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ABSTRACT

ESOP is a human resource management program by giving proportion of company stock to the employee. Many previous researches showed mixed results between ESOP and company financial performance. Hence, this research is addressed to analyze the relationship of company’s profitability with ESOP implementation. There are 3 profitability ratios which are set as variable measurement. They are ROA (Return on Asset), ROE (Return on Equity), NPM (Net Profit Margin) from 2008-2015. The data population is only for listed companies in Indonesia Stock Exchange. The source of data is collected from IDX. This study uses purposive sampling with defined criteria that result 7 qualified companies as population. Kolmogrov-Smirnov test will be conducted as the first stage. Then, Paired Samples T-test will be used for normal distribution data calculation, while Wilcoxon Signed Rank test will be for the opposite as a nonparametric statistics tool. The expected findings for this research are: 1) ESOP positively increase ROA; 2) ESOP positively increase ROE; 3) ESOP significantly increase NPM. This research can be useful for 1) Indonesian companies to consider whether to adopt ESOP or not; 2) Investors to consider whether it will be wise or not to invest in Indonesian companies that adopt ESOP.
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1. INTRODUCTION
1.1. Background
Companies invest a lot on their employees in terms of induction and training, developing, maintaining and retaining them in their working environment. It is determined that employees have major contributors in achieving company goals. (Abbasi et al. 2000). But, nowadays, increasing rate of employee turnover has been an issue arising among companies. Employee turnover rate is a percentage of employees in a workforce that leave in a certain period of time. One of the many reasons of increased rate of labor turnover is the differences in shareholder’s and employee’s interest, or known as agency cost (Fleishman, 1962). With all the privilege that managers or employees have, they tend to take actions that would yield results in their best interest, instead of the shareholder’s (Astika, 2006).This phenomenon is negatively affecting the company performance, including the financial. Nevertheless, having all the employees with same interest with the shareholder is a rare situation. On the other hand, if all the employees have the same goals as the company, it is likely that they would increase the company financial performance (Abdulrahman, 2012).
[bookmark: _GoBack]Since it is created in 1950, ESOP has been widely adopted by companies all around the world as a tool to achieve various goals related to agency cost issue. The basic system to implement the program is for company that adopts ESOP giving parts of its shares annually and putting them into “trust” account. “Trust” account is an individual account reserved for employees and will be opened when company gives its own shares based on employees’ performance, salary, position, or working hours. But, nowadays, ESOP is modified into the most suitable system for each country. In United States, ESOP incentive is implemented as defined contribution program, in the form of retirement plan under IRS codes, which became a qualified retirement plan in 1974. It is also supported by the US companies and government to improve labor welfare and the economic and social status of employees. According to Employee Shareholders Association (2017) while less than a dozen company that had implemented ESOP existed in the United States in 1965, today over ten thousand companies have already adopted the ESOP. In 1500 U.S companies, employee hold the majority of stock. In 1998, some non-public companies in Indonesia had started to implement ESOP. The program was quickly adopted by other non-public companies until the first regulation related to ESOP, Statement of Financial Accounting Standard No. 53, was created. Furthermore, it continued to spread as breakthrough innovation until listed public companies started to adopt ESOP. Nowadays, in Indonesia, ESOP is being developed by Badan Pengawas Pasar Modal (BAPEPAM). BAPEPAM adopted ESOP in the form of retirement plan designed to receive the company's contribution to a fund manager to do investing in company shares for the benefit of employees (BAPEPAM, 2002). As explained above, every company in various country has their own specific purpose as their reason to adopt ESOP. According to BAPEPAM (2002), one of the reasons for Indonesian companies to implement ESOP is giving incentives for the employee and/or the executive who contribute the most and deliver good performance to the company. It also would motivate the employees to be in the same interest with shareholders as they would also play a role as one. Other advantages of ESOP is that it is expected to increase the employee’s sense of belonging for the company, hence they will put more concern and effort upon their works for the company. In addition, this leads to company’s expectation that the employee would have long term commitment upon the company. Furthermore, by having long term committed employee, the company could expect that they would decrease the rate of labor turnover and increase the company financial performance.
Anwar and Baridan (2006) stated that ESOP is a powerful tool to reduce agency cost in the company since the incentive by giving proportion of the company for the employee appeared to be a good strategy and did reduce the conflict interest between employees and shareholders. Nevertheless, previous studies have examined the effect of ESOP adoption using Japanese, Korean, and US data and have obtained mixed results. Consistent with the tax-saving benefit of ESOPs in the US, Gordon and Pound (1990) and Beatty (1995) document positive adoption effects. However, the effect on the post-adoption performance, which is indicative of employee incentives, is ambiguous. Kumbhakar and Dunbar (1993), Jones and Kato (1995), and Cin and Smith (2002) report higher post-adoption productivity for ESOP firms, while others, including USGAO (1987) and Conte et al. (1996), do not find a clear, positive effect of ESOPs on performance. Indeed, Conte et al. find that the relation between ESOPs and corporate performance runs in the opposite direction: while firms with higher financial returns are more likely to sponsor an ESOP, the adoption of an ESOP does not lead to better performance for such firms.

1.2. Literature Review
An agency cost is an economic concept concerning the fee to a "principal" (an organization, person or group of persons) when the principal chooses or hires an "agent" to act on its behalf. Because the two parties have different interests and the agent has more information, the principal cannot directly ensure that its agent is always acting in its (the principal's) best interests. (Hill and Jones, 1992)
The agency cost arises due to an issue with incentives. An agent may be motivated to act in a manner that is not favorable for the principal if the agent is presented with an incentive to act in this way. The agency cost may be minimized by altering the structure of compensation. (Jensen and Meckling, 1976)
John E. Gamble (2002) examined how management approaches to ESOP implementation affects employee work‐related attitudes such as job satisfaction and job involvement. The results indicated positive linkages between the instrumentally and extrinsically satisfying aspects of ESOP, job satisfaction, and job involvement.
An employee stock ownership plan, or ESOP, is a retirement plan that invests in just one asset: the employer's stock. The company places stock in the ESOP for workers, and at retirement, they get to draw it out. If the company's done well, the employee can sell the stock and turn a profit. Different ESOPs use different methods to fund the account. (Chowdhury, 2004)
Employee ownership can be accomplished in a variety of ways. Employees can buy stock directly, be given it as a bonus, can receive stock options, or obtain stock through a profit sharing plan. Some employees become owners through worker cooperatives where everyone has an equal vote. But by far the most common form of employee ownership in the U.S. is the ESOP, or employee stock ownership plan. By 2014 6,717 plans exist covering 14.1 million employees. (Hockett, 2007)
Companies can use ESOPs for a variety of purposes. Contrary to the impression one can get from media accounts, ESOPs are almost never used to save troubled companies—only at most a handful of such plans are set up each year. Instead, ESOPs are most commonly used to provide a market for the shares of departing owners of successful closely held companies, to motivate and reward employees, or to take advantage of incentives to borrow money for acquiring new assets in pretax dollars. In almost every case, ESOPs are a contribution to the employee, not an employee purchase. (Lim, 2012)
According to Bapepam (2002), there are two main rules governing the implementation of ESOP in Indonesia; Bapepam. IX.A.7 suggests that employee get priority allotment for up to 10% of total public offerings. Second, Bapepam. IX.D.4 regulates that issuers can increase equity, without giving shareholders pre-emptive rights. Within a period of three years, additional capital can be more than 5% paid up. Based on the regulation, many issuers use this rule to increase the shares up to 5% of the total paid-up capital in the framework of the ESOP program.  This rule also regulates the disclosure required to increase equity without public offering, is limited only  in analysis and discussion by management about financial conditions, pro forma company, effect of increasing equity to shareholders after adding equity, and the reason for the  addition of equity without the order is the best option. (BAPEPAM, 2002)
The company must also follow regulations governing the exercise price of the shares issued in adding equity without pre-emptive rights. The exercise price must be at least equal as the market price of the stock in the regular market. (BAPEPAM, 2002)
Kruse and Blasi (1997) summarize eleven studies evaluating comparison of performance before and after adoption of the ESOP, ESOP to non-ESOP firms, and post-adoption performance to matched non-ESOP firms. Most of the studies find small positive, but statistically insignificant effects. Only two of the studies, on post-adoption performance (Kumbhaker & Dunbar 1993; Mitchell et al., 1990), find significant differences. Park and Seng (1995), additionally, find significantly better post-adoption performance, but only in firms with outside block holders (possibly due to greater monitoring of management). Conducting meta-analytic statistical tests on all eleven studies, Kruse and Blasi (1997) are able to conclude that on average in all the performance categories, ESOP companies do better per year than non-ESOP companies and that companies do better post-adoption than pre-adoption. They estimate the average effect across tests and across studies to be approximately 4% annually.
Wei-Ning Chen and Chen-Yi Hsu (2008) in “Corporation Financial Performance and Market Reaction to ESOP: Evidence from Taiwan” stated that ESOP was not only created to reduce agency cost, but also to improve company’s ability to generate earning since the employee’s job involvement is also increased. In a study conducted for 78 firms with ESOP firms with ESOP were found to be 1.5 times more profitable than the conventional firms (Conte and Tannenbaum, 1978).
Financial ratios are mathematical comparisons of financial statement accounts or categories. These relationships between the financial statement accounts help investors, creditors, and internal company management understand how well a business is performing and of areas needing improvement (Reilly, Brown, 2006). Financial ratios are divided into liquidity ratio, solvency ratio, efficiency ratio, and profitability ratio. Since, Chen and Hsu (2008) stated that ESOP was also created to improve company’s ability to generate earning, it is suitable to use profitability ratio to conduct the study.
From the description of each variable above, there are two hypotheses that are formed for this research, which are as follows:
Ho = there is no significant difference in company financial profitability between before and after ESOP treatment upon a company 
H1 = there is significant difference in company financial profitability between before and after ESOP treatment upon a company	
The hypotheses are going to be the guideline to prove whether the ESOP has significant influence towards company financial performance. In the end, the researcher is going to be able to conclude the relationship between ESOP and company financial profitability.
2. DATA
	In this research, all Indonesian companies listed in Indonesia Stock Exchange and implement ESOP during 2011-2012 are set to be population. The sample size determination technique to collect the precise sample is by conducting purposive sampling method which use some criteria decided by the researcher that fulfill the needs of this research. Criteria that are used during this research:
1. Non-bank companies listed in Indonesia Stock Exchange. The reason that bank companies are excluded is because they have different financial regulation and policy that might affect the data. (The Indonesia Financial Services Authority, 2008)
2. Indonesian companies that adopt ESOP in 2011-2012 since the complete financial report of Indonesian public companies only exist within the time frame of 2008-2015.
The sources of data for this research classified as secondary data category. The data is gathered from some sources:
1. The list of companies with ESOP implementation gathered from Indonesia Capital Market Directory (ICMD) from 2008 until 2015.
2. Annual Financial Statement of companies that adopt ESOP gathered from Indonesia Capital Market Directory (ICMD) and Indonesia Stock Exchange (IDX) from 2008 until 2015.

Hence, there has been chosen 7 companies that adopt ESOP in 2011-2012:

Table 1: Seven Sample Companies
	No
	Stock Code
	Company Name
	ESOP Adoption Year

	1
	INDY
	PT. Indika Energy
	2011

	2
	BWPT
	PT. BW Plantation
	2011

	3
	APLN
	PT. Agung Podomoro Land
	2012

	4
	DOID
	PT. Delta Dunia Makmur
	2012

	5
	KPIG
	PT. MNC Land
	2012

	6
	POLY
	PT. Asia Pacific Fibers
	2012

	7
	WINS
	PT. Wintermar Offshore Marine
	2012



		Since all the information is collected from secondary data in the form of company financial report, the numbers have to be measured into profitability ratio. Profitability ratio indicates how well a firm is performing in terms of its ability to generate profit. Due to limited source of data, the profitability ratio would be measured from 3 years before ESOP implementation and 3 years after ESOP implementation. The profitability ratio consists of ROA, ROE, and NPM, are measured for 3 years period before and after ESOP implementation.


3. METHODOLOGY
In order to test the normality distribution, Kolmogrov-Smirnov test is conducted. Then, Paired Samples T-test will be used for normal distribution data calculation, while Wilcoxon Signed Rank test will be for the opposite as a nonparametric statistics tool. 
3.1. Normality Test
	In statistics, normality test is addressed to determine the proper statistics tools to be used in this research as well as to figure out if data is well-modeled by a normal distribution. If the data is a normal distribution then parametric statistics is appropriate to use. In contrary, if the data is not well-modeled then nonparametric statistical analysis is appropriate. 

	There are some tests of univariate normality include Kolmogrov-Smirnov (KS), Shapiro-Wilk, Lilliefors, and Anderson-Darling test. The author use Kolmogrov-Smirnov for this research in the ground of it is more common, easier calculation, simpler, and therefore hopefully will not lead to any misperception. The basic concept of Kolmogrov-Smirnov is to compare the data distribution (the research data, and also called as p-value) with standard normal distribution using two-tailed test. In this test, there is 5% of significant level set as indicator (= 0.05). If the resulting p-value is above the significant level means the data is normal distribution and vice versa. 
    		P-value > 0.05, means the data is normally distributed
    		P-value < 0.05, means the data is not normally distributed
3.2. [bookmark: _Toc486793879]Statistical Hypothesis Testing
	In this stage, the objective is to develop further judgment about whether ESOP affect company financial performance and yield significant differences between before ESOP implementation period and after ESOP implementation period. Hypothesis testing is divided into two types which are paired t-test for normally distributed data and Wilcoxon Signed Rank for non-normally distributed. 

a) Paired Sample T-test
	The hypothesis testing for the normal distribution data is Paired Samples T-Test which has a function to compare the relation of before and after events (non-independent samples). The steps for this test are:
1. Construct hypothesis
2. Decide the level of significance as 5% (= 0.05)
3. Testing criteria to define the result
    		Accept Ho if p-value > 0.05
   	 	Accept H1 if p-value 0.05

b) Wilcoxon Signed Rank Test
Hypothesis testing for not normally distributed data is using Wilcoxon Signed Rank Test. It is a nonparametric statistical tool to compare two related samples or repeated measurement on a single sample to indicate whether their population has different ranks or not. There are several assumptions regarding this test:
1. Data are paired and come from the same population
2. Each pair is chosen randomly and independently
3. The data are measured at least on an ordinal scale (cannot be nominal)
This test is calculated using the same criteria as the Paired Samples T-Test.

4. RESULT AND ANALYSIS
	In the interest of identifying whether the data from each profitability ratio is normally distributed or not, the normality test has to be conducted. Normality test is the initial step towards further judgment in finding the impact and/or correlation among variables. The normality test is utilizing the function of Kolmogorov-Smirnov calculation, as in comparison of other functions, it is more common and simpler to apply. The indicator for Kolmogorov-Smirnov normality test by the term where p-value is above the significant level, which is 0.05, the data is confirmed to be normally distributed. The variable with normally distributed data will be analyzed using paired t-test as measurement function. On the other side, if the data is not normally distributed, then it will be analyzed by Wilcoxon Signed Rank test. 
4.1. [bookmark: _Toc486793881]ROA
a. Normality Test Result
	The Kolmogorov-Smirnov test shows that ROA before ESOP implementation has 0.0722 means and 0.0762 standard deviation. Meanwhile, ROA after ESOP implementation has lower score with 0.0404 means and 0.05087 standard deviation.

	In SPSS, the p-value result of Kolmogorov-Smirnov shows in the Asymp. Sig. (2-tailed) row. As shown in Table 2, the data from ROA before the companies implemented ESOP has p-value of 0.2, which is higher than the significant level of 0.05. This means ROA before ESOP implementation is normally distributed and must be analyzed in paired t-test. 

	In addition, ROA after ESOP implementation also has normally distributed data. With p-value of 0.126, it is more than the significant level of 0.05. This means the data from ROA after ESOP implementation has to be analyzed in paired t-test.

Table 2: Kolmogorov-Smirnov Test for ROA
	One-Sample Kolmogorov-Smirnov Test

	
	ROA before
	ROA after

	N
	21
	21

	Normal Parametersa,b
	Mean
	.0722
	.0404

	
	Std. Deviation
	.07062
	.05087

	Most Extreme Differences
	Absolute
	.149
	.168

	
	Positive
	.149
	.100

	
	Negative
	-.086
	-.168

	Test Statistic
	.149
	.168

	Asymp. Sig. (2-tailed)
	.200c,d
	.126c



b. Statistical Hypothesis Testing Result
	As stated above in the normality test result, the data from ROA is normally distributed and must be analyzed in paired t-test. The Paired Samples t Test compares two means that are from the same individual, object, or related units. The two means typically represent two different times (e.g., pre-test and post-test with an intervention between the two time points) or two different but related conditions or units (e.g., left and right ears, twins). The purpose of the test is to determine whether there is statistical evidence that the mean difference between paired observations on a particular outcome is significantly different from zero. In this statistical hypothesis testing, paired t-test is used to identify whether there are any significant difference in companies’ ROA that is caused by ESOP implementation.

	By utilizing SPSS, paired t-test shows the combined mean and standard deviation of the ROA pairs. As shown in Table 4, the combined ROA data has 0.3172 of mean and 0.091 of standard deviation. 

	The evidence of whether there are any significant difference or not could be found in Sig. (2-tailed) column. Sig. (2-tailed) in the output is the two-tailed p-value. The result of p-value for ROA is 0.126 which is higher than the 0.05 significance level. Hence, the Ho is accepted. This means that there is no significant difference in companies’ ROA between before ESOP implementation and after ESOP implementation period.

Table 4
	
Paired T-Test for ROA

	
	Paired Differences
	t
	df
	Sig. (2-tailed)

	
	Mean
	Std. Deviation
	Std. Error Mean
	95% Confidence Interval of the Difference
	
	
	

	
	
	
	
	Lower
	Upper
	
	
	

	ROA before
	ROA after
	.03172
	.09093
	.01984
	-.00967
	.07311
	1.599
	20
	.126




4.2. [bookmark: _Toc486793882]ROE
a. Normality Test
	As shown in the Table 5, The Kolmogorov-Smirnov test of ROE before ESOP implementation has -0.0284 mean and 0.3458 of standard deviation. On the other side, ROA after ESOP implementation has significantly higher score with 25.53 of mean and 116.71 of standard deviation.

	The data from ROE before the companies implemented ESOP has p-value of 0, which is lower than the significant level of 0.05. This means ROA before ESOP implementation is not normally distributed and must be analyzed in Wilcoxon Signed Rank. 

	Also, ROE after ESOP implementation also has the p-value of 0. It is also less than the significant level of 0.05. This means the data from ROA after ESOP implementation is not normally distributed and has to be analyzed in Wilcoxon Signed Rank.


Table 5:Kolmogorov-Smirnov Test for ROE
	One-Sample Kolmogorov-Smirnov Test

	
	ROE before
	ROE after

	N
	21
	21

	Normal Parametersa,b
	Mean
	-.0284
	25.5329

	
	Std. Deviation
	.34580
	116.71031

	Most Extreme Differences
	Absolute
	.278
	.538

	
	Positive
	.232
	.538

	
	Negative
	-.278
	-.412

	Test Statistic
	.278
	.538

	Asymp. Sig. (2-tailed)
	.000c
	.000c



b. Statistical Hypothesis Testing Result
	After conducting the normality test for ROE, the result from Kolmogorov-Smirnov shows the data from ROE is not normally distributed and must be analyzed in Wilcoxon Signed Rank. The Wilcoxon Signed Rank test is the nonparametric test equivalent to the paired t-test. As the Wilcoxon Signed Rank test does not assume normality in the data. It can be used when normality assumption has been violated and the use of the paired t-test is inappropriate, which is the current situation for the data from ROE. 

	Wilcoxon Signed Rank test is used to compare two sets of scores that come from the same participants. This can occur to investigate any change in scores from one time point to another. In this statistical hypothesis testing, paired t-test is used to identify whether there are any significant difference in companies’ ROE by 3 years before ESOP implementation and 3 years after ESOP implementation.

	In Wilcoxon Signed Rank test, the hypothesis testing is done by identifying the critical Z-value. As shown in Table 6, the ROE has Z-value of -1.58. The evidence of whether there are any significant difference or not could be found in Asymp. Sig (2-tailed) row. Asymp. Sig (2-tailed) in the output is the two-tailed p-value. The result of p-value for ROE is 0.114 while the significance level is 0.05. This means the p-value of ROE is higher than the 0.05 significance level. Hence, there is no significant difference in companies’ ROE between before ESOP implementation and after ESOP implementation period.
[bookmark: _Toc485326992][bookmark: _Toc486793911]Table 6: Wilcoxon Signed Rank Test ROE
	Test Statisticsa

	
	ROEafter - ROEbefore

	Z
	-1.581b

	Asymp. Sig. (2-tailed)
	.114


4.3. [bookmark: _Toc486793883]NPM
a. Normality Test
	Similar with the data from ROA and ROE, NPM has to be tested in Kolmogorov-Smirnov test. NPM before ESOP implementation has 0.2308 mean and 0.183 of standard deviation. Meanwhile, NPM after ESOP implementation has lower mean with 0.16 and 0.176 of standard deviation. 

	Table 7 shows Asymp. Sig (2-tailed) for both NPM before ESOP implementation and after ESOP implementation are 0.2. The p-value of both NPM before and after ESOP implementation are higher than significance level, which is 0.05. This means that data from both NPM periods have to be analyzed in paired t-test.

Table 7: Kolmogorov-Smirnov Test for NPM
	One-Sample Kolmogorov-Smirnov Test

	
	NPM before
	NPM after

	N
	21
	21

	Normal Parametersa,b
	Mean
	.2308
	.1607

	
	Std. Deviation
	.18262
	.17582

	
	
	
	

	Most Extreme Differences
	Absolute
	.088
	.135

	
	Positive
	.088
	.135

	
	Negative
	-.079
	-.111

	Test Statistic
	.088
	.135

	Asymp. Sig. (2-tailed)
	.200c,d
	.200c,d



b. Statistical Hypothesis Testing Result
	Similar to the result of ROA, the data from NPM is normally distributed and must be analyzed in paired t-test. For this statistical hypothesis testing, paired t-test is used to measure the comparison between NPM in 3 years before ESOP implementation and NPM in 3 years after ESOP implementation due to identifying any significant difference between both periods.

	The test is also conducted in SPSS which shows the combined mean and standard deviation of the NPM pairs. As shown in Table 8, the combined NPM data has 0.702 of mean and 0.143 of standard deviation. 

	Nevertheless, the part that shows evidence of any significant difference could be found in Sig. (2-tailed) column in the form of p-value. The result of p-value for NPM is 0.036 which is lower than the 0.05 significance level. This means there is significant difference in companies’ NPM in the 3 years before ESOP implementation and 3 years after ESOP implementation period.

[bookmark: _Toc485326993][bookmark: _Toc486793913]Table 8: Paired T-Test NPM
	

	
	Paired Differences
	t
	df
	Sig. (2-tailed)

	
	Mean
	Std. Deviation
	Std. Error Mean
	95% Confidence Interval of the Difference
	
	
	

	
	
	
	
	Lower
	Upper
	
	
	

	NPM before
	NPM after
	.07017
	.14321
	.03125
	.00498
	.13536
	2.245
	20
	.036



4.4. [bookmark: _Toc486793884]Result Discussion
	By conducting Kolmogorov-Smirnov normality test and the statistical hypothesis testing, the results are analyzed in the discussion to achieve the research objectives.
[bookmark: _Toc485326994][bookmark: _Toc486793914]Table 9
	Normality Test

	 
	ROA before
	Normality
	ROA after
	Normality

	P-value
	0.2
	+
	0.126
	+

	 
	ROE before
	 
	ROE after
	 

	P-value
	0.001
	-
	0
	-

	 
	NPM before
	 
	NPM after
	 

	P-value
	0.2
	+
	0.2
	+



From Table 9, the Kolmogorov-Smirnov normality test is interpreted as follow:
1. P-value of both ROA data are more than significant level, as ROA before ESOP adoption is 0.2 > 0.05, and ROA after ESOP adoption is 0.126 > 0.05. This means data from ROA must be conducted in paired t-test.
2. P-value of both ROE data are less than significant level, as ROE before ESOP adoption is 0.001 < 0.05, and ROE after ESOP adoption is 0 < 0.05. This means data from ROE must be conducted in Wilcoxon Signed Rank test.
3. P-value of both NPM data are more than significant level, as NPM before and after ESOP adoption is 0.2 > 0.05. This means data from NPM must be conducted in paired t-test. 
[bookmark: _Toc485326995][bookmark: _Toc486793915]Table 10
	Variable
	Type of testing
	Result of P-value
	Interpretation

	ROA
	Paired t-test
	0.126
	No significant difference

	ROE
	Wilcoxon Signed Rank
	0.114
	No significant difference

	NPM
	Paired t-test
	0.036
	There is significant difference



The paired t-test is interpreted as follow:
1. P-value of ROA data is more than significant level, as 0.126 > 0.05. This means Ho is rejected and there is no significant difference found between before ESOP implementation period and after ESOP implementation period.
2. P-value of NPM data is less than significant level, as 0.036 < 0.05. This means Ho is accepted and there is significant difference found between before ESOP implementation period and after ESOP implementation period.
The Wilcoxon Signed Rank test is interpreted as follow:
1. P-value of ROE data is more than significant level, as 0.114 > 0.05. This means Ho is rejected and there is no significant differences found between before ESOP implementation period and after ESOP implementation period.
	As shown on Table 10 regarding the statistical hypothesis testing analysis, there are no significant differences in ROA and ROE between before and after ESOP implementation. On the other side, from paired t-test of NPM, the result shows that there is significant difference of companies' between before ESOP implementation period and after ESOP implementation period. 

	From the statistical hypothesis testing conducted with SPSS, it is found that ESOP contribute significant difference in company’s NPM. NPM or net profit margin indicates how much of a company’s revenues are kept as income. The increasing NPM from before to after ESOP implementation period means company is getting a bigger portion of income from the revenue compared to when the company has not adopt ESOP. This is similar to what Pugh found in 2005 that ESOP improves NPM of the company. 

On the other hand, Pugh also found that ESOP affects ROA and ROE significantly. But, based on the statistical hypothesis testing that has been conducted, the findings failed to indicate any significance difference in ROA and ROE between before ESOP implementation and after ESOP implementation. The findings are more congruent with Borstadt and Thomas (1995) research in which indicates that they could not find any significant difference to show that ESOP affects company’s ROA and ROE.
5. CONCLUSIONS AND SUGGESTIONS
This research studies the effect of ESOP on seven Indonesian public companies’ financial performance by measuring the profitability ratio. ROA, ROE, and NPM are the chosen variable for this research since they are the most common ratio to measure profitability ratio. Since there are criteria that need to be required in order to gather the relevant information, the data is collected by using purposive sampling from Indonesian public companies’ as population. The analysis is based on the companies’ financial report of 3 years before the ESOP implementation and 3 years after the ESOP implementation. The 3 years time dimension is selected since current researches in Indonesia already proved the effect of ESOP in Indonesia company financial performances in shorter time period. Furthermore, all the data are analyzed in normality test before processed in statistical hypothesis testing, which are Paired T-Test sample for normally distributed data and Wilcoxon Signed Rank for non-normally distributed data. 

Then, by examining the comparison through the test between both periods, this research shows mixed result about the effect of ESOP towards company financial performances in the terms of profitability.  ESOP does not affect ROA and ROE of Indonesian public company, while the statistical hypothesis testing shows that there is significant difference for the Indonesia public companies’ NPM from 3 years before the ESOP implementation and 3 years after it is implemented. This research will significantly benefit Indonesia companies in terms of better understanding the effect of employee stock ownership plan implementation. Besides, it will also benefit the investors to consider whether it will be wise or not to invest in Indonesian companies that adopt ESOP.

	For the company whose objective is to improve the NPM, ESOP program can be the best alternative solution. Nevertheless, ESOP is not a suitable program for companies whose goals to increase ROA and ROE in three years time since the result shows no impact in both ratios caused by ESOP implementation. In addition, this recommendation could only be applied in public company since the population of this research does not include non public companies.

For the future researcher, this research could be improved by measuring more ratios in financial performance instead of the profitability ratio. Since this research is only using three years financial reports, the results for this research shows that the NPM is the only variable that is significantly improved from using the ESOP, it will be better if the future researcher use the financial report more than three years to find evidence of significant result in financial ratios other than NPM. On the other hand, by making the findings on this research as a benchmark, future researcher could continue to conduct tests to measure how much exactly ESOP impact the differences in NPM.
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