ips  and  the  s tudy  there fo re  guard ed  

aga ins t  mak ing swi f t  conc lus ions  abou t  such  resu l t s .  

3.7 Validity and reliability 

Leedy and  Ormrod  (2001 )  have  shown tha t  i t  i s  o f  upmost  

impor tance  to  have  a  va l id  s tudy as  i t  shows  whether  the  

s tudy  has  measured  wha t  i t  i s  supposed to  measure .   

3.7.1 External validity 

The  s tudy  can  be  app l ied  to  va r ious  rea lms  o f  management  

behav iou r  and  o the r  f o rms  o f  incen t i ves ,  as  was  the  case  fo r  

Heaton  (2002 )  and  Bo l ton ,  Sche inkman,  and  X iong  (2006 ) .  

3.7.2 Internal validity 

As th is  is  no t  an  expe r imen ta l  des ign ,  in te rna l  va l id i t y  was  no t  

o f  ma jo r  conce rn ,  as  suggested  by Leedy and  Ormrod  (2001) .  

3.7.3 Reliability 

Research  des ign  and  methods  wh ich  have  been  con f i rmed 

th rough d i f f e ren t  s ta t is t i ca l  p rocedu res  in  s tud ies  by  Agrawa l  

and  Mande lke r  (1987 ) ,  DeFusco  e t  a l .  (1990 )  andCore  and  

Guay (1999 )  were  used .  These  methods  have  a l ready  been 

tes ted  fo r  the  re l iab i l i t y  o f  the i r  conc lus ions .   
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3. CHAPTER 4:   PRESENTATION AND DISCUSSION OF 

THE RESULTS 

4.1 Introduction 

Th is  chap te r  p resen t s  the  ac tua l  resu l ts  o f  t he  %ESOP 

changes fo r  compan ies  who  e i ther  have  ESOP’s  o r  do  no t  

have  an  ESOP in  p lace ,  compared  to  the  va r ious  f inanc ia l  

i nd ica to rs .  Each  sec t ion  i s  d iscussed ,  based  on  the  f ind ings  

and  re levance  o f  the  da ta .  

3.2 Results of ESOP upon the mean %change in CAAR 

F igure  1  is  a  d iagrammat i ca l  rep resen ta t ion  o f  the  

s ta t is t i ca l  resu l ts  f o r  ESOP’ s  compared  to  CAA R:  

 

 

Figure 1 ESOP vs % Change CAAR 
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Compan ies  w i th  ESOP’s  w i l l ,  acco rd ing  to  the  s ta t is t i ca l  

ana lys is  d iagram,  p roduce  more  pos i t i ve  Cumula t i ve  Ave rage  

Annua l  Re tu rns  (CAA R)  than  compan ies  who  do  no t  have  an  

ESOP in  p lace .  The  ma in  p rob lem o f  th is  resea rch  is  answered  

by  th is  s ta t i s t i ca l  d iagram.  The  nu l l  hypo thes is  has  thus  been 

d isp roved .  

 

Table 2 - Results ESOP vs % Change CAAR 

 

ESOP N 

CAAR 

mean 

%Change 

Std 

Dev 

ANOVA 

F1,29 

p-

value 

Welch 

F1,29 

p-

value 

χ2
-value 

DF=1 

p-value 

No 22 -0.142 0.2457 

8.8801 0.0059 5.1266 0.0514 7.6562 0.0057 

Yes 8 0.241 0.4556 

 

Tab le  2  shows  the  s tandard  dev ia t ion  tes t  f o r  s t ru c tu re  and  

ANOVA tes t  f o r  s ign i f i cance .  

Levene ’s  tes t  f o r  homogene i t y  o f  va r iance  has  p -

va lue=0.2637 .  Equa l  va r iances  a re  the re fo re  accep ted .  Th is  

i n fe ren t ia l  s ta t i s t i c  i s  used  to  assess  the  equa l i t y  o f  va r iances  

fo r  a  var iab le  ca lcu la ted  fo r  the  g roup  wi th  an  ESOP and  those  

wi thou t .  Thus  i t  i s  conc luded  tha t  the re  i s  a  d i f f e rence  

be tween the  va r iances  in  the  popu la t ion .  

 

S ince  the  p -va lues  o f  the  ANOVA tes t  and  the  W i lcoxon  
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Signed  Rank tes t  a re  <  0 .05 ;  the  nu l l  hypo thes is  is  re jec ted .  

The  mean %change  in  CA AR fo r  o rgan iza t ions  tha t  imp lement  

ESOP is  s ign i f i can t l y  h igher  (0 .241)  than  o rgan iza t ions  tha t  do  

no t  imp lemen t  ESOP.  

4.3 Results of ESOP upon the mean %change in ROA 

F igure  2  d i sp lays  a  d iagrammat ica l  rep resen ta t ion  o f  the  

s ta t is t i ca l  resu l ts  f o r  ESOP’s  compared  to  ROA:  

 

 

Figure 2 ROA vs % Change ESOP 

 

The  d i f f e rence  be tween  compan ies  tha t  have  an  ESOP and 

those  tha t  do  no t  when  compared  to  ROA i s  no t  s ta t i s t i ca l l y  

s ign i f i can t  based  on  the  f ind ings  o f  f i gu re  2 .  
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Table 3 - ESOP vs % Change ROA 

ESOP N 
ROA 
mean 

%Change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 -0.493 2.1324 
0.7885 0.3821 1.7395 0.1979 0.2199 0.6391 

Yes 8 0.196 0.7331 

Tab le  3  shows  the  s tandard  dev ia t ion  tes t  f o r  s t ruc tu re  and  

ANOVA tes t  f o r  s ign i f i cance .  

Levene ’s  tes ts  o f  homogene i t y  o f  va r iances=0.0929.  There  is  

no  d i f f e rence  in  the  va r iances  be tween  the  2  g roups.  

The re  i s  no  s ign i f i can t  d i f f e rence  in  the  mean %changes  in  

ROA be tween  the  g roups  o f  o rgan iza t ions  tha t  imp lement  

ESOP and those  who do  no t  imp lement  ESOP .   

4.4 Results of ESOP upon the mean %change in Net Profit 

The  fo l lowing f i gu re  d isp lays  a  d iagrammat ica l  

rep resen ta t ion  o f  the  s ta t i s t i ca l  resu l ts  f o r  ESOP’s  

compared  to  Net  P ro f i t :  
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Figure 3 - ESOP vs % Change in Net Profit 

The  d i f f e rence  be tween  compan ies  tha t  have  an  ESOP and 

those  tha t  do  no t  when  compared  to  % change  in  ne t  p ro f i t  i s  

no t  s ta t is t i ca l l y  s ign i f i can t  based  on  the  f ind ings  o f  f i gu re  3 .  

 

ESOP N 
Net profit 

mean 
%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22  -0.123 2.0517 
0.4782 0.4949 0.8911 0.3540 0.4949 0.4818 

Yes 8 0.402 0.9768 

Table 4 - ESOP vs % Change Net Profit 

 

Tab le  4  shows  the  s tandard  dev ia t ion  tes t  f o r  s t ruc tu re  and  

ANOVA tes t  f o r  s ign i f i cance .  

Levene ’s  tes ts  o f  homogene i t y  o f  va r iances=0.2669.  There  is  

no  d i f f e rence  in  the  va r iances  be tween  the  2  g roups.  

The re  i s  no  s ign i f i can t  d i f f e rence  in  the  mean %changes  in  

Net  Pro f i t  be tween  the  g roups  o f  o rgan iza t ions  tha t  imp lement  

ESOP and those  who do  no t  imp lement  ESOP.  

 

4.5 Results of ESOP upon the mean %change in Total Assets 

F igure  4  d i sp lays  a  d iagrammat ica l  rep resen ta t ion  o f  the  

s ta t is t i ca l  resu l ts  f o r  ESOP’s  compared  to  To ta l  Asse ts :  
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Figure 4 - ESOP vs % change in Total Assets 

 

ESOP N 

Tot 
Assets 
mean 

%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 0.082 0.1999 
2.7290 0.1097 0.9350 0.3657 0.0022 0.9626 

Yes 8 1.647 4.5750 

Table 5 - ESOP vs % change in Total Assets 

 

Tab le  5  shows  the  s tandard  dev ia t ion  tes t  f o r  s t ruc tu re  and  

ANOVA tes t  f o r  s ign i f i cance .  

Levene ’s  tes ts  o f  homogene i t y  o f  va r iances=0.0007.  There  is  

a  d i f f e rence  in  the  va r iances  be tween  the  2  g roups.  

The re  i s  no  s ign i f i can t  d i f f e rence  in  the  mean %changes  in  

To ta l  Asse ts  be tween  the  g roups  o f  o rgan iza t ions  tha t  

imp lement  ESOP and  those  who do  no t  imp lement  ESOP.  
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4.6  Results of ESOP upon the mean %change in Debt 

F igure  5  d i sp lays  a  d iagrammat ica l  rep resen ta t ion  o f  the  

s ta t is t i ca l  resu l ts  f o r  ESOP’s  compared  to  To ta l  Debt :  

 

Figure 5 - ESOP upon the mean %change in Debt 

 

ESOP N 
Debt 
mean 

%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 0.658 1.5923 
0.4833 0.4927 0.2565 0.6259 0.4311 0.5115 

Yes 8 1.278 3.3290 

Table 6 - ESOP upon the mean %change in Debt 

Tab le  6  shows  the  s tandard  dev ia t ion  tes t  f o r  s t ruc tu re  and  

ANOVA tes t  f o r  s ign i f i cance .  

Levene ’s  tes ts  o f  homogene i t y  o f  va r iances=0.1129.  There  i s  

no  d i f f e rence  in  the  va r iances  be tween  the  2  g roups.  

The re  i s  no  s ign i f i can t  d i f f e rence  in  the  mean %changes  in  

Debt  be tween  the  g roups  o f  o rgan iza t ions  tha t  imp lement  

ESOP and those  who do  no t  imp lement  ESOP.  
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4.7 Results of ESOP upon the mean %change in Equity 

F igure  6  d isp lays  a  d iagrammat ica l  rep resen ta t ion  o f  the  

s ta t is t i ca l  resu l ts  f o r  ESOP’s  compared  to  To ta l  Debt :  

 

Figure 6 - ESOP vs %change in Equity 

ESOP N 
Debt 
mean 

%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 1.976 7.992 
2.5056 0.2115 1.7916 0.2115 0.2199 0.6391 

Yes 8 -3.885 11.410 

Table 7 - ESOP vs %change in Equity 

Tab le  7  shows  the  s tandard  dev ia t ion  tes t  f o r  s t ruc tu re  and  

ANOVA tes t  f o r  s ign i f i can ce .  

Levene ’s  tes ts  o f  homogene i t y  o f  va r iances=0.2553.  There  is  

no  d i f f e rence  in  the  va r iances  be tween  the  2  g roups.  

The re  i s  no  s ign i f i can t  d i f f e rence  in  the  mean %changes  in  

Equ i t y  be tween  the  g roups  o f  o rgan iza t ions  tha t  imp lement  

ESOP and those  who do  no t  imp lement  ESOP.  
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4.8 Test of correlation between variables 

The  Pearson  cor re la t ion  coe f f i c ien t  i s  a  measure  o f  the  

s t rength  o f  the  l i nea r  re la t ionsh ip  be tween  2  con t inuous 

va r iab les .  The  coe f f ic ien t  va lue  var ies  f rom -1  to  +1 ,  whe re  -1  

and  +1  a re  pe r fec t  nega t i ve  and  pe r fec t  pos i t i ve  l inea r  

re la t ionsh ips .  A  va lue  o f  0  ind ica tes  a  to ta l  lack  o f  any  l inear  

re la t ionsh ip .  The fo l lowing  p rov ides  a  rough  gu ide l ine  in  

i n te rp re t ing  the  co r re la t ion  coe f f ic ien t :  

± 1 . 0  P e r f e c t  c o r r e l a t i o n  

± 0 . 8  S t r o n g  c o r r e l a t i o n  

± 0 . 5  M e d i u m  c o r r e l a t i o n  

± 0 . 2  W e a k  c o r r e l a t i o n  a n d  

± 0 . 0  N o  c o r r e l a t i o n  

 

The  fo l lowing  tab le  p resen ts  b i va r ia te  co r re la t ion  va lues  

be tween the  mean va lues  fo r  t he  per iod  2008 to  2012  

Indicato
r 

ESOP 
% 

CAAR Share 
Price 
@ FYE 

Net 
Prof 

Tot 
Ass 

ROA HEPS DEBT Equity 

ESOP 
% 

1 0.411
5 

0.4108 0.512
6 

0.546
6 

0.322
6 

0.122
4 

0.510
7 

0.640
5 

CAAR 0.411
5 

1 0.1120 0.149
2 

0.113
0 

0.245
5 

0.096
0 

0.110
5 

0.183
3 

Share 
Price 
@ F YE 

0.410
8 

0.112
0 

1 0.532
5 

0.618
8 

0.393
8 

0.111
4 

0.657
3 

0.640
2 

Net 
Prof 

0.512
6 

0.149
2 

0.5325 1 0.764
0 

0.281
0 

0.098
3 

0.438
7 

0.804
6 

Tot Ass 0.546
6 

0.113
0 

0.6188 0.764
0 

1 0.266
6 

0.101
8 

0.897
6 

0.974
4 

ROA 0.322
6 

0.245
5 

0.3938 0.281
0 

0.266
6 

1 -
0.051
9 

0.255
0 

0.326
3 

HEPS 0.122
4 

0.096
0 

0.1114 0.098
3 

0.101
8 

-
0.051
9 

1 0.088
0 

0.113
5 

DEBT 0.510
7 

0.110
5 

0.6573 0.438
7 

0.897
6 

0.255
0 

0.088
0 

1 0.863
8 

Equity 0.640
5 

0.183
3 

0.6402 0.804
6 

0.974
4 

0.326
3 

0.113
5 

0.863
8 

1 

Table 8 - The coefficients between pairs of continuous 
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variables 

I t  may be  no ted  tha t  the  %ESOP is  pos i t i ve l y  co r re la ted  w i th  

CAAR (0 .4115 ) ,  Sha re  Pr i ce  fo r  YE (0 .4105 ) ,  Ne t  Pro f i t  

(0 .5126) ,  To ta l  Asse ts  (0 .5466 ) ,  ROA (0 .3266 ) ,  HEPS 

(0 .1224) ,  Debt  (0 .5107 ) ,  Equ i t y  (0 .6405 ) .  

The  b iva r ia te  co r re la t ions  be tween  the  %ESOP and  the  

va r iab les  above  va ry  f rom weak  to  med ium.  

A  pos i t i ve  co r re la t ion  imp l ies  tha t  an  inc rease  in  one  va r iab le  

( i n  th i s  case  the  %ESOP)  i s  assoc ia ted  w i th  an  inc rease  in  the  

accompany ing  var iab le .  The  fo l lowing  sec t ion  w i l l  e labo ra te  on  

th i s  f u r ther .  

There for  for  Prof i tabi l i t y  

g. Hypothesis 1 

H0:  ESOP’s  w i l l  have  no  impact  on  CAA R.  

H1:  Compan ies  w i th  a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  

h ighe r  leve l  o f  cumu la t i ve  ave rage  annua l  sha re  p r i ce  re tu rns .  

To  tes t  the  hypo thes is ,  co r re la t ion  ana lys is  was  conducted .  

The  ana lys is  was conducted  a t  5% s ign i f i cance  leve l  f o r  each  

o f  the  yea rs  under  s tudy .   

Re jec t ion  c r i te r ion :  The  nu l l  hypo thes is  is  re jec ted  i f  the  p -

va lue  is  less  than  0 .05  ( the  s ign i f i cance  leve l ) .   Th is  i s  a  one -

ta i led  tes t  s ince  the  tes t  i s  to  con f i rm  i f  a  company has  a  h igh  

leve l  o f  the  ESOP’s  ra t io  then  they  w i l l  have  a  h ighe r  leve l  o f  

cumula t i ve  ave rage  annua l  sha re  p r i ce  re tu rns .  The  resu l t s  

a re  shown be low.  
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Table 9 Correlation for Hypothesis 1 

C o r r e l a t i o n s  

 C A A R  0 9  C A A R  1 0  C A A R  1 1  C A A R  1 2  

E S O P  P e a r s o n  C o r r e l a t i o n  . 5 1 1  . 3 4 0  . 3 7 8  . 3 9 2  

S i g .  ( 1 - t a i l e d )  . 0 0 2  . 0 3 3  . 0 2 0  . 0 1 6  

N  3 0  3 0  3 0  3 0  

 

The  resu l t s  show tha t  the re  i s  a  pos i t i ve  cor re la t ion  be tween 

the  ESOP’s  ra t io  and  the  leve l  o f  cumu la t i ve  ave rage  annua l  

sha re  p r i ce  re tu rns .  Th is  i s  because  the  p -va lues  fo r  a l l  the  

yea rs  we re  less  than  0 .05 .  Thus ,  the  nu l l  hypo thes is  is  

re jec ted  and  i t  i s  conc luded  tha t  compan ies  w i th  a  h ighe r  leve l  

o f  ESOP’s  ra t io  w i l l  have  a  h igher  leve l  o f  cumu la t i ve  average  

annua l  sha re  p r i ce  re tu rns .   

 

h. Hypothesis 2 

 

H0 :  ESOP’s  w i l l  have  no  impact  on  HEPS  

H1:  Compan ie s  w i th  a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  

h ighe r  leve l  o f  HEPS  
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To  tes t  the  hypo thes is ,  co r re la t ion  ana lys i s  was  a lso  

conduc ted .  The  ana lys is  was  conducted  a t  5% s ign i f i cance  

leve l  f o r  each  o f  the  yea rs  unde r  s tudy .   

Re jec t ion  c r i te r ion :  The  nu l l  h ypo thes is  is  re jec ted  i f  the  p -

va lue  is  less  than  0 .05  ( the  s ign i f i cance  leve l ) .   Th is  i s  a  one -

ta i led  tes t  s ince  the  tes t  i s  to  con f i rm  tha t  i f  a  company has  a  

h ighe r  leve l  o f  ESOP’s  ra t io ,  t hey w i l l  have  a  h ighe r  leve l  o f  

HEPS.  The  resu l ts  a re  shown be lo w.  

Table 10 Correlation for Hypothesis 2 

C o r r e l a t i o n s  

 H E P S  0 8  H E P S  0 9  H E P S  1 0  H E P S  1 1  H E P S  1 2  

E S O P  P e a r s o n  

C o r r e l a t i o n  
. 1 5 9  . 1 0 5  . 1 0 8  . 1 3 5  . 3 2 6  

S i g .  ( 1 - t a i l e d )  . 2 0 0  . 2 9 0  . 2 8 4  . 2 3 9  . 0 3 9  

N  3 0  3 0  3 0  3 0  3 0  

 

A l though  the  co r re la t ion  coe f f ic ien ts  we re  a l l  pos i t i ve  fo r  the  

yea rs  2008  up  to  2012,  the  on ly  s ign i f i can t  co r re la t ion  was 

recorded  fo r  yea r  2012.  Thus,  s ince  2012  i s  the  la tes t  yea r ,  

the  nu l l  hypo thes is  i s  re jec ted  and  i t  i s  conc luded  tha t  

compan ies  w i th  a  h ighe r  leve l  o f  ES OP’s  ra t io  w i l l  have  a  

h ighe r  l eve l  o f  HEPS compared  to  compan ies  w i th  low o r  no  

ESOP.   
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Product iv i ty Resul ts :  

i. Hypothesis 3 

H0:  ESOP’s  w i l l  have  no  impact  on  ROA  

H1:  Compan ies  w i th  a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  

h ighe r  leve l  o f  ROA  

To  tes t  the  hypo thes is ,  co r re la t ion  ana lys i s  was  a lso  

conduc ted .  The  ana lys is  was  conducted  a t  a  5% s ign i f i cance  

leve l  f o r  each  o f  the  yea rs  unde r  s tudy .   

Re jec t ion  c r i te r ion :  The  nu l l  hypo thes is  is  re jec ted  i f  the  p -

va lue  is  less  than  0 .05  ( the  s ign i f i cance  leve l ) .   Th is  i s  a  one -

ta i led  tes t  s ince  the  tes t  i s  to  con f i rm tha t  i f  a  company has  a  

h ighe r  leve l  o f  ESOP’s  ra t io ,  t hey w i l l  have  a  h ighe r  leve l  o f  

ROA.  The  resu l t s  a re  shown be low.  

 

Table 11 Correlation for Hypothesis 3 

C o r r e l a t i o n s  

 R O A  0 8  R O A  0 9  R O A  1 0  R O A  1 1  R O A  1 2  

E S O P  P e a r s o n  

C o r r e l a t i o n  
. 1 0 3  . 3 0 0  . 4 2 5  . 3 1 8  . 3 7 6  

S i g .  ( 1 - t a i l e d )  . 2 9 4  . 0 5 4  . 0 1 0  . 0 4 3  . 0 2 0  

N  3 0  3 0  3 0  3 0  3 0  
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The  resu l t s  show tha t  the re  i s  a  pos i t i ve  cor re la t ion  be tween 

ESOP’s  ra t io  and  ROA.  Th is  i s  because  the  p -va lues  fo r  a l l  

the  yea rs  excep t  2008  and  2009  were  less  than  0 .05 .  Thus,  

the  nu l l  hypo thes is  i s  re jec ted  and  i t  i s  conc luded  tha t  

compan ies  w i th  a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  

h ighe r  leve l  o f  ROA.   

i. Hypothesis 4 

H0:  ESOP’s  w i l l  have  no  impact  on  Debt /Equ i t y  (Gear ing)  

H1 :  Compan ies  w i th  a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  

h ighe r  leve l  o f  Debt  to  Equ i t y  Ra t io  (Gear ing)  

To  tes t  the  hypo thes is ,  co r re la t ion  ana lys i s  was  a lso  

conduc ted .  The  ana lys is  was  conducted  a t  a  5% s ign i f i cance  

leve l  f o r  each  o f  the  yea rs  unde r  s tudy .   

Re jec t ion  c r i te r ion :  The  nu l l  hypo thes is  is  re jec ted  i f  the  p -

va lue  is  less  than  0 .05  ( the  s ign i f i cance  leve l ) .   Th is  i s  a  one -

ta i led  tes t  s ince  the  tes t  i s  to  con f i rm tha t  i f  a  company has  a  

h ighe r  leve l  o f  ESOP’s  ra t io ,  t he y w i l l  have  a  h ighe r  leve l  o f  

Debt  to  Equ i t y  Rat io  (Gear ing) .  The  resu l ts  a re  shown be low.  

Table 12 Correlation for Hypothesis 4 

C o r r e l a t i o n s  

 D / E  0 8  D / E  0 9  D / E  1 0  D / E  1 1  D / E  1 2  

E S O P  P e a r s o n  

C o r r e l a t i o n  
- . 2 2 9  . 4 3 2  . 0 0 1  - . 2 1 4  - . 2 7 8  
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S i g .  ( 1 - t a i l e d )  . 1 1 2  . 0 0 9  . 4 9 9  . 1 2 8  . 0 6 8  

 

The  resu l t s  f o r  the  mos t  recen t  yea rs  2011  and  2012  show  a  

nega t i ve  co r re la t ion  be tween  the  gea r ing  ra t io  and  the  ESOP 

leve l .  The  co r re la t ion  i s  howeve r  no t  s ta t i s t i ca l l y  s ign i f i can t  a t  

5% s ign i f i cance  leve l  s i nce  the  p -va lues  were  g rea te r  than  

0 .05 ,  tha t  i s  0 .128  and  0 .068  respec t i ve ly .  Thus the  nu l l  

hypo thes is  i s  accep ted  and  i t  i s  conc luded  tha t  ESOP’s  w i l l  

have  no  impact  on  Deb t  to  Equ i t y  Rat io  (Gear ing)  

 

j. Hypothesis 5 

 

H0 :  ESOP’s  w i l l  have  no  impact  on  P ro f i t  /  Loss  pe r  emp loyee    

 

H1 :  Compan ies  w i th  a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  

h ighe r  leve l  o f  Pro f i t  /  Loss  pe r  emp loyee  

To  tes t  the  hypo thes is ,  co r re la t ion  ana lys i s  was  a lso  

conduc ted .  The  ana lys is  was  conducted  a t  a  5% s ign i f i cance  

leve l  f o r  each  o f  the  yea rs  unde r  s tudy .   

Re jec t ion  c r i te r ion :  The  nu l l  hypo thes is  is  re jec ted  i f  the  p -

va lue  is  less  than  0 .05  ( the  s ign i f i cance  leve l ) .   Th is  i s  a  one -

ta i led  tes t  s ince  the  tes t  i s  to  con f i rm tha t  i f  a  company has  a  

h ighe r  leve l  o f  ESOP’s  ra t io ,  t hey w i l l  have  a  h ighe r  leve l  o f  

P ro f i t  /  Loss  pe r  emp loyee .  The  resu l t s  a re  shown be low.  
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Table 13 Correlation for Hypothesis 5 

C o r r e l a t i o n s  

 P r o f i t  /  L o s s  p e r  E m p l o y e e    

 2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 1  2 0 1 2  

E S O P  P e a r s o n  

C o r r e l a t i o n  
. 1 6 7  . 2 3 4  . 3 1 2  . 5 7 3  . 4 1 7  

S i g .  ( 1 - t a i l e d )  . 2 6 1  . 1 8 3  . 1 1 1  . 0 0 8  . 0 4 8  

N  1 7  1 7  1 7  1 7  1 7  

 

The  resu l ts  f o r  the  most  recen t  yea rs  2011  and  2012  shows  a  

pos i t i ve  co r re la t ion  be tween  P ro f i t  /  Loss  pe r  employee  and  

the  ESOP leve l .  The  cor re la t ion  i s  s ta t is t i ca l l y  s ign i f i can t  a t  a  

5% s ign i f i cance  leve l  s ince  the  p -va lues  were  less  than  0 .05 ,  

wh ich  is  0 .008  and  0 .048  respec t i ve ly .  Thus the  nu l l  

hypo thes is  i s  re jec ted  and  i t  i s  conc luded tha t  compan ies  w i th  

a  h ighe r  leve l  o f  ESOP’s  ra t io  w i l l  have  a  h igher  leve l  o f  p ro f i t  

pe r  emp loyee .  
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4.9 Bivariate plots presenting a linear relationship between 

variables & regression analysis 

 

Mean % ESOP vs  Mean CAAR  Mean  % ESOP vs  Mean 

Sha re  p r i ce  fo r  YE  

 

 

 

Mean % ESOP vs Mean Net Profit  Mean % ESOP vs Tot Assets 

 

 



 
54 

Mean % ESOP vs Mean ROA    Mean % ESOP vs HEPS 

 

 

Mean % ESOP vs Mean Debt   Mean % ESOP vs Mean Equity 

 

 

k. Regression Analysis for 2012 

To  es tab l ish  whe the r  the re  was  a  causa l  re la t ionsh ip  be tween 

ESOP and  CAAR ,  regress ion  ana lys is  was  conducted  wi th  

CAAR be ing  the  dep enden t  and  ESOP as  the  independent  

va r iab le .  The  resu l t s  a re  shown be low:   
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CAAR 2012  

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .392
a
 .153 .123 1.5523080 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  show s  an  R -squa re  o f  0 .153  wh ich  

means tha t  the  regress ion  ESOP exp la ins  15 .3% va r iab i l i t y  in  

CAAR fo r  2012.  The  Ana lys is  o f  va r iance  (ANOVA)  tab le  is  

shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 12.224 1 12.224 5.073 .032
b
 

Residual 67.470 28 2.410   

Total 79.694 29    

a. Dependent Variable: CAAR_12 

b. Predictors: (Constant), ESOP 

 

ANOVA tes ts  the  hypo thes is  tha t  t he re  is  a  l inea r  re la t ionsh ip  

be tween  ESOP and  CAAR.  The  p -va lue  o f  t he  F - tes ts  was 
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0.032  wh ich  is  less  than  0 .05  (s ign i f i cance  leve l ) .  Th is  means 

tha t  the  nu l l  hypo thes is  is  re jec ted ,  and  i t  can  be  conc luded  

tha t  the re  i s  a  l inea r  re la t ionsh ip  be tween  ESOP and  CAAR 

(2012 ) .  The  ac tua l  re la t ionsh ip  i s  ind ica ted  in  the  coe f f ic ien ts  

tab le  be low;  

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .629 .326  1.929 .064 

ESOP 58.722 26.072 .392 2.252 .032 

a. Dependent Variable: CAAR_12 

 

The  resu l t s  shows  tha t  f o r  2012 ,  CAR i s  g i ven  by  the  mode l ;  

CAAR (2012 )  =  0 .629  +  58 .722  (ESOP) .  As  was  shown  on  the  

ANOVA tab le ,  the  p -va lue  fo r  t he  coe f f ic ien t  o f  ESOP was 

0 .032 ,  wh ich  is  less  than  0 .05  ( the  s ign i f i cance  leve l ) .  Th is  

imp l ies  tha t  ESOP  is  s ign i f i can t  in  de te rm in ing CAAR.  S ince  

the  coe f f ic ien t  i s  pos i t i ve ,  i t  means  tha t  compan ies  w i th  a  

h ighe r  leve l  o f  ESOP ra t io ’s  w i l l  have  a  h ighe r  l eve l  o f  

cumula t i ve  ave rage  annua l  sha re  p r i ce  re tu rns .   
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CAAR 2011  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .378
a
 .143 .113 1.2465134 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .143  wh ich  

means  tha t  f o r  2011  ESOP exp la ined  14 .3% va r iab i l i t y  i n  

CAAR.  The  Ana lys is  o f  va r iance  (ANOVA)  tab le  i s  shown 

be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 7.270 1 7.270 4.679 .039
b
 

Residual 43.506 28 1.554   

Total 50.776 29    

a. Dependent Variable: CAAR_11 

b. Predictors: (Constant), ESOP 
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ANOVA tes ts  the  hypo thes is  tha t  t he re  is  a  l inea r  re la t ionsh ip  

be tween  ESOP and  CAAR.  The  p -va lue  o f  t he  F - tes ts  was 

0 .039  wh ich  is  less  than  0 .05  (s ign i f i cance  leve l ) .  Th is  means 

tha t  the  nu l l  hypo thes is  is  re jec ted ,  and  i t  can  be  conc luded  

tha t  the re  was a  l i nea r  re la t ionsh ip  be tween  ESOP and  CAAR 

(2011 ) .  The  ac tua l  re la t ionsh ip  i s  ind ica ted  i n  the  coe f f ic ien ts  

tab le  be low;  

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .823 .262  3.140 .004 

ESOP 45.286 20.936 .378 2.163 .039 

a. Dependent Variable: CAAR_11 

The resu l ts  show tha t  f o r  2011 ,  CAR is  g i ven  by the  mode l ;   

CAAR (2011 )  =  0 .823  + 45 .286  (ESOP) .   

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was 0 .0039 ,  wh ich  is  less  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP is  s ign i f i can t  in  

de te rm in ing  CAAR.  S ince  the  coe f f i c ien t  i s  pos i t i ve ,  i t  means 

tha t  compan ies  w i th  a  h ighe r  leve l  o f  ESOP ra t io ’s  w i l l  have  a  

h ighe r  leve l  o f  cumu la t i ve  ave rage  annua l  sha re  p r i ce  re tu rns .   
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CAAR 2010  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .340
a
 .116 .084 1.8191299 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .116  wh ich  

means tha t  the  regress ion  ESOP exp la ins  11 .6% va r iab i l i t y  in  

CAAR fo r  2010.  The  Ana lys is  o f  va r iance  (ANOVA)  tab le  is  

shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 12.131 1 12.131 3.666 .066
b
 

Residual 92.659 28 3.309   

Total 104.790 29    

a. Dependent Variable: CAAR_10 

b. Predictors: (Constant), ESOP 
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The  p -va lue  o f  the  F - tes ts  was  0 .066  wh ich  i s  g rea te r  than  

0 .05  (s ign i f i cance  leve l ) .  Th is  means tha t  the  nu l l  hypo thes is  

i s  accep ted ,  and  i t  can  be  conc luded  tha t  there  was no  l inear  

re la t ionsh ip  be tween  ESOP and  CAAR (2010 ) .  The  ac tua l  

re la t ionsh ip  i s  ind ica ted  in  the  coe f f i c i en ts  tab le  be low;  

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .953 .382  2.492 .019 

ESOP 58.500 30.554 .340 1.915 .066 

a. Dependent Variable: CAAR_10 

 

The resu l ts  show tha t  f o r  2 010 ,  CAR is  g i ven  by the  mode l ;   

CAAR (2010 )  =  0 .953  + 58 .500  (ESOP) .   

 

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was  0 .066 ,  wh ich  i s  grea te r  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP is  no t  s ign i f i can t  i n  

de te rm in ing CAAR.   
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CAAR 2009  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .511
a
 .261 .235 .5449846 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .261  wh ich  

means  tha t  the  regress ion  ESO P exp la ined  26 .2% var iab i l i t y  i n  

CAAR fo r  2009.  The  Ana lys is  o f  va r iance  (ANOVA)  tab le  is  

shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 2.937 1 2.937 9.890 .004
b
 

Residual 8.316 28 .297   

Total 11.254 29    

a. Dependent Variable: CAAR_09 

b. Predictors: (Constant), ESOP 
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The  p -va lue  o f  the  F - tes ts  was  0 .004  wh ich  is  l ess  than  0 .05  

(s ign i f i cance  leve l ) .  Th is  means  tha t  the  nu l l  hypo thes is  i s  

re jec ted ,  and  i t  can  be  conc luded  tha t  the re  was a  l i near  

re la t ionsh ip  be tween  ES OP and  CAAR (2009 ) .  The  ac tua l  

re la t ionsh ip  i s  ind ica ted  in  the  coe f f i c ien ts  tab le  be low;  

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .678 .115  5.917 .000 

ESOP 28.787 9.154 .511 3.145 .004 

a. Dependent Variable: CAAR_09 

 

The resu l ts  show tha t  f o r  2012 ,  CAR is  g i ven  by the  mode l ;   

CAAR (2009 )  =  0 .6789  + 28 .787  (ESOP).   

 

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was  0 .004 ,  wh ich  is  less  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP is  s ign i f i can t  in  

de te rm in ing  CAAR.  S ince  the  coe f f i c ien t  i s  pos i t i ve ,  i t  means 

tha t  compan ies  w i th  a  h ighe r  leve l  o f  ESOP ra t io ’s  w i l l  have  a  

h ighe r  leve l  o f  cumu la t i ve  ave rage  annua l  sha re  p r i ce  re tu rns .   
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RO A 2012  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .376
a
 .142 .111 .267855 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .142  wh ich  

means tha t  the  regress ion  ESOP exp la ins  14 .2% va r iab i l i t y  in  

ROA fo r  2012 .  The  Ana lys is  o f  va r iance  (ANOVA) tab le  is  

shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression .331 1 .331 4.618 .040
b
 

Residual 2.009 28 .072   

Total 2.340 29    

a. Dependent Variable: ROA_12 

b. Predictors: (Constant), ESOP 
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ANOVA tes ts  the  hypo thes is  tha t  t he re  is  a  l inea r  re la t ionsh ip  

be tween  ESOP and  ROA.  The  p -va lue  o f  the  F - tes ts  was  0 .040  

wh ich  is  less  than  0 .05  (s ign i f i cance  leve l ) .  Th is  means  tha t  

the  nu l l  hypo thes is  i s  re jec ted ,  and  i t  can  be  c onc luded  tha t  

there  i s  a  l inea r  re la t ionsh ip  be tween  ESOP and  ROA in  2012.  

The  ac tua l  re la t ionsh ip  i s  i nd ica ted  in  the  coe f f ic ien ts  tab le  

be low;  

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) -.176 .056  -3.132 .004 

ESOP 9.668 4.499 .376 2.149 .040 

a. Dependent Variable: ROA_12 

The resu l ts  show tha t  f o r  2012 ,  ROA i s  g i ven  by  the  mode l ;   

ROA (2012 )  =  -0 .176  + 9 .668  (ESOP).   

 

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was  0 .040 ,  wh ich  is  less  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP s ign i f i can t  in  

de te rm in ing  ROA.  S ince  the  coe f f ic ien t  i s  pos i t i ve ,  i t  means 

tha t  compan ies  w i th  a  h ighe r  leve l  o f  ESOP ra t io ’s  w i l l  have  a  

h ighe r  leve l  o f  ROA.   
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Prof i t /  loss  per  Employee  2012  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .417
a
 .174 .119 125610.5421349 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .174  wh ich  

means tha t  the  regr ess ion  ESOP exp la ins  17 .4% va r iab i l i t y  in  

P ro f i t  /  Loss  pe r  emp loyee  fo r  2012.  The  Ana lys is  o f  va r iance  

(ANOVA)  tab le  is  shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 49900557426.927 1 49900557426.927 3.163 .096
b
 

Residual 236670124431.486 15 15778008295.432   

Total 286570681858.414 16    

a. Dependent Variable: P_L_per_Emp_12 

b. Predictors: (Constant), ESOP 
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ANOVA tes ts  the  hypo thes is  tha t  t he re  is  a  l inea r  re la t ionsh ip  

be tween ESOP and  p ro f i t /  loss  per  emp loyee .  The  p -va lue  o f  

the  F - tes ts  was  0 .096 ,  wh ich  is  g rea te r  than  0 .05  (s ign i f i cance  

leve l ) .  Th is  means  tha t  the  nu l l  hypo thes is  i s  accep ted ,  and  i t  

can  be  conc luded tha t  the re  is  no  l i nea r  re la t ionsh ip  be tween 

ESOP and p ro f i t /  l oss  pe r  employee  in  2012.   

Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) -71007.744 38594.779  -1.840 .086 

ESOP 4592002.787 2582114.726 .417 1.778 .096 

a. Dependent Variable: P_L_per_Emp_12 

 

The resu l t s  show tha t  f o r  20 12 ,  p ro f i t /  loss  pe r  emp loyee  is  

g i ven  by  the  mode l ;   

P ro f i t /  loss  pe r  emp loyee  (2012 )  =  -71007.744  +  4592002.787  

(ESOP).   

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was  0 .096 ,  wh ich  i s  grea te r  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP is  no t  s ign i f i can t  i n  

de te rm in ing p ro f i t /  loss  pe r  emp loyee .   
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HEPS 2012  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .326
a
 .107 .075 937.507 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .107  wh ich  

means tha t  the  regress ion  ESOP exp la ins  10 .7% va r iab i l i t y  in  

HEPS fo r  2012 .  The  Ana lys is  o f  va r iance  (ANOVA)  tab le  is  

shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 2935141.505 1 2935141.505 3.339 .078
b
 

Residual 24609750.362 28 878919.656   

Total 27544891.867 29    

a. Dependent Variable: HEPS_12 

b. Predictors: (Constant), ESOP 
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ANOVA tes ts  the  hypo thes is  tha t  t he re  is  a  l inea r  re la t ionsh ip  

be tween ESOP and  HEPS.  The  p -va lue  o f  the  F - tes ts  was 

0 .078  wh ich  i s  g rea te r  than  0 .05  (s ign i f i cance  leve l ) .  Th is  

means  tha t  the  nu l l  hypo thes is  is  accep ted ,  and  i t  can  be  

conc luded  tha t  the re  i s  no  l i nea r  re la t ionsh ip  be tween  ESOP 

and  HEPS fo r  2012.   

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) 73.860 197.049  .375 .711 

ESOP 28775.220 15746.307 .326 1.827 .078 

a. Dependent Variable: HEPS_12 

 

The resu l ts  show tha t  f o r  2012 ,  HEPS i s  g i ven  by  the  mode l ;   

HEPS (2012 )  =  73 .86 0  + 28775.220  (ESOP).   

 

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was  0 .078 ,  wh ich  i s  grea te r  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP is  no t  s ign i f i can t  i n  

HEPS.   
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Debt  Equi ty Ra t io  2012  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .278
a
 .077 .044 10.8378011 

a. Predictors: (Constant), ESOP 

 

The  mode l  summary  tab le  shows  an  R -squa re  o f  0 .077  wh ich  

means  tha t  the  regress ion  ESOP exp la ins  7 .7% var iab i l i t y  i n  

Debt  Equ i t y  ra t io  f o r  2012 .  The  Ana lys is  o f  va r iance  (ANOVA) 

tab le  i s  shown be low;  

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 275.419 1 275.419 2.345 .137
b
 

Residual 3288.822 28 117.458   

Total 3564.241 29    

a. Dependent Variable: D_E_12 

b. Predictors: (Constant), ESOP 
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ANOVA tes ts  the  hypo thes is  tha t  t he re  is  a  l inea r  re la t ionsh ip  

be tween  ESOP and  Debt  Equ i t y  ra t io .  The  p -va lue  o f  the  F -

tes ts  was  0 .137  wh ich  i s  g rea te r  than  0 .05  (s ign i f i cance  

leve l ) .  Th is  means  tha t  the  nu l l  hypo thes is  i s  acc ep ted ,  and  i t  

can  be  conc luded tha t  the re  is  no  l i nea r  re la t ionsh ip  be tween 

ESOP and Debt  Equ i t y  ra t io  f o r  2012 .   

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) 2.428 2.278  1.066 .296 

ESOP -278.741 182.031 -.278 -1.531 .137 

a. Dependent Variable: D_E_12 

The resu l ts  show tha t  f o r  2012 ,  deb t  equ i t y  ra t io  is  g i ven  by 

the  mode l ;   

Debt  equ i t y  ra t io  (2012 )  =  2 .428  –  278 .741  (ESOP).   

 

As  was shown  on  the  ANOVA tab le ,  the  p -va lue  fo r  the  

coe f f i c ien t  o f  ESOP was  0 .137 ,  wh ich  i s  grea te r  than  0 .05  ( the  

s ign i f i cance  leve l ) .  Th is  imp l ies  tha t  ESOP is  no t  s ign i f i can t  i n  

de te rm in ing deb t  equ i t y  ra t io .   
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4.10 Partitioning 

A pa r t i t ion  p la t fo rm recu rs i ve ly  pa r t i t ions  da ta  acco rd ing  to  a  

re la t ionsh ip  be tween  X ( independen t )  and  Y  (dependent )  

va r iab les .  I t  f inds  a  se t  o f  cu ts  o r  g roup ings  o f  X  va lues  wh ich  

bes t  p red ic t  the  Y  va lues .  I t  does  th is  by  exhaust i ve ly  

sea rch ing  a l l  poss ib le  cu ts  o r  g roup ings .  Th is  resu l t s  in  the  

op t ima l  sp l i t  in  a  la rge  number  o f  poss ib le  sp l i t s .  

A  l im i ta t ion  o f  the  pa r t i t ion  pe r fo rmed  he re ,  i s  the  sma l l  

number  o f  obse rva t ions  ava i lab le .  The  occu r rence  o f  da ta  over  

t ime  demanded  the  ca lcu la t ion  o f  t he  mean  %change  o f  the  

f inanc ia l  ind ica to rs  o f  the  bus inesses  invo lved .  In  the  

pa r t i t ion ing  o r  sp l i t s  be low,  the re  a re  30  observa t ions  

(bus inesses )  o f  wh ich  8  have  imp lemented  ESOP (Yes )  and  22  

have  no t  imp lemented  ESOP (No) .  

 

Figure 7 - Partition Platform – Decision Tree 
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From the  dec is ion  t ree  above  i t  i s  s een  tha t  %CAAR change  is  

the  ma in  p red ic to r  f o r  the  imp lementa t ion  o f  ESOP.  

Of  the  8  o rgan iza t ions  imp lement ing  ESOP,  7  (87 .5%)  have  a  

mean  %change  in  CAAR >  0 .0189  and  on ly  4  ou t  o f  22  (18 .2%) 

non -pa r t i c ipa t ing ESOP bus inesses  have  a  mean %change  in  

CAAR > 0 .0189 .  

Of  t he  above  7  ESOP bus inesses ,  2  (25% o f  the  o r ig ina l  8 )  

have  mean  %change  in  CAAR > 0 .1915 .  

The  fo l l owing  lea f  repo r t  d isp lays  the  count  and  p robab i l i t y  

d is t r ibu t ion :  

Leaf Label No Yes 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)<0.191552 

0.24277 0.7572 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)>=0.191552 

0.61657 0.3834 

Mean(%CAAR change)<0.018681 0.93666 0.0633 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)<0.191552 

1 5 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)>=0.191552 

3 2 

Mean(%CAAR change)<0.018681 18 1 

Table 14 Leaf Label 

The fo l lowing ROC and L i f t  cu rves  d isp lay  the  so r t ing 

e f f i c iency  o f  the  mode l .   

I f  the  mode l  pe r fec t l y  rank -o rde rs  the  response  va lues ,  then  

the  sor ted  da ta  has  a l l  the  ta rge ted  va lues  f i rs t ,  f o l l owed  by  

a l l  the  o the r  va lues .  The  cu rve  moves  a l l  the  way  to  the  top  

be fo re  i t  moves  a t  a l l  t o  the  r igh t .  The re fo re  a  good  dec is ion .   
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Receiver Operating Characteristic 

 

Figure 8 - Receiver Operating Characteristic 

 ESOP Area 

 No 0.8835 

 Yes 0.8835 

 

 

  

Measure Training Definition 

Entropy RSquare 0.4188 1-Loglike(model)/Loglike(0) 

Generalized RSquare 0.5605 (1-(L(0)/L(model))^(2/n))/(1-L(0)^(2/n)) 

Mean -Log p 0.3370 ∑ -Log(ρ[j])/n 

RMSE 0.3172 √ ∑(y[j]-ρ[j])²/n 

Mean Abs Dev 0.2144 ∑ |y[j]-ρ[j]|/n 

Misclassification Rate 0.1333 ∑ (ρ[j]≠ρMax)/n 

N 30 N 
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The  Genera l i zed  R  Square  is  a  gene ra l i za t ion  o f  the  R  Square  

measure  tha t  s imp l i f ies  to  the  regu la r  R  Squa re  measu re  fo r  

con t inuous  no rma l  responses.  I t  can  be  deduced  tha t  56% o f  

the  va r ia t ion  in  the  da ta  i s  exp la ined  by the  pa r t i t ion  mode l .  

The  misc lass i f i ca t ion  ra te  is  t he  ra te  fo r  wh ich  the  response  

ca tego ry  w i th  the  h ighes t  f i t ted  p robab i l i t y  i s  no t  the  obse rved  

ca tego ry .  The  ra te  fo r  th i s  pa r t i t ion ing is  o f  13%.  

The  con fus ion  mat r i x  is  a  two -way c lass i f i ca t ion  o f  ac tua l  and  

p red ic ted  responses.  

Confus ion Matr ix  

Actua l  o r  Pred ic ted  

Tra in ing No Yes  

No 21  1  

Yes  3  5  
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4.11 Summary of results  

 

In  summary  thus  a  b us iness  w i th  an  ESOP in  p lace  has  a  

h ighe r  mean  %change  in  CAAR fo r  the  yea rs  2008  –  2012  

compared  to  bus inesses  tha t  do  no t  have  an  ESOP.  

A  sca t te rp lo t  o f  these  va r iab les  w i l l  o f ten  c rea te  a  cone - l i ke  

shape,  as  the  sca t te r  (o r  va r iab i l i t y )  o f  the  dependen t  var iab le  

(DV)  w idens o r  na r rows  as  the  va lue  o f  the  independent  

va r iab le  ( IV )  inc reases .  The  inve rse  o f  he te roscedast ic i t y  is  

homoscedast i c i t y ,  wh ich  ind ica tes  tha t  a  DV 's  var iab i l i t y  i s  

equa l  ac ross  the  va lues  o f  an  IV .  

In  conc lus ion  thus ,  i t  appea rs  as  though  CAAR is  most  

p rom inen t l y  i n f luenced by  the  imp lementa t ion  o f  an  ESOP.  

Th is  was  seen in  the  compar i son  o f  bus inesses  tha t  

imp lement /do  no t  imp lement  an  ESOP.   

F rom a  pa r t i t ion ing  o f  f inanc ia l  ind ica to rs  be tween an  ESOP 

and  a  non -ESOP,  CAAR is  the  mo st  p rominen t  i nd ica to r  to  

p red ic t  the  ex is tence  o f  an  ESOP 
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CHAPTER 5:  CONCLUSIONS AND    

RECOMMENDATIONS 

5.1 Introduction 

Th is  chap te r  conc ludes  and  summar ises  the  ana lys i s  p rocess  

o f  th is  resea rch .  F ind ings  a re  exp la ined  and  fu tu re  resea rch  is  

sugges ted .   

5.2 Conclusions of the study 

The  impact  o f  emp loyee  sha re  ownersh ip  p lans  on  company 

pe r fo rmance  was  inves t iga ted  us ing  va r ious  f inanc ia l  

i nd ica to rs .  An  emp loyee  sha re  ownersh ip  p lan  ra t io  wa s 

cons t ruc ted  and  used  to  tes t  be tween  va r ious  p roduct i v i t y  and  

p ro f i tab i l i t y  va r iab les .   

The  ESOP var iab le  was  p roduced based on  the  concen t ra t ion  

o f  sha res  o f  the  ESOP to  the  to ta l  number  o f  sha res  a l l oca ted .  

The  pe rcen tage  o f  ESOP sha res  was  found  to  be  be tween 

1 .4% and  3% o f  to ta l  sha res  fo r  the  compan ies  resea rched.  

Based  on  the  fac t  tha t  t he  number  o f  compan ies  who  had  an  

ESOP in  p lace  was e igh t  ou t  o f  a  to ta l  o f  th i r t y  ( low number)  

and  the  ESOP concent ra t ion  had  a  ve ry  na r row gap  o f  1 .6% ,  i t  

was  deduced  tha t  t he  s ta t is t i ca l  tes t s  wou ld  on ly  measure  

be tween compan ies  who  had  an  ESOP in  p lace  and  those  who 

d id  no t  have  an  ESOP in  p lace .  The re fo re ,  concent ra t ion  

leve ls  wou ld  no t  be  used ;  a  s imp le  yes  o r  no  answer  wou ld  be  

requ i red  to  tes t  f o r  an  ESOP.     
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The  da ta  used  fo r  a l l  va r iab les  was f rom seconda ry  sou rces  o f  

pub l ished  annua l  f inanc ia l  resu l ts .  The  JSE bu l le t in ,  McGregor  

BFS and  company webs i tes  we re  used  to  re t r i eve  the  da ta  

requ i red .  Each  se t  o f  f inanc ia l  resu l ts  was  used  ove r  the  

pe r iod  o f  2008  to  2012 .  Fo r  th is  reason ,  a  s tanda rd  s ta t is t i ca l  

ana lys is  method  cou ld  no t  be  used  as  the  research  had  to  take  

in to  account  the  t ime  d i f f e rence  o f  the  da ta .  The re fo re  a  

pe rcen tage  inc rease  o f  the  resu l ts  was  used .  

The  var iab les  o f  CAAR and  HEPS were  used  to  tes t  f o r  

p ro f i tab i l i t y  based  on  the  impac t  tha t  an  ESOP wou ld  have  on  

the  var iab les .  CAAR was  cons t ruc ted  as  a  compounded  annua l  

ave rage  ove r  a  pe r iod  o f  f i ve  yea rs .  HEPS was  cons t ruc ted  as  

a  pe rcen tage  inc rease  in  head l ine  ea rn ings  pe r  sha re  ove r  the  

f i ve  years .   

Re tu rn  on  Asse ts ,  Debt  to  Equ i t y  and  P ro f i t  /  Loss  per  

emp loyee  was  used  to  tes t  f o r  p roduct i v i t y  l eve ls  based  on  the  

impac t  tha t  an  ESOP may have  on  the  va r iab les .  These  

va r iab les  we re  used  in  many s tud ies  to  tes t  f o r  pe r formance  o f  

compan ies  (Sp iess  &  A f f leck -Graves ,  1995 ) .   

The  method  emp loyed  fo r  a l l  the  va r iab les  was  to  use  the  f i rs t  

yea r  (2008 )  as  a  base  o f  a l l  compan ies  and  then  look  a t  t he  

pe rcen tage  increase  ove r  the  nex t  f ou r  years  f rom 2009 to  

2012 .     

Va r ious  s ta t is t i ca l  methods  were  used  to  compare  the  ID ’s  

w i th  the  DV (ESOP).  CARR was  found to  be  the  most  

s ign i f i can t .  S tanda rd  dev ia t ion ,  ANOVA and  o the r  tes ts  we re  

conduc ted .  Levene ’s  tes t  f o r  homogene i t y  o f  va r iance  

p roduced  a  s ign i f i can t  resu l t  o f  0 .264  wh ich  a l lowed 

in fe ren t ia l  s ta t i s t i cs  to  be  used  and  fo r  equa l  va r iances  to  be  

accep ted .  
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A  Pea rson  co r re la t ion  tes t  was  conduc ted  to  measu re  the  

s t rength  o f  the  l i nea r  re la t ionsh ip  be twee n  CAAR and  the  

ESOP va r iab le  pe r  company over  the  pe r iod  conce rned .  The  

Pea rson  cor re la t ion  fo r  a l l  yea rs  found  a  pos i t i ve  resu l t  f o r  a l l  

yea rs  toge the r  o f  0 .412 .  Ind iv idua l l y ,  the  resu l t s  f or  2009  to  

2012  a l l  showed  pos i t i ve  co r re la t ions .  The  p -va lues  fo r  a l l  the  

yea rs ,  bo th  ind iv idua l l y  and  co l lec t i ve ly ,  we re  less  than  0 .05  

wh ich  p roves  tha t  a  l inea r  re la t ionsh ip  does ex is t .   

A  pa r t i t ion  p la t fo rm was then  tes ted  to  bes t  p red ic t  the  l inear  

re la t ionsh ip  o f  t he  va r ious  va r i ab les .  A  dec is ion  t ree  was  used  

to  c lear l y  e s tab l ish  tha t  CAAR was  indeed  a  de te rm inan t  when 

an  ESOP was  p resen t .  Th is  too ,  toge the r  w i th  an  e f f i c iency 

mode l  and  a  con fus ion  mat r i x  p rov ided  conc lus ive  ev idence  o f  

s ta t is t i ca l  s ign i f i cance  o f  the  re la t ionsh ip  be tween  CAAR and 

an  ESOP.    

The  d i f f e rence  be tween  compan ies  tha t  do  no t  have  ESOP’s  in  

p lace  can  be  c lea r l y  seen  as  more  negat i ve  fo r  CAAR 

compared  to  compan ies  who  have  an  ESOP in  p lace .  Th is  is  

cons is ten t  w i th  the  theo ry  and  f ind ings  o f  s tud ies  such  as  

Rob inson  and  Zhang (2005 )  and  can  be  app l ied  to  the  South  

A f r i can  con tex t  w i th in  the  JSE l i s ted  m in ing sec to r .   

The  theory  tha t  an ESOP wi l l  ensure  improved  prof i tabi l i ty  

o f  a  company  l is ted  on  the  JSE wi th in  the  South  Af r ican 

min ing sec tor  has  been found to  be  s ta t is t ica l ly  

s igni f icant .   

Head l ine  earn ings  pe r  sha re  (HEPS)  had  a  pos i t i ve  co r re la t ion  

coe f f i c ien t  f o r  a l l  yea rs ,  bu t  th is  was  on ly  f ound  to  be  

s ign i f i can t  f o r  the  yea r  2012.  The  re la t ionsh ip  o f  an  ESOP 

wi th  th i s  pa r t i cu la r  ind ica to r  may take  more  t ime  to  bear  f ru i t  
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bu t  s ince  the  c r i te r ion  fo r  the  tes ts  we re  ove r  f i ve  yea rs ,  a  

s ign i f i can t  s ta t i s t i ca l  re la t ionsh ip  canno t  be  assumed.   

The  f i nd ings  o f  ROA to  ESOP y ie lded  mixed  resu l t s .  A  pos i t i ve  

l i nea r  re la t ionsh ip  fo r  2008  and  2009  was  found bu t  t here  i s  

no  s ign i f i can t  d i f f e rence  in  the  mean %changes  in  ROA 

be tween  the  g roups  o f  o rgan iza t ions  tha t  imp lement  ESOP and 

those  who  do  no t  imp lement  ESOP  fo r  the  o the r  yea rs .  The  

Sou th  A f r ican  expe r ience  based  on  the  da ta  and  wi th in  the  

de f ined  sec to r  the re fo re  d id  no t  p rove  to  be  o f  s ta t i s t i ca l  

s ign i f i cance  fo r  th is  var iab le .  The  Ma lays ian  exper ience  is  

s im i la r  to  th is  f ind ing (Abdu l lah ,  2006 ) .  

Fo r  the  gea r ing  ra t io  o f  Debt  to  Equ i t y ,  no  s ign i f i can t  leve l  

was  found  fo r  any  o f  the  yea rs .  I t  was  the re fo re  conc luded 

tha t  an  ESOP d id  no t  p lay  any  ro le  when  i t  came  to  the  

gea r ing  o f  compan ies .  Th is  too  is  cons is ten t  w i th  the  f ind ings  

o f   Abdu l lah  (2006 )  in  Ma lays ia .   

The  most  recen t  years  o f  2011  and  2012  show a  pos i t i ve  

s ign i f i can t  re la t ionsh ip  be tween the  P ro f i t  /  Loss  per  emp loyee  

and  an  ESOP.  Th is  too  may be  the  s im i la r  to  HEPS.  Even 

though  the  resu l t  o f  an  ESOP may take  some t ime  to  be  

e f fec t i ve ;  th i s  may be  due  to  the  phenomenon wh ich  P ie rce  e t  

a l .  (1991)  d i scuss  as  the  psycho log ica l  ownersh ip  wh ich  is  

c rea ted  ove r  t ime  fo r  emp loyee  ownersh ip ,  the  resu l ts  w i l l  

have  to  be  re jec ted  as  no t  s ign i f i can t  based  on  the  c r i t e r ion  

tha t  was  emp loyed  fo r  th i s  s tudy .     

5.3 Recommendations 

Based  on  the  f ind ing  tha t  t here  is  a  s t a t is t i ca l  s ign i f i cance  

be tween p ro f i tab i l i t y  and  the  imp lementa t ion  o f  Emp loyee  

Sha re  ownersh ip  schemes ,  the  resea rche r  recommend s tha t  

m in ing  compan ies  l i s ted  on  the  JSE shou ld  se r ious ly  cons ide r  
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us ing  th i s  method  to  improve  p ro f i tab i l i t y .  The re  may be  o t he r  

benef i t s  bes ides  p ro f i tab i l i t y  assoc ia ted  w i th  imp lemen t ing  an  

ESOP,  based  on  the  l i te ra tu re  rev iew ,  wh ich  inc lude  s ta f f  

re ten t ion  and  enhanced indus t r ia l  re la t ions .   

Fo r  compan ies  who  a l ready  have  an  ESOP in  p lace ,  a  fu r ther  

recommendat ion  wou ld  be  to  increase  the  pe rcen tage  o f  the  

ESOP ove r  t ime  shou ld  the  company con t inue  to  be  p ro f i tab le  

as  the  ac tua l  percen tages  o f  ESOP concent ra t ion  remained  

low ove r  the  per iod  o f  s tudy  and  no  compan ies  ac tua l l y  

expe r imen ted  wi th  inc reas ing  these  leve ls .  

The  fund ing  fo r  imp lementa t ion  o f  an  ESOP  need  no t  come 

f rom company funds ;  f und ing  can  be  sou rced  f rom va r ious  

sec to rs ,  inc lud ing  inves tment  banks  such  as  the  Indus t r ia l  

Deve lopmen t  Bank ,  Na t iona l  Empowerment  Fund o r  va r ious  

o ther  sou rces .  The re fo re  the  imp lementa t ion  o f  an  ESOP can  

be  funded f rom ou ts ide  sou rces  and  may p rove  to  be  

p ro f i tab le .           

5.4 Suggestions for further research 

The  ev idence  sugges ts  a  l inea r  re la t ionsh ip  be tween 

p ro f i tab i l i t y  and  the  imp lementa t ion  o f  emp loyee  sha re  

ownersh ip  schemes.  The  o n ly  conc lus ive  ev idence  p roduced 

by  th is  resea rch  is  tha t  cumu la t i ve  ave rage  annua l  re tu rns  has  

a  pos i t i ve  l inea r  re la t ionsh ip  w i th  ESOP’s  in  the  JSE l i s ted  

m in ing  compan ies  o f  Sou th  A f r i ca .  Th is  t heo ry  can  be  tes ted  

in  ind iv idua l  o rgan isa t ions  o r  more  b ro ad ly  ac ross  o ther  

i ndus t r ies  and  in  o ther  coun t r ies  tha t  emp loy ESOP’s .   

Much  resea rch  o f  ESOP’s  has  been  conducted  in  deve loped 

count r ies  and  some deve lop ing  economies  bu t  t here  i s  ve ry 

l i t t le  resea rch  o f  the  b roade r  sub jec t  w i th in  A f r i can  economies  
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and  South  A f r ica .   

Th is  s tudy  i s  l im i ted  to  a  sma l l  sec to r ;  th is  i s  no t  conduc ive  to  

more  de ta i led  resu l t s ,  such  as  those  o f  Rob inson  and  Zhang 

(2005 ) ,  as  we l l  as  Freeman  and  Kno l l  (2008 ) .  The  South  

A f r i can  expe r ience  needs  to  be  cap tu red  in  a  ve ry  de ta i led  

way such  as  the  above  ment ion  au thors  have  done  wi th  the i r  

s tud ies .  

Fu tu re  resea rch  can  pe rhaps  igno re  the  in i t i a l  pe r iod  o f  

imp lementa t ion  o f  an  ESOP and  pe rhaps  focus  on  the  pe r iod  

a f te r  the  ‘phys io log ica l  ownersh ip ’  has  been  ach ieved  (P ie rce  

e t  a l . ,  1991 ) .    

The  South  A f r i ca  m in ing  indus t ry  has  been  unde r  the  spo t l i gh t  

ove r  the  las t  coup le  o f  yea rs  fo r  negat i ve  reaso ns  such  as  

Mar i kana  (Nkos i ,  2012 ) .  Fu tu re  resea rch  o f  ESOP’s  can  he lp  

tu rn  th is  negat i ve  l i gh t  i n to  a  pos i t i ve  one  by  exp lo r ing  the  

poss ib i l i t ies  o f  Emp loyee  Sha re  Ownersh ip  and  i t s  

imp lementa t ion .  
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APPENDIX A – ALL DATA 

Name Number Code Sector ESOP % 

 KUMBAIO  1 KIO 1757 0.03 

 HULAMIN  2 HLM 1757 0 

 EHSV  3 EHS 1757 0 

 RBPLAT  4 RBP 1779 0.015 

 EASTPLATS  5 EPS 1779 0 

 ATLATSA  6 ATL  1779 0.03 

 IMPLATS  7 IMP 1779 0.03 

 JUBILEE  8 JBL  1779 0 

 LONMIN  9 LON 1779 0 

 NORTHAM  10 NHM 1779 0 

 ANGLOPLAT  11 AMS  1779 0.015 

 ANGGOLD  12 ANG 1777 0.014 

 GFIELDS  13 GFI 1777 0.026 

 FIUUNIT  14 FUU 1755 0 

 PALAMIN  15 PAM 1755 0.026 

 INSIMBI  16 ISB 1755 0 

 METMAR  17 MML 1755 0 

 ASSORE  18 ASR  1775 0 

 BAUBA  19 BAU 1775 0 

 GOLIATH  20 GGM 1775 0 

 COAL  21 CZA 1775 0 

 MERAFE  22 MRF 1775 0 

 SENTULA  23 SNU 1775 0 

 MIRANDA  24 MMH 1775 0 

 PETMIN  25 PET 1775 0 

 WESCOAL  26 WSL 1771 0 

SACMH  27 SAH 1771 0 

 DELRAND  28 DRN 1773 0 

 ROCKWELL  29 RDI 1773 0 

 DIAMONDCP  30 DMC 1773 0 
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Name Number CAAR 08 
CAAR 
09 

CAAR 
10 

CAAR 
11 

CAAR 
12 

 KUMBAIO  1 1.00 1.72 2.63 3.13 3.56 

 HULAMIN  2 1.00 0.92 0.62 0.56 0.23 

 EHSV  3 1.00 1.04 1.44 0.61 0.23 

 RBPLAT  4 1.00 1.41 10.05 5.97 8.83 

 EASTPLATS  5 1.00 2.47 4.38 4.40 1.68 

 ATLATSA  6 1.00 1.84 2.65 1.10 1.05 

 IMPLATS  7 1.00 0.59 0.62 0.59 0.46 

 JUBILEE  8 1.00 0.57 0.35 0.28 0.15 

 LONMIN  9 1.00 0.70 0.63 0.47 0.27 

 NORTHAM  10 1.00 0.48 0.69 0.64 0.38 

 ANGLOPLAT  11 1.00 1.71 1.50 1.17 1.15 

 ANGGOLD  12 1.00 1.15 1.30 1.37 1.04 

 GFIELDS  13 1.00 1.04 1.24 1.29 1.06 

 FIUUNIT  14 1.00 0.00 0.14 0.08 0.00 

 PALAMIN  15 1.00 1.80 1.98 2.36 1.89 

 INSIMBI  16 1.00 1.00 0.77 0.80 0.98 

 METMAR  17 1.00 0.77 0.83 1.00 0.59 

 ASSORE  18 1.00 0.60 0.82 0.27 0.36 

 BAUBA  19 1.00 0.60 0.67 0.35 0.28 

 GOLIATH  20 1.00 0.60 0.76 1.56 1.62 

 COAL  21 1.00 0.37 0.40 0.28 0.16 

 MERAFE  22 1.00 1.68 2.05 1.21 1.04 

 SENTULA  23 1.00 0.12 0.13 0.13 0.10 

 MIRANDA  24 1.00 0.59 0.43 0.23 0.13 

 PETMIN  25 1.00 0.42 0.59 0.61 0.59 

 WESCOAL  26 1.00 0.66 1.14 0.97 0.77 

SACMH  27 1.00 0.00 0.00 0.22 0.13 

 DELRAND  28 1.00 0.40 0.36 1.35 0.88 

 ROCKWELL  29 1.00 0.08 0.12 0.10 0.00 

 DIAMONDCP  30 1.00 0.36 0.18 0.00 0.18 

 

 

 

 



 
89 

 

 

Name 

Share Price 
@ F YE 
21008 

Share Price @ 
F YE 21009 

Share Price @ 
F YE 21010 

Share Price @ 
F YE 21011 

Share Price @ 
F YE 21012 

 KUMBAIO  160.00 275.00 421.00 501.00 569.00 

 HULAMIN  13.94 12.81 8.64 7.85 3.21 

 EHSV  58.61 60.73 84.24 35.72 13.44 

 RBPLAT  6.51 9.20 65.40 54.90 57.50 
 EASTPLAT
S  2.68 6.63 11.75 11.80 4.50 

 ATLATSA  3.42 6.29 9.07 3.76 3.60 

 IMPLATS  306.01 179.10 188.55 181.12 139.26 

 JUBILEE  9.79 5.58 3.47 2.76 1.44 

 LONMIN  292.26 203.29 185.29 138.61 80.09 
 NORTHAM
  68.10 32.64 46.69 43.82 25.85 
 ANGLOPL
AT  456.30 782.11 684.70 534.95 526.00 

 ANGGOLD  252.00 290.50 327.00 344.00 262.00 

 GFIELDS  97.00 101.00 120.60 125.00 103.00 

 FIUUNIT  76.03 0.00 10.31 6.32 0.00 

 PALAMIN  55.61 100.29 109.89 131.25 105.00 

 INSIMBI  0.64 0.64 0.49 0.51 0.63 

 METMAR  4.26 3.30 3.55 4.24 2.51 

 ASSORE  822.57 493.17 676.89 220.00 294.65 

 BAUBA  5.00 3.00 3.34 1.74 1.40 

 GOLIATH  2.50 1.50 1.90 3.90 4.06 

 COAL  30.78 11.54 12.27 8.67 5.03 

 MERAFE  0.77 1.29 1.58 0.93 0.80 

 SENTULA  21.26 2.53 2.81 2.84 2.22 

 MIRANDA  1.38 0.81 0.60 0.32 0.18 

 PETMIN  4.70 1.96 2.75 2.86 2.79 

 WESCOAL  0.95 0.63 1.08 0.92 0.73 

SACMH  1.14 0.00 0.00 0.25 0.15 

 DELRAND  1.59 0.63 0.58 2.15 1.40 
 ROCKWEL
L  4.20 0.33 0.49 0.40 0.00 
 DIAMOND
CP  4.44 1.60 0.80 0.00 0.80 
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Name Net Prof 08 Net Prof 09 Net Prof 10 Net Prof 11 Net Prof 12 

 KUMBAIO  72080000 69750000 143230000 170420000 112477200 

 HULAMIN  268172000 89633000 73248000 79676000 132548000 

 EHSV  2539000000 163000000 -549000000 45000000 -943000000 

 RBPLAT  4437266000 4836887000 3166300000 273400000 170300000 

 EASTPLATS  4160000 5650000 13352000 -86988000 -113942000 

 ATLATSA  -13486000 -35532000 -51721000 -81929000 -32787000 

 IMPLATS  17596000000 6020000000 4715000000 6638000000 4177000000 

 JUBILEE  -3332000 -3961000 -2228000 -6821000 -6783000 

 LONMIN  348000000 -269000000 112000000 273000000 -410000000 

 NORTHAM  1492811000 630482000 641026000 349209000 310512000 

 ANGLOPLAT  14243000000 2993000000 9973000000 3586000000 
-

1468000000 

 ANGGOLD  
-

16105000000 
-

2762000000 637000000 11282000000 708000000 

 GFIELDS  4457500000 1535600000 3555100000 7026700000 5658100000 

 FIUUNIT  -22347000 -16342000 -92178000 -69873000 -165099000 

 PALAMIN  719539000 283837000 589000000 1464000000 -97000000 

 INSIMBI  26559000 53746000 10642000 11993000 15634000 

 METMAR  67407000 174445000 161886000 46746000 80205000 

 ASSORE  3069522000 3241452000 1479524000 3219754000 4033013000 

 BAUBA  -8021000 -8224000 -25772000 -67140000 -4770000 

 GOLIATH  -6035000 -7369000 -337000 -6145000 -85863000 

 COAL  -10890000 -14520000 -101441000 -219003000 -138908000 

 MERAFE  1027691000 -152325000 278704000 116750000 48873000 

 SENTULA  113567000 278531000 239138000 35127000 -516703000 

 MIRANDA  -9119000 -10868000 -16704000 -54063000 -27174000 

 PETMIN  380353000 118364000 107717000 100982000 112682000 

 WESCOAL  11830000 18491000 6672000 -43618000 20602000 

SACMH  -98710000 -31056000 -10031000 -98536000 -48800000 

 DELRAND  -103002000 -8951000 -1566000 -123000 -239000 

 ROCKWELL  -9403000 -12976000 -7037000 -5127000 0 

 DIAMONDCP  -4285000 -4207000 -3315000 -3823000 -3016000 
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Name Tot Ass 08 Tot Ass 09 Tot Ass 10 Tot Ass 11 Tot Ass 12 

 KUMBAIO  167030000 178070000 278750000 344130000 365360000 

 HULAMIN  7640997000 6884328000 7324426000 7471596000 7481294000 

 EHSV  5337000000 4897000000 4063000000 4458000000 3667000000 

 RBPLAT  
1849723700

0 
2488552200

0 
1541350000

0 
1721750000

0 
1794700000

0 

 EASTPLATS  872227000 706850000 1126975000 282370000 151227000 

 ATLATSA  15174000 1001833000 1075640000 880120000 814065000 

 IMPLATS  
6109100000

0 
5666200000

0 
6155300000

0 
6658600000

0 
7160900000

0 

 JUBILEE  25149000 8193000 22150000 21837000 14632000 

 LONMIN  3073000000 3136000000 3733000000 3756000000 4121000000 

 NORTHAM  4119526000 9348350000 
1008930700

0 
1192957100

0 
1224385200

0 

 ANGLOPLAT  
6866800000

0 
7582100000

0 
8380100000

0 
8728000000

0 
8594700000

0 

 ANGGOLD  
7479900000

0 
7145400000

0 
6135200000

0 
8517200000

0 7963000000 

 GFIELDS  
5845660000

0 
6079570000

0 
6735540000

0 
7982310000

0 
7067680000

0 

 FIUUNIT  387742000 566472000 684643000 805866000 660310000 

 PALAMIN  6580599000 7003043000 7571000000 7195000000 7119000000 

 INSIMBI  201842000 239364000 211823000 251651000 271000000 

 METMAR  544755000 846529000 1023153000 1278392000 1671880000 

 ASSORE  
1005833000

0 
1115832100

0 
1234725200

0 
1502938700

0 
1743480500

0 

 BAUBA  22741000 49849000 36307000 28898000 29159000 

 GOLIATH  39876000 27167000 26776000 34763000 168551000 

 COAL  498349000 533961000 775232000 570879000 535080000 

 MERAFE  3754350000 3403899000 3817608000 3922138000 4292112000 

 SENTULA  3988879000 4514982000 4622522000 3980336000 3415706000 

 MIRANDA  27798000 28144000 44295000 28117000 25477000 

 PETMIN  1327001000 1466405000 1591930000 1788877000 2036242000 

 WESCOAL  119534000 182103000 183135000 208270000 213038000 

SACMH  203596000 134618000 183255000 180558000 180937000 

 DELRAND  19112000 6778000 5228000 5274000 5660000 

 ROCKWELL  133693000 106363000 105243000 110184000 0 
 DIAMONDCP
  9985000 7195000 11307000 7867000 13588000 
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Name Number 
ROA 
08 

ROA 
09 

ROA 
10 

ROA 
11 

ROA 
12 

 KUMBAIO  1 0.432 0.392 0.514 0.495 0.308 

 HULAMIN  2 0.035 0.013 0.010 0.011 0.018 

 EHSV  3 0.476 0.033 0.135 0.010 0.257 

 RBPLAT  4 0.240 0.194 0.205 0.016 0.009 

 EASTPLATS  5 0.005 0.008 0.012 0.308 0.753 

 ATLATSA  6 0.889 0.035 0.048 0.093 0.040 

 IMPLATS  7 0.288 0.106 0.077 0.100 0.058 

 JUBILEE  8 0.132 0.483 0.101 0.312 0.464 

 LONMIN  9 0.113 0.086 0.030 0.073 0.099 

 NORTHAM  10 0.362 0.067 0.064 0.029 0.025 

 ANGLOPLAT  11 0.207 0.039 0.119 0.041 
-

0.017 

 ANGGOLD  12 
-

0.215 
-

0.039 0.010 0.132 0.089 

 GFIELDS  13 0.076 0.025 0.053 0.088 0.080 

 FIUUNIT  14 
-

0.058 
-

0.029 
-

0.135 
-

0.087 
-

0.250 

 PALAMIN  15 0.109 0.041 0.078 0.203 
-

0.014 

 INSIMBI  16 0.132 0.225 0.050 0.048 0.058 

 METMAR  17 0.124 0.206 0.158 0.037 0.048 

 ASSORE  18 0.305 0.290 0.120 0.214 0.231 

 BAUBA  19 
-

0.353 
-

0.165 
-

0.710 
-

2.323 
-

0.164 

 GOLIATH  20 
-

0.151 
-

0.271 
-

0.013 
-

0.177 
-

0.509 

 COAL  21 
-

0.022 
-

0.027 
-

0.131 
-

0.384 
-

0.260 

 MERAFE  22 0.274 
-

0.045 0.073 0.030 0.011 

 SENTULA  23 0.028 0.062 0.052 0.009 
-

0.151 

 MIRANDA  24 
-

0.328 
-

0.386 
-

0.377 
-

1.923 
-

1.067 

 PETMIN  25 0.287 0.081 0.068 0.056 0.055 

 WESCOAL  26 0.099 0.102 0.036 
-

0.209 0.097 
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SACMH  27 
-

0.485 
-

0.231 
-

0.055 
-

0.546 
-

0.270 

 DELRAND  28 
-

5.389 
-

1.321 
-

0.300 
-

0.023 
-

0.042 

 ROCKWELL  29 
-

0.070 
-

0.122 
-

0.067 
-

0.047 0.000 

 DIAMONDCP  30 
-

0.429 
-

0.585 
-

0.293 
-

0.486 
-

0.222 
 
 
 
 
 
 
 
 
 
Number of 
employees 
per year 
 
Name      

 KUMBAIO  1 5171 5248 5845 5750 

 HULAMIN  2 2555 2482 2516 2188 

 EHSV  3 2626 2321 2506 2565 

 RBPLAT  4 7671 7671 7671 7942 

 EASTPLATS  5 - - - - 

 ATLATSA  6 - - - - 

 IMPLATS  7 32035 33229 38317 32909 

 JUBILEE  8 9 1 1 61 

 LONMIN  9 25362 22000 22781 25097 

 NORTHAM  10 9000 8462 9042 9983 

 ANGLOPLAT  11 50152 55829 48509 58541 

 ANGGOLD  12 62895 63364 62046 61242 

 GFIELDS  13 51192 49715 44672 48524 

 FIUUNIT  14 - - - - 

 PALAMIN  15 2198 2021 2250 2321 

 INSIMBI  16 - - - - 

 METMAR  17 - - - - 

 ASSORE  18 - - - - 

 BAUBA  19 - - - - 

 GOLIATH  20 - - - - 

 COAL  21 128 112 427 456 

 MERAFE  22 5897 6326 6337 6444 

 SENTULA  23 3757 3757 4367 3585 

 MIRANDA  24 - - - - 

 PETMIN  25 1102 652 663 1048 

 WESCOAL  26 - - - - 
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SACMH  27 - - - - 

 DELRAND  28 - - - - 

 ROCKWELL  29 - - - - 

 DIAMONDCP  30 99 59 23 29 

 

 

 

 

Name 
P-L per Emp 
08 

P-L per Emp 
09 

P-L per Emp 
10 

P-L per Emp 
11 

P-L per Emp 
12 

 KUMBAIO  13939 13291 24505 29638 18212 

 HULAMIN  104960 36113 29113 36415 63511 

 EHSV  966870 70228 -219074 17544 -420419 

 RBPLAT  578447 630542 412762 34425 22725 

 EASTPLATS            

 ATLATSA            

 IMPLATS  549274 181167 123052 201708 126338 

 JUBILEE  -370222 -3961000 -2228000 -111820 -94208 

 LONMIN  13721 -12227 4916 10878 -14524 

 NORTHAM  165868 74507 70894 34980 26601 
 ANGLOPLAT
  283997 53610 205591 61256 -26038 

 ANGGOLD  -256062 -43589 10267 184220 10756 

 GFIELDS  87074 30888 79582 144809 116614 

 FIUUNIT            

 PALAMIN  327361 140444 261778 630763 -42544 

 INSIMBI            

 METMAR            

 ASSORE            

 BAUBA            

 GOLIATH            

 COAL  -85078 -129643 -237567 -480270 -188990 

 MERAFE  174274 -24079 43980 18118 7274 

 SENTULA  30228 74137 54760 9798 -155587 

 MIRANDA            

 PETMIN  345148 181540 162469 96357 117499 

 WESCOAL            

SACMH            

 DELRAND            

 ROCKWELL            
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 DIAMONDC
P  -43283 -71305 -144130 -131828 -58000 

 

 

 

 

 

Name 
HEPS 
08 

HEPS 
09 

HEPS 
10 

HEPS 
11 

HEPS 
12 

 KUMBAIO  2302 2182 4467 5313 3797 

 HULAMIN  124 42 27 25 57 

 EHSV  2650.1 168.1 -386.3 -15.1 -1022 

 RBPLAT  179766 -1072 192 167 104 

 EASTPLATS  0 1 2 0 -12 

 ATLATSA  -7 -12 -12 -19 40 

 IMPLATS  2065 1001 786 1105 685 

 JUBILEE  -3.5 -0.1 -1.4 -2.7 -2.4 

 LONMIN  413.9 -139 62 135.8 7.4 

 NORTHAM  627.2 172.2 177.8 89.5 80.9 

 ANGLOPLAT  5609 298 1935 1365 -562 

 ANGGOLD  -1379 -1880 259 2773 296 

 GFIELDS  459 431 438 970 816 

 FIUUNIT  -18 -12 -56 -38 -69 

 PALAMIN  1493 598 1128 3036 -201 

 INSIMBI  8.6 20.9 4.1 3.9 6.1 

 METMAR  37.2 100.6 16.9 23.1 34.1 

 ASSORE  11362 13772 6243 2690 3519 

 BAUBA  -0.9 -0.7 -38.8 -41.7 -7 

 GOLIATH  -1.8 -2.2 -1.2 -16 -23 

 COAL  -4.1 -2.8 -22.2 -0.4 -0.2 

 MERAFE  42 -6 11 6 5 

 SENTULA  -8.2 109.1 0.6 16.1 21.7 

 MIRANDA  -4.5 -4.5 -6.7 -11.3 -8.71 

 PETMIN  15.3 22.3 19.1 17.5 19.1 

 WESCOAL  0 
-

570000 
-

964000 
-

144000 0 

SACMH  -13.40 -18.60 -0.50 -20.70 -11.51 

 DELRAND  -420 -27 -2 0 0 

 ROCKWELL  -5 -5 -3 -1 0 

 DIAMONDCP  -11.6 -6.2 -2.3 -2.4 -1.22 
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Name DEBT 08 DEBT 09 DEBT 10 DEBT 11 DEBT 12 

 KUMBAIO  8197000000 8851000000 9499000000 13821000000 17227000000 

 HULAMIN  3910366000 3169923000 2748238000 2849470000 2704549000 

 EHSV  2495000000 1823000000 1553000000 1838000000 1929000000 

 RBPLAT  2302929000 4357336000 4099500000 4355400000 4620800000 

 EASTPLATS  163691000  77338000  857960000  270090000  404590000  

 ATLATSA  16503000 804707000 970740000 921094000 608808000 

 IMPLATS  16806000000 14877000000 16838000000 17994000000 20152000000 

 JUBILEE  378000 549000 19706000 26205000 23431000 

 LONMIN  1541000000 1411000000 1742000000 1521000000 1878000000 

 NORTHAM  1215655000 1016164000 1256153000 1814219000 1830605000 

 ANGLOPLAT  39172000000 43188000000 28783000000 30537000000 45481000000 

 ANGGOLD  52456000000 50246000000 35606000000 45320000000 72260000000 

 GFIELDS  20354300000 22585200000 25191800000 36220500000 41880000000 

 FIUUNIT  201778000 342879000 458017000 572093000 777390000 

 PALAMIN  3912678000 5328334000 5361000000 3543000000 2988000000 

 INSIMBI  227714000 187370000 178825000 210340000 222743000 

 METMAR  355065000 550903000 600853000 731734000 1181872000 

 ASSORE  5780051000 4441000000 4380521000 4152143000 4538147000 

 BAUBA  21996000 25734000 34816000 36064000 1331000 

 GOLIATH  2942000 2945000 2991000 4109000 18952000 

 COAL  7061000 14028000 152353000 160888000 176570000 

 MERAFE  1275012000 1070363000 1242603000 1263470000 1582483000 

 SENTULA  2393945000 2686410000 2136677000 1479186000 1424860000 

 MIRANDA  7422000 14119000 30581000 49695000 58355000 

 PETMIN  334177000 354229000 354916000 473604000 631054000 

 WESCOAL  97926000 95809000 81527000 132293000 124516000 

SACMH  375310000 380316000 447001000 528304000 520150000 

 DELRAND  16547000 1462000 1363000 706000 932000 

 ROCKWELL  34644000 34060000 27400000 26978000 0 

 DIAMONDCP  4167000 3881000 2855000 513000 5122000 
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Name Equity 08 Equity 09 Equity 10 Equity 11 Equity 12 

 KUMBAIO  8506000000 8956000000 18376000000 20592000000 19309000000 

 HULAMIN  3760146000 3744279000 4609534000 4669625000 4776749000 

 EHSV  2842000000 3074000000 2510000000 2620000000 1738000000 

 RBPLAT  10036445000 25659566000 14351200000 15137200000 15480600000 

 EASTPLATS  708536000  629512000  104117900  378902000  282376000  

 ATLATSA  -1329000 209508000 121366000 -28085000 -18792000 

 IMPLATS  45303000000 42803000000 45733000000 49610000000 52475000000 

 JUBILEE  31245000 37080000 83150000 83854000 73118000 

 LONMIN  2594000000 2802000000 3082000000 3341000000 2745000000 

 NORTHAM  2903871000 8332186000 8833154000 10115352000 10413247000 

 ANGLOPLAT  29496000000 36900000000 60840000000 59120000000 50100000000 

 ANGGOLD  23759000000 22527000000 27034000000 41488000000 54690000000 

 GFIELDS  42561200000 42669400000 46622500000 48061500000 53457400000 

 FIUUNIT  185964000 223593000 226626000 233773000 -117080000 

 PALAMIN  2672026000 1679580000 2218000000 3659000000 4143000000 

 INSIMBI  4066000 91932000 72936000 79749000 87863000 

 METMAR  195882000 361430000 487172000 608572000 645098000 

 ASSORE  4281387000 6720248000 7969478000 10879811000 12923360000 

 BAUBA  745000 24115000 1491000 284000 45134000 

 GOLIATH  36934000 25722000 26785000 30654000 149599000 

 COAL  494458000 523640000 626419000 430791000 377267000 

 MERAFE  2479338000 2333536000 2575005000 2658668000 2709629000 

 SENTULA  1979633000 2264021000 2914614000 2932835000 2430775000 

 MIRANDA  337817000 348778000 353326000 12469000 -8277000 

 PETMIN  1007858000 1119101000 1241421000 1317162000 1405188000 

 WESCOAL  58333000 154420000 166655000 136632000 157061000 

SACMH  198656000 173701000 157920000 59384000 10585000 

 DELRAND  2565000 5316000 3865000 4568000 4728000 

 ROCKWELL  99049000 72303000 77843000 83206000 0 

 DIAMONDCP  12735000 10443000 18006000 16602000 13073000 



 
98 

 

 

 

 

 

 

 

Name D/E 08 D/E 09 D/E 10 D/E 11 D/E 12 

 KUMBAIO  0.96 0.99 0.52 0.67 0.89 

 HULAMIN  1.04 0.85 0.60 0.61 0.57 

 EHSV  0.88 0.59 0.62 0.70 1.11 

 RBPLAT  0.23 0.17 0.29 0.29 0.30 

 EASTPLATS  0.23 0.12 8.24 0.71 1.43 

 ATLATSA  -12.42 3.84 8.00 -32.80 -32.40 

 IMPLATS  0.37 0.35 0.37 0.36 0.38 

 JUBILEE  0.01 0.01 0.24 0.31 0.32 

 LONMIN  0.59 0.50 0.57 0.46 0.68 

 NORTHAM  0.42 0.12 0.14 0.18 0.18 

 ANGLOPLAT  1.33 1.17 0.47 0.52 0.91 

 ANGGOLD  2.21 2.23 1.32 1.09 1.32 

 GFIELDS  0.48 0.53 0.54 0.75 0.78 

 FIUUNIT  1.09 1.53 2.02 2.45 -6.64 

 PALAMIN  1.46 3.17 2.42 0.97 0.72 

 INSIMBI  56.00 2.04 2.45 2.64 2.54 

 METMAR  1.81 1.52 1.23 1.20 1.83 

 ASSORE  1.35 0.66 0.55 0.38 0.35 

 BAUBA  29.52 1.07 23.35 126.99 0.03 

 GOLIATH  0.08 0.11 0.11 0.13 0.13 

 COAL  0.01 0.03 0.24 0.37 0.47 

 MERAFE  0.51 0.46 0.48 0.48 0.58 

 SENTULA  1.21 1.19 0.73 0.50 0.59 

 MIRANDA  0.02 0.04 0.09 3.99 -7.05 

 PETMIN  0.33 0.32 0.29 0.36 0.45 

 WESCOAL  1.68 0.62 0.49 0.97 0.79 

SACMH  1.89 2.19 2.83 8.90 49.14 

 DELRAND  6.45 0.28 0.35 0.15 0.20 

 ROCKWELL  0.35 0.47 0.35 0.32 0.00 

 DIAMONDCP  0.33 0.37 0.16 0.03 0.39 
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APPENDIX B –STATISTICS 

P r o f i t a b i l i t y  

Correlations 

 CAAR 09 CAAR 10 CAAR 11 CAAR 12 

ESOP Pearson Correlation .511 .340 .378 .392 

Sig. (1-tailed) .002 .033 .020 .016 

N 30 30 30 30 

 

Correlations 

 HEPS 08 HEPS 09 HEPS 10 HEPS 11 HEPS 12 

ESOP Pearson Correlation .159 .105 .108 .135 .326 

Sig. (1-tailed) .200 .290 .284 .239 .039 

N 30 30 30 30 30 

P r o d u c t i v i t y :  

Correlations 

 ROA 08 ROA 09 ROA 10 ROA 11 ROA 12 

ESOP Pearson Correlation .103 .300 .425 .318 .376 

Sig. (1-tailed) .294 .054 .010 .043 .020 

N 30 30 30 30 30 

 

 

Correlations 

 D/E 08 D/E 09 D/E 10 D/E 11 D/E 12 

ESOP Pearson Correlation -.229 .432 .001 -.214 -.278 

Sig. (1-tailed) .112 .009 .499 .128 .068 

N 30 30 30 30 30 

 

 

Correlations 

 P r o f i t  /  L o s s  p e r  E m p l o y e e    

 2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 1  2 0 1 2  

ESOP Pearson Correlation .167 .234 .312 .573 .417 

Sig. (1-tailed) .261 .183 .111 .008 .048 

N 17 17 17 17 17 
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ESOP N 
CAAR 
mean 

%Change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 -0.142 0.2457 
8.8801 0.0059 5.1266 0.0514 7.6562 0.0057 

Yes 8 0.241 0.4556 

 

 

ESOP N 
ROA 
mean 

%Change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 -0.493 2.1324 
0.7885 0.3821 1.7395 0.1979 0.2199 0.6391 

Yes 8 0.196 0.7331 
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ESOP N 
Net profit 

mean 
%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22  -0.123 2.0517 
0.4782 0.4949 0.8911 0.3540 0.4949 0.4818 

Yes 8 0.402 0.9768 

 

 

ESOP N 

Tot 
Assets 
mean 

%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 0.082 0.1999 
2.7290 0.1097 0.9350 0.3657 0.0022 0.9626 

Yes 8 1.647 4.5750 
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ESOP N 
Debt 
mean 

%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 0.658 1.5923 
0.4833 0.4927 0.2565 0.6259 0.4311 0.5115 

Yes 8 1.278 3.3290 

 

 

ESOP N 
Debt 
mean 

%change 

Std 
Dev 

ANOVA 
F1,29 

p-
value 

Welch 
F1,29 

p-
value 

χ2
-

value 
DF=1 

p-
value 

No 22 1.976 7.992 
2.5056 0.2115 1.7916 0.2115 0.2199 0.6391 

Yes 8 -3.885 11.410 

 

Indicato
r 

ESOP 
% 

CAA
R 

Share 
Price @ 
FYE 

Net 
Prof 

Tot 
Ass 

ROA HEPS DEBT Equit
y 

ESOP 
% 

1 0.411
5 

0.4108 0.512
6 

0.546
6 

0.3226 0.122
4 

0.510
7 

0.64
05 

CAAR 0.411
5 

1 0.1120 0.149
2 

0.113
0 

0.2455 0.096
0 

0.110
5 

0.18
33 
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Share 
Price @ 
F YE 

0.410
8 

0.112
0 

1 0.532
5 

0.618
8 

0.3938 0.111
4 

0.657
3 

0.64
02 

Net Prof 0.512
6 

0.149
2 

0.5325 1 0.764
0 

0.2810 0.098
3 

0.438
7 

0.80
46 

Tot Ass 0.546
6 

0.113
0 

0.6188 0.764
0 

1 0.2666 0.101
8 

0.897
6 

0.97
44 

ROA 0.322
6 

0.245
5 

0.3938 0.281
0 

0.266
6 

1 -
0.051
9 

0.255
0 

0.32
63 

HEPS 0.122
4 

0.096
0 

0.1114 0.098
3 

0.101
8 

-
0.0519 

1 0.088
0 

0.11
35 

DEBT 0.510
7 

0.110
5 

0.6573 0.438
7 

0.897
6 

0.2550 0.088
0 

1 0.86
38 

Equity 0.640
5 

0.183
3 

0.6402 0.804
6 

0.974
4 

0.3263 0.113
5 

0.863
8 

1 

 

Mean % ESOP vs  Mean CAAR      Mean % 

ESOP vs  Mean Sha re  p r ice  fo r  YE  

 

Mean % ESOP vs Mean Net Profit    Mean % ESOP vs Mean 

Tot Assets 
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Mean % ESOP vs Mean ROA     Mean % ESOP vs 

Mean HEPS 

 

 

Mean % ESOP vs Mean Debt     Mean % ESOP vs 

Mean Equity 
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CAAR 2012  

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .392
a
 .153 .123 1.5523080 

a. Predictors: (Constant), ESOP 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 12.224 1 12.224 5.073 .032
b
 

Residual 67.470 28 2.410   

Total 79.694 29    

a. Dependent Variable: CAAR_12 

b. Predictors: (Constant), ESOP 

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .629 .326  1.929 .064 

ESOP 58.722 26.072 .392 2.252 .032 

a. Dependent Variable: CAAR_12 

 

CAAR 2011  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .378
a
 .143 .113 1.2465134 

a. Predictors: (Constant), ESOP 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 7.270 1 7.270 4.679 .039
b
 

Residual 43.506 28 1.554   

Total 50.776 29    

a. Dependent Variable: CAAR_11 

b. Predictors: (Constant), ESOP 
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Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .823 .262  3.140 .004 

ESOP 45.286 20.936 .378 2.163 .039 

a. Dependent Variable: CAAR_11 

 

CAAR 2010  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .340
a
 .116 .084 1.8191299 

a. Predictors: (Constant), ESOP 

 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 12.131 1 12.131 3.666 .066
b
 

Residual 92.659 28 3.309   

Total 104.790 29    

a. Dependent Variable: CAAR_10 

b. Predictors: (Constant), ESOP 

 

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .953 .382  2.492 .019 

ESOP 58.500 30.554 .340 1.915 .066 

a. Dependent Variable: CAAR_10 
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CAAR 2009  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .511
a
 .261 .235 .5449846 

a. Predictors: (Constant), ESOP 

 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 2.937 1 2.937 9.890 .004
b
 

Residual 8.316 28 .297   

Total 11.254 29    

a. Dependent Variable: CAAR_09 

b. Predictors: (Constant), ESOP 

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .678 .115  5.917 .000 

ESOP 28.787 9.154 .511 3.145 .004 

a. Dependent Variable: CAAR_09 

 

ROA 2012  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .376
a
 .142 .111 .267855 

a. Predictors: (Constant), ESOP 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression .331 1 .331 4.618 .040
b
 

Residual 2.009 28 .072   

Total 2.340 29    

a. Dependent Variable: ROA_12 
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b. Predictors: (Constant), ESOP 

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) -.176 .056  -3.132 .004 

ESOP 9.668 4.499 .376 2.149 .040 

a. Dependent Variable: ROA_12 

 

P ro f i t /  loss  pe r  Emp loyee  2012  

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .417
a
 .174 .119 125610.5421349 

a. Predictors: (Constant), ESOP 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 49900557426.927 1 49900557426.927 3.163 .096
b
 

Residual 236670124431.486 15 15778008295.432   

Total 286570681858.414 16    

a. Dependent Variable: P_L_per_Emp_12 

b. Predictors: (Constant), ESOP 

 

 

Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) -71007.744 38594.779  -1.840 .086 

ESOP 4592002.787 2582114.726 .417 1.778 .096 

a. Dependent Variable: P_L_per_Emp_12 
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HEPS 2012  

 

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .326
a
 .107 .075 937.507 

a. Predictors: (Constant), ESOP 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 2935141.505 1 2935141.505 3.339 .078
b
 

Residual 24609750.362 28 878919.656   

Total 27544891.867 29    

a. Dependent Variable: HEPS_12 

b. Predictors: (Constant), ESOP 

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) 73.860 197.049  .375 .711 

ESOP 28775.220 15746.307 .326 1.827 .078 

a. Dependent Variable: HEPS_12 

 

Debt  Equ i t y  Rat io  2012  

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .278
a
 .077 .044 10.8378011 

a. Predictors: (Constant), ESOP 

 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 275.419 1 275.419 2.345 .137
b
 

Residual 3288.822 28 117.458   
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Total 3564.241 29    

a. Dependent Variable: D_E_12 

b. Predictors: (Constant), ESOP 

 

 

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) 2.428 2.278  1.066 .296 

ESOP -278.741 182.031 -.278 -1.531 .137 

a. Dependent Variable: D_E_12 
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In  the  pa r t i t ion ing o r  sp l i t s  be low,  the re  a re  30  obse rva t ions  

(bus inesses )  o f  wh ich  8  have  imp lemented  ESOP (Yes )  and  22  

have  no t  imp lem ented  ESOP (No) .  

 

The fo l lowing lea f  repo r t  d isp lays  the  coun t  and  p robab i l i t y  

d is t r ibu t ion :  

Leaf Label No Yes 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)<0.191552 

0.24277 0.7572 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)>=0.191552 

0.61657 0.3834 

Mean(%CAAR change)<0.018681 0.93666 0.0633 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)<0.191552 

1 5 

Mean(%CAAR change)>=0.018681&Mean(%CAAR 
change)>=0.191552 

3 2 

Mean(%CAAR change)<0.018681 18 1 

Receiver Operating Characteristic 
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 ESOP Area 

 No 0.8835 

 Yes 0.8835 

 

Measure Training Definition 

Entropy RSquare 0.4188 1-Loglike(model)/Loglike(0) 
Generalized RSquare 0.5605 (1-(L(0)/L(model))^(2/n))/(1-L(0)^(2/n)) 
Mean -Log p 0.3370 ∑ -Log(ρ[j])/n 
RMSE 0.3172 √ ∑(y[j]-ρ[j])²/n 
Mean Abs Dev 0.2144 ∑ |y[j]-ρ[j]|/n 
Misclassification Rate 0.1333 ∑ (ρ[j]≠ρMax)/n 
N 30 n 

 

Confus ion Matr ix  

Actua l  

P red ic ted  

 

Tra in in

g  

No Yes  

No 21  1  

Yes  3  5  

 

 

 

 


