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Abstract
Interest in proﬁt-sharing and employee ownership is growing among both practitioners and
researchers. This study examines the relationship between the preferences and perceptions of
employees regarding an ongoing share ownership plan on the one hand, and the employees’
affective organizational commitment on the other. After controlling for various personal and
work-environment characteristics and for size of the ﬁnancial contribution it was found that
preference for ownership and the perceived fairness of the employee ownership plan were
signiﬁcant predictors of affective commitment. These ﬁndings support the notion that
employee ownership may have intrinsic motivating effects on employees by way of a mediating
mechanism, whereby the effects of ownership on organizational commitment depend on how
employees evaluate and perceive formal ownership plans. r 2002 Elsevier Science Ltd. All
rights reserved.
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1. Introduction
In most industrialized countries and in some of the emerging market economies
the last 15 years or so have seen a growing interest in the possible linkages between
ﬁnancial participation, employee attitudes and ﬁrm performance (e.g. Baddon,
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Hunter, Hyman, Leopold, & Ramsay, 1989; Bradley & Smith, 1992; Jones & Pliskin,
1997; Langeland, 1999; Pendleton, Wilson, & Wright, 1998; Smith, 1988). A great
many different formal arrangements fall under the general rubric of ﬁnancial
participation. The speciﬁc employee ownership plan to be examined below implies
that employees receive company-wide proﬁt-based bonuses once a year in the form
of company stock. The plan can thus be characterized as an organization-wide
collective incentive scheme that combines proﬁt-sharing and employee ownership.
This type of ﬁnancial participation seems able to generate favourable employee
attitudes and behaviour, without evoking many of the problems that critics have
often associated with ﬁnancial reward systems. First, a plan of this kind involves no
extra control of individual work behaviour. There is consequently little risk that the
incentive system will reduce the recipients’ perceived self-determination or
competence, either of which outcome could undermine their intrinsic motivation
(e.g. Deci, Ryan, & Koestner, 1999; Kohn, 1993a). Further, as an organization-wide
incentive system, it focuses on organizational rather than individual gains, and is
thus more likely to encourage cooperation than to provoke sub-optimal internal
competition (e.g. Kendrick, 1987; Kohn, 1993b). Finally, the very fact of ownership
is thought to increase employee commitment to the organization by establishing
long-term common interests with the employer or owner. This type of ﬁnancial
participation is thus often seen as a useful mechanism for enhancing corporate
morality and loyalty, supporting a feeling of partnership, psychological attachment,
teamwork, cooperation and work effort, as well as reducing costs, all of which in
turn have a positive implication on organizational performance and competitiveness
(e.g. Pendleton et al., 1998). To date, however, the idea that ownership as such has a
motivating effect on employees has received little empirical support. Psychological
and econometric employee ownership research both seem to suggest that it is not
ownership in itself, but the size of the ﬁnancial reward it provides that is important
(Bell & Hanson, 1984; French, 1987; Klein & Rosen, 1986; Klein, 1987; Kruse,
1993). Further, the lack of support for intrinsic feelings of ownership has been taken
as evidence that intrinsic motivation is of limited use in explaining the relationship
between ownership and attitude (e.g. Buchko, 1992; Klein, 1987).
An alternative interpretation of these ﬁndings is that the ownership arrangements
studied in most research up to now have not succeeded in engendering psychological
or perceived ownership in the minds of the employees. According to Pierce,
Rubenfeld, and Morgan (1991), the degree to which employee ownership generates
social-psychological or behavioural effects depends on how the employees evaluate
and perceive the ownership arrangements (Pierce et al., 1991). In the present study I
explore the intrinsically motivating potential of employee ownership by investigating
the relationship between ownership-related preferences and organizational commitment. More speciﬁcally, the research question concerns the employees’ preferences as
regards ownership (i.e. shares in the company versus cash) and the perceived fairness
of the ownership plan, and how these are related to their affective organizational
commitment. The size of the ownership contribution is controlled for. In addition,
since affective organizational commitment is inﬂuenced by a number of individual
and contextual factors (see Iverson & Buttigieg, 1999), several personal variables

