
Written Statement for the record of the House Committee on Ways and Means, January 
13, 2015, “State of the U.S. economy and policies that can promote job creation and economic 
growth.” 
 
 The following is submitted by The ESOP Association, 1726 M Street, NW, #501, 
Washington, D.C., 20036, phone 202-293-2971.  The person who drafted the following is  
J. Michael Keeling, President, The ESOP Association, email michael@esopassociation.org. 
 
 The ESOP Association is a 501(c)(6) business trade association with approximately 2,800 
members.  Its mission is to educate and advocate for broad-based employee ownership among 
U.S. employees via the ESOP model. 
 
 The statement begins below: 
 
 First, on behalf of the near 2,800 members of The ESOP Association, I thank the House 
Committee on Ways and Means for accepting the Association’s views on our nation’s economy 
and on policies that can promote job creation and economic growth.  My name is J. Michael 
Keeling, President of The ESOP Association. 
 
 Before focusing on why ESOP advocates consider having more broad-based ownership 
in our nation of productive assets through the ESOP model, let me refer all Committee members 
to a statement the Association submitted on March 22, 2013, to the Ways and Means 
Committee’s Pension/Retirement Tax Reform Taskforce.  The statement sets forth details of the 
Ways and Means Committee’s long-time involvement overseeing and endorsing tax laws to 
promote the creation and operation of ESOPs.  It is not attached as I feel sure any member can 
access it upon request to your committee staff. 
 
 But let me cut to the chase. 
 
  The big talk, in so-called left-wing circles, right-wing circles, Republican circles, and 
Democratic circles, is about how can we have policies that grow the economy that rewards more 
Americans? 
 
 Unfortunately some ideas tossed around are geared to policies to raise the wealth/income 
of those in the middle by bringing down the wealth/income of those at the top. 
 
 On the other hand, if policy were adopted to have our economy increase the income and 
wealth of the average pay working men/women without taking from the high income owners of 
productive assets, then there is ample evidence, that in addition to many more in our nation 
having more wealth, our corporations with employee ownership would be more productive, more 
profitable, providing sustainable jobs controlled by U.S. interests. 
 
 Most relevant to the review of jobs and wealth creation for all who work, is shared 
ownership through the ESOP model is an excellent jobs policy, let me explain why: 
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 Having policies that increase the probability that people with jobs will keep their jobs is 
the most important jobs policy Congress can promote, because helping create new jobs is icing 
on the cake when addressing unemployment.   
 
 Data to support policy to keep people in their jobs is from an analysis of the 2010 
General Social Survey that evidenced that men and women working in companies that had 
employee stock ownership were laid off at a rate of less than 4% during the Great Recession 
whereas men and women working in conventionally-owned companies were laid off at a rate 
during the Great Recession of greater than 12%.  (I am not saying that broad-based employee 
stock ownership overcomes all external economic factors.  Some ESOP companies went out of 
business during the Great Recession; some laid off employees in significant numbers.  I know 
many, however, that used very creative practices, such as the work force taking over 
maintenance work, landscaping work, working several weeks on, several weeks off, as well as 
many who just by gosh maintained and grew market share during the Great Recession.  The 
12%-4% data is macro, not micro, data.)  
 
 And by the way, when the Committee thinks of a “job” policy, it is also addressing the 
looming, scary, deficit problem, because when a person works, s/he sends Uncle Sam income 
taxes, Social Security taxes, and Medicare taxes.  Those not working are not sending Uncle Sam 
dough, but sometimes taking dough from Uncle Sam. 
 
 Now you, as our nation’s decision-makers have to ask of all tax favored programs – 
“what do we get in return for taxpayers’ money?”  Setting aside that policies favoring ESOPs 
mean more wealth for retirement while bringing average pay employees to a higher level of 
wealth, ESOPs cost Uncle Same about $1 billion a year, but the fact most of the 10-11 million 
employees of ESOP companies continued to work during the Great Recession compared to 
employees laid off during the Great Recession, resulted in Uncle Same collecting nearly $14 
billion more than if there were no ESOPs, and these companies laid off employees at a rate over 
12%, instead of under 4%. 
 
 Chairman Ryan, Ranking member Levin, and distinguished members, attached are 
summaries of research, mostly very recent, that says, “broad-based employee ownership” is good 
for employees, good for their companies, good for their communities, and good for America, 
because jobs are sustained, wealth of employee owners rise, and Uncle Same can have lower 
deficits.” 
 
 Keeping and expanding a proven policy, more employee ownership via the ESOP model 
can significantly address the questions you review with regards to jobs in our nation, and our 
nation’s economy. 
 
 Thank you. 
 
 
 
Attachment 



 
Employee Owner Impact Corporate Performance Positively 
Overwhelming Evidence ESOP Companies More Productive, More 
Profitable, and More Sustainable, Providing Locally Controlled Jobs 
 
 

 
• During the Great Recession, employee stock owned companies laid off employees at a rate of less than 3%, 

whereas conventionally owned companies laid off at a rate greater than 12%.  (Data source: 2010 General Social 
Survey.) 

 
• Because employees of ESOP companies were four times more likely to retain jobs during the Great Recession, 

Federal government recognized savings of over $14 billion in 2010 compared to tax payments foregone by laid 
off employees of conventionally owned companies; in other words for every $1 in tax expenditures to promote 
employee stock ownership, the Federal government collected $13 in taxes.  (Data Source: 2010 General Social 
Survey analyzed by National Center for Employee Ownership.) 

 
• A survey of 1,400 ESOP companies in 2010 evidenced the average age of the companies’ ESOPs were 15 years, 

and the average account balances for employees were nearly $200,000, much higher than data reported for 
average 401(k) account balances.  (The ESOP Company Survey, 2010, of The ESOP Association’s Corporate 
members.) 

 
• According to 2012 General Social Survey, 13% of employees of employee stock-owned companies were thinking 

of seeking employment elsewhere, whereas 24% of the employees of conventionally-owned companies were 
considering leaving their current job. 

 
• In the summer of 2014, the Employee Ownership Foundation released results from the 23rd Annual Economic 

Performance Survey (EPS) of ESOP companies. Since the Employee Ownership Foundation’s annual economic 
survey began 23 years ago, a very high percentage, 93% of survey respondents, have consistently agreed that 
creating employee ownership through an ESOP was “a good business decision that has helped the company.” It 
should be noted that this figure has been over 85% for the last 14 years the survey has been conducted. In 
addition, 76% of respondents indicated the ESOP positively affected the overall productivity of the employee 
owners. In terms of revenue and profitability --- 70% of respondents noted that revenue increased and 64% of 
respondents reported that profitability increased. In terms of stock value, the majority of respondents, 80%, stated 
the company’s stock value increased as determined by outside independent valuations; 18% of the respondents 
reported a decline in share value; 2% reported no change. The survey also asked respondents what year the ESOP 
was established. Among those responding to this survey, the average age of the ESOP was 16 years with the 
average year for establishment being 1998.  

 
• More than half of the ESOP companies have two retirement savings plan (primarily a 401(k)), whereas more than 

half of all companies have no retirement income savings plan.  (Analysis of forms 5500, and Bureau of Labor 
Statistics by the National Center for Employee Ownership, funded by the Employee Ownership Foundation.) 

 
• The average ESOP company (less than 200 employees) has sales $9 million more per year than its non-employee 

owned comparable competition.  (June 2008 Dissertation, Dr. Brent Kramer, CUNY.) 
 

• A study of 1100 ESOP companies over eleven years compared to 1100 comparable conventional owned 
companies evidenced the 1100 ESOP companies had better sales, more employment, and were more likely over 
the period to remain independent businesses by 16%.  (Most detailed study of ESOP companies by Dr. Joseph 
Blasi, and Dr. Douglas Kruse, tenured professors, Rutgers University School of Labor and Management, 1999.) 

 


