














































































































What formula is used to calculate allocations of the defined benefit pension benefit to employee accounts?

Percent of payroll contributed to the defined benefit pension plan in 1995:__ ; Percent of payroll allocated in 1995:

What is the company’s matching rate for the 401(k) or savings and thrift plan?

Percent of payroll contributed to the 401(k) or savings and thrift plan in 1995: __ ; Percent of payroll allocated:

On what basis is deferred profit sharing stock allocated to employee accounts? W-2 _ W-2toacap __ (Specify the cap:) _
Shares distributed equally to all participants? __ Other formula (specify)

Percent of payroll contributed to the deferred profit sharing plap in 1995: ___; Percent of payroll allocated:

About how many employees in each wage category were covered by each benefit plan? Estimate if necessary.

TOTAL NUMBER OF EMPLOYEES COVERED BY EACH BENEFIT PLAN IN 1995, BY WAGE CATEGORY

Straight hourly wage Under $6.00 $6.01-$10.00 $10.01-$14.00 $14.01-$20.00 $20.01-$40.00 $40.01+
{Under $12,000 {Under $20,000 (Under $30,000 (Under $42,000 {(Under $85,000
annually) annually) annually) annually) annually)

Defined benefit
pension

401(k) or similar
savings and thrift plan

ESOP or KSOP

Deferred profit sharing

Other retirement
benefit

Specify
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What was the total value of each type of (non-wage) compensation for each wage category of employees in 1995? (If no stock options,
stock bonus, premium pay, or supplemental wages were given to employees, skip this question. If you prefer, give the average amount
employees in each wage category receive per year, per month, or per week, and note below the chart what you have done. Any such
information about the value of non-wage compensation for different wage categories of employees would be useful.)

ESTIMATED TOTAL VALUE OF BENEFIT COMPENSATION BY WAGE CATEGORY I 1995
FOR EMPLOYEES COVERED BY UNEMPLOYMENT INSURANCE
(This may exclude some officers, owners, and highly compensated employees)
REPORT PART-TIME WORKERS ACCORDING TC AN HOURLY RATE

Under $6.00 $6.01-$10.00 $10.01-$14.00 $14.01-$20.00 $20.01-$40.00
{Under $12,000 {Under $20,000 {Under $30,000 {Under $42,000 {Under $85,000
Straight hourly wage annually) annually} annually) annually) annually) $40.01+

Stock options /
non-ESOP stock bonus

Premium overtime pay
for exempt employees

Cash bonuses / cash
profit sharing / other
supplemental wages

If you provided the average amount employees in each wage category receive per year, month, or week, please note that here;

On what basis is vacation accrual provided (seniority, wages, a combination of seniority and wages 1?

Hotdtow D Compunsation of iighly Compensated Employees and Owners/Officers for the Year 1995
Numbor of employoos not covered by unemployment insurance (i.e., paid owners, officers, highly compensated employees)

Tolal salaries paid out to employees not covered by unemployment insurance
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Section ITi: Compensation of Highly Compensated Employees and Owners/Officers for the Year 1995
Number of employees not covered by unemployment insurance (i.e., paid owners, officers, highly compensated employees)

Total salaries paid out to employees not covered by unemployment insurance

Total value of other forms of compensation paid to employees not covered by unemployment insurance (stock options, stock bonus
plans, cash bonuses, etc.)

Section IV: Employee Stock Ownership

Does this company have an employee stock ownership plan (a defined contribution plan in which this company’s stock is held in
a trust for employees)? No Yes (If no, please skip the remaining questions in Section IV.)

Year the ESOP was established:
Percentage of company stock currently held in the ESOP trust;

Percentage of company stock eventually intended to be sold to the employee ownership plan;

Percent of payroll contributed to the plan in 1995:

Percent of payroll allocated in 1995:

Number of employees participating in the plan Number of fully vested employees

Do employee participants receive cash dividends? No Yes (If yes) Total cash amount in 1995;

On what basis is stock allocated to employee accountst W-2 __ W-2ioa cap ______ (If so, what is the cap?)
Shares distributed equally to all participants ____ Other formula (specify)
What, if any, W-2 wages are excluded from the distribution formula?
Total value of ESOP stock held by the plan, as determined in the last valuation

Were there any reductions in compensation (i.e., in wages or other pension benefits) that accompanied the ESOP implementation?
if yes, describe:
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The ESOP was established in whole or in large part: With borrowed funds By company contributions of stock or funds to
buy stock Other (explain)

Check the best answer{s). (You may check more than one.)
The ESOP was formed primarily:
___ as an employee benefit
___to turn employees into owners
___for tax advantages
___to improve productivity
___to purchase stock from a major owner
___to reduce turnover
___ Other (specify}
___Don't know

Section V: Employee Participation (If necessary, please have a human resources manager or other officer respond to the ques-
tions in this section.)

How does your compary keep employees informed about the company’s state of affairs?
__ Newsletter/frequent memos/E-mail/Bulletin board
___ Repular meetings
___ Other (please specify)
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Which, if any, of the following “employee involvement” techniques does your company use?

___ Suggestion systems
___ Quality circles

___Employee task forces

___Autonomous work groups

___ Profit sharing

___ Participative management training
___Labor/management training
___Employees on Board of Directors

___ New employee orientation

___ Other (please specify)
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This table measures the degree of employee influence in various workplace decisions. Please check one column for each row.

EMPLOYEE INFLUENCE

Degree of

Employee
Influence On:

Employees
have no say

Management or employer
decides; employees receive
information

Employee opinions are
sought and considered by
management

Employees decide
jointly with
management

Employees decide
alone or mostly
alone

Warking
conditions

The way jobs are
performed

Pay and other
compensation

Hiring, firing,
personnel
decisions

Selection of
supervisors or
management

Company policy
{e.g., investment
in equipment,
distribution of
profits, planning)

fontion VI Cooporative Owaarship (This seclion is to be filled out by worker cooperatives only.)

Mamborshlp sharo value ls: fixed

Aro nwnare naird notranans disddanda B

variable
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Section VI: Cooperative Ownership (This section is to be filled out by worker cooperatives only.)
Membership share value is: fixed variable

Are owners paid patronage dividends? No Yes

What did it cost to become a member in 19957

What is the total value of all internal capital accounts?

How often does the cooperative pay out to worker-members the value of those internal capital accounts?
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Notes ment p.
surveys
1. Excluded from our sample of ESOP companies are a few Washington State com- compan
panies that had no similar matches available due to their size or uniqueness. We compan
also may have missed some ESOP companies that have not filed an IRS Form 5500 of 429.
in several years, Note that our focus here is on ESOP companies and not companies compan
with stock options or other forms of employee stock ownership. sum of:
2. Included in gross wages are employee coniributions to pension plans, but not 3151031::
company contributions. Also included are overtime pay and bonuses, but not N
stock options. 9. Th.e 809
3. Employees not included in the wage database are those for whom the company s]:u%sxgl
paid no unemployment insurance—generally, highly compensated empioyees, ol )
paid owners, and officers. Of the 37 ESOPs successfully matched with comparison 10. Of thec
companies, 17 said they had employees who were not covered by unemployment particip
insurance; of those, 9 provided salary data that allowed us to calculate the average were ur
salary per uncovered employee ($119,032). For the 68 comparison companies that 11. The fori
were matched with ESOP companies, 7 said they had officers, etc., who were not _
covered by unemployment insurance, and of those, 5 provided salary data that 8= 16l
allowed for the calculation of average salary per uncovered employee ($78,922). b = tota
4, Three ESOP companies held no stock in 1995 because the employer had not yet 3 = :nu::
begun to contribute shares to the trust. In other words, the company had an ESOP,
but the ESOP held no stock. i2. The ave
5. The data was supplied by Larkspur Data Resources on CD-ROM, version 5.1 (Fall monthly
1997 release) (see http://www.larkspurdata.com), Larkspur's data comes from the 23. One-dig
three 5500 forms that companies can file; 5500, 5500CR, and 5500X. Officeo:
6. The participation rate percentages for different wage brackets are sometimes gicfurl:ic:;
greater than the percentage of employment represented by those brackets, which E—
could be a function of the data used to calculate percentages of employment in SIC clod-
each wage sector having come from the Employment Security Department while 84 sary
data used to determine plan participants as a percentage of total employment came 9 is pub
both from survey data and from Employment Security Department data. This .
could result in a scenario in which the person who filled out the survey did not 22 Dataon
provide accurate information about wage brackets for plan participants in 1995, so the AFL
that the numbers in one bracket would be higher and those in another lower, but andane
the overall total would be accurate, On the other hand, there may really be lower presenc
participation in some wage brackets and higher numbers in others, with the higher did ik
numbers resulting from people leaving the company but remaining on the rolls as caution.
plan participants, From the data at hand, we cannot sort out the numbers more 5. The agn
accurately than we have presented here. wageda
7. The higher percentage (compared to the ESOP companies) of control company codes be
employees under $10 an hour and the lower percentage over $14 an hour helps B0
explain the lower median wage for the controls. See the discussion in the “Wages” T3 The reg
section of the main text, 7. In resea
8. The difference in dollar amounts for the comparison companies is easier to correlati
explain. Dollar figures from the 5500 forms represent only those companies that Qrarrey
have a plan (since those without would not have to file a report), while the figures E=ving ¢

for the surveyed controls include those companies that reported having no retire- smweya
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10.

11,

12,

13.

14,

15.

16.
17.

ment plans at all. Only 29% of the matched conirol companiss that returned
surveys reported having retirement plans. Of the total population of control
companies in the wage sample, 349 filed Form 5500 in 1995. Of the 125 control
companies with over 100 employees, 53 filed the form, which equals a return rate
of 429%. If we use the higher percentage as an indicator of the number of control
company firms with retirement plans and weight 5500 responses accordingly, the
sum of average assets per participant for those control companies that filed Form
5500 would be $10,477 ($24,946 X .42), which approximates the $12,735 reported
on the survey.

. The 80% figure is from Corey Rosen of the National Center for Employee Ownex-

ship, whose studies indicate that in a typical ESOP company, 20% of the value in
an ESOP account is diversified out of the stock of the sponsoring company.

Of the other six companies that responded, one distributed shares equally to all
participants, two used years of service in combination with the W-2, and three
were unclear about how they allocated stock,

The formula was ((a/b)* ¢) + d, where

a = total bourly wages for a particular job category (e.g., under $6/hour)

b = total hourly wages for all employees in the company

¢ = sum of the total value of all assets

d = mean number of participants in a particular job category (e.g., under $6/hour)

The average asset values of $12,500 in the comparison companies would equal a
monthly payment of $88.

One-digit SIC, or Standard Industrial Classification, codes, as published in the
Office of Management and Budget's Standard Industrial Classification Manual, are
as follows: SIC code 1 is agriculture, foresiry, fishing, mining, and construction;
5IC codes 2 and 3 are manufacturing; SIC code 4 is transportation, communica-
tions, electric, gas, and sanitary services; $IC code 5 is wholesale and retail trade;
SIC code 6 is finance, insurance, and real estate; SIC code 7 is services; SIC code
8 is services, including legal, engineering, and educational services; and SIC code
9 is public administration.

Data on the presence of a bargaining unit in the company came from three sources:
the AFL-CIO's UNICORE database, the survey of companies that we conducted,
and an earlier version of the Form 5500 database that included an indicator for the
presence of a bargaining unit. It is possible that some companies that have unions
did not make it into one of the databases, so the numbers should be viewed with
caution.

The agreement with the Employment Security Department giving us access to
wage data, company addresses, etc., does not allow us to present a table for all SIC
codes because of the small n in certain cells. However, the effect of unionization
and SIC codes is captured in the regression analysis.

The regression resulis are given in table 15a below.

In research conducted during the 1980s, Michael Quarrey had found a strong
correlation between management philosophy and corporate performance (see
Quarrey 1991). Are companies that indicate a strong management commitment to
having employees become owners more likely to have higher asset values? Our
survey asked for the principal reasons why a company formed an ESOP, and when
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Table 15a. Determinants of Per-Participant Assets, Controlling for T=5]
Workplace Participation _%
Assets per Participant Eecsh

Variahle B (SE) ;l;.;
ESOP (ESOP = 1) 24963.22* (9372.61)* T
Participation -1211.77 {2136.99) S
SIC1 16846.25 {(18483.31) S
SiIC2 . -12327.35 (15099.41) o d
SICS -10337.68 {13857.19) E"—"‘:-
SICH 734334 (14760.32) T
SICT -8783.20 {15255,21) —
sic 212491 (16622.00) v
Company size -12.65 {11.59) I
Constant 22141.35 (13600.17) ey
R? 0.18 ]
Adjusted R? 0.07 P
N 76 Sy
*p < 0.01 s
looking at data from the 5500 forms, we see a strong correlation between checking _:—;—-.::_:_

off “to turn employees into owners” and higher asset values {partial correlation of p—

.61, when controlling for the other answers to the question, significant at the .03
level). There were no statistically significant correlations for any of the other -
answers. However, when looking at that question in relation to survey data, we R
{ind a slightly negative correlation with no statistical significance. So our data -
does not help us sort out any influence that management philosophy may have on o=
asset values (or, more exactly, how the effect of management philosophy on ==
company performance affects asset values). :—-

===

18. Because there is a reasonable question about how typical the companies are that

responded to the survey and that file 5500 reports, table 16a below shows the ==
results for table 16 for each of those subgroups of companies, While the numbers _—
vary somewhat from table 1 in the text (particularly in the wage differences Sy

between the ESOP and the control companies at the 10th percentile), nevertheless
the basic pattern is the same, Table 16b below shows the figures for the ESOP
companies and matches that returned 5500 forms in 1995 (ESOP companies are
included only if there was at least one match for each company, which means that
5500 data are not reported for 14 ESOP companies for which we had data). Again,
the numbers vary slightly from table 1, but the pattern is the same.
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Table 16a. Hourly Wages for ESOP and Control Companies That

Responded to the Survey

ESOP Companies Control Companies
Hourly Wage {n=37) (Weighted n = 37)
Mean hourly wage $18.45 $16.25
Median hourly wage $14.9 $13.06
Hourly wage at 10th percentile $9.00* $8.01*
Hourly wage at 90th percentile $30.04 $25.66
Ratio of 90th to 10th percentile
{Average of all companies) 3.36 3.30
ped

Table 16b. Hourly Wages for ESOP and Control Companies That Filed
Form 5500 in 1995

ESOP Companies Control Companies
Hourly Wage {n=64) (Weighted n = 64)
Mean hourly wage $19.27 $17.08
Median hourly wage $15.14 $14.15
Hourly wage at 10th percentile $9.28 $8.90
Hourly wage at 90th percentile $30.15 $26.96

{n=064)

Ratio of 90th to 10th percentile
(Average of all companies) 3.27 3.09

19. The data for minority and majority owned, leveraged and non-leveraged ESOPs is
as follows:

Wages at the 90th Percentile for Leveraged and Unleveraged,
Majority- and Minority-Owned ESOPs

Leveraged or Not: Majority-Owned ESOPs Minority-Owned ESOPs
Primarily Leveraged $25.28 (n=11) $41.67 (n=6)
Primarily Unleveraged $33.23(n=2) $27.96 (n=11)

20. It is also interesting that 27% of the majority-owned ESOPs are unionized {4 out
of 15), as opposed to 9% of the minority-owned ESOPs (2 out of 22). Given what
we saw above about the effect that unions have on wages at the 10th and 90th
percentiles, this may also help explain the lower wages at the 90th percentile for

majority-owned companies.
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21. Asin the 1992 study, less participatory firms are defined as those that use four or
fewer of the listed participation approaches, and more participatory companies
are defined as those that use five or more. This breaks the ESOP companies into
equal groups of 21 companies. For purposes of regression analysis, we use the sum
of techniques as reported by companies rather than recoding them into the two

groups.

22. The regression results are as follows:

Determinants of Viedian Wage, 10th and 20th Percentile, and Ratio
of Wages in ESOP and Comparison Survey Respondents, Controlling

for Participation

Median Wage 10th Percentile  90th Percentile Ratio 90th/10th
Variable B {SE) B (SE) B (SE} B (SE}
ESOP
(ESOP = 1) 1.80* (0.78)* 0.69 {0.42) 5.89* (2.54y* .36 (0.27)
Participatory  -0.18  (0.16)  -0.08  {0.09)  -1.03* ({0.53)" -0.10*  (0.06)*
Unionized
{l=union) 159 (1.13) 177 (0.61y* -214  (3.68) 073 (0.400*
Cpmpany -0.002* {0.00* 0.000 (0.00) -0.01* (0.000* -0.001™ (0.00)"
size
SICt 416" (1.2 1.24* (0.65)" 7.05* (3.93¢ 0.45 {0.42)
Sic2 2.01*  (1.28* -039 {(069) 129 (4.7 0.08 {0.45)
SIC5 093 {110}  -0.49  {0.59) 2.00 (3.58) 0.30 {0.39)
SIC6 004 {(1.29) 0.06 (069 1053 419 1.15%  (0.45)*
sic7 04 (1300 033 (070 521 (4.2} 0.84*  (046)*
SIC8 5007 (1.62)* 3.9 (0.87y** 9.62* (527} 0.18 {0.57)
Constant 13,017 (1.07)°*  B8.03™ {(0.57) 25.82** (3.47)" 327 (0.38™
R2 0.31 0.26 0.16 0.14
Adjusted R2  0.25 0.20 0.09 0.08
N 134 134 134 134
*p< 01 *Mp<0.05 p < 0.0

23. Another possible explanation of the data is that wage levels in the soon-to-be
ESOPs were growing before the introduction of the ESOP, even though they were
lower than the wage levels in the comparison companies, and that post-ESOP the
growth in wages continued. The work we have done to date does not enable us to
evaluate the alternative explanation,
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could survive on without having to use public subsidies—if the employee
were working full-time and were not living in one of the highest-cost regions
of the state. This means that, on average, at least 25% of the employees in
each ESOP company were below that level. Given the lower wages of $10.61
at the 25th percentile for the control companies (and the fewer number of
hours worked on average per year in those companies), the percentage below
the survival wage would be a bit higher in the controls. A higher wage of
$13.04 at the 25th percentile at union companies (whether ESOP or not)
would equal about 22% of employees at these companies being paid below
the survival level.

Supplementary Compensation Such as
Stock Options

In addition to comparing ESOP and control companies on wages and retire-
ment assets, the survey data we obtained from companies also enables us
to make a comparison on stock options, cash bonuses, and the like. Table
24 listsan average dollar value per wage category for various kinds of supple-
mentary pay. Except for the under $6 an hour category, ESOP companies on
average pay more per employee than do the control compaxnies (though the
comparison is only statistically significant in the $20 to $40 an hour cat-
egory). As with wages and retirement benefits, the value of these benefits to

Table 24. Average Value of Stock Options, Overtime Pay for Exempt
Employees, Cash Bonuses, and Cash Profit Sharing by Wage Category,
for ESOP and Control Companies in 1995

Wage Category ESOP Companies (n=37)  Control Companies (Weighted n = 37)

Under $6 per hour $0 $57
$6-$10 per hour $420 $46
$10-$14 per hour $262 $200
$14-$20 per hour $1,629 $426
$20-$40 per hour $933* $227*
Over $40 per hour $6,149 $2,650

Note: Dollar values for each wage category are calculated by dividing the sum dollar value per
wage category (data from surveys of companies) by the number of employees In that category (data
from Washington State Employment Security Department). Dollar amounts represent the average for
all the companies, whether or not they pay these supplementary benefits; a zero is thus counted in
and is not treated as missing data.

*n<.1






