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1. Purpose Of This Paper 
 
This paper serves as a brief introduction to the topic of employee ownership1, applying the concept of 
an ESOP (an acronym for „Employee Stock Ownership Plan“), developed in the USA and modified by the 
Slovenian Institute for Economic Democracy into the eurESOP to be applicable within European legal 
frameworks. 
 
Additionally, the paper offers a brief insight into relevant legislation at the European Union level. It 
highlights the ongoing legislative process and progress within the Member State of Slovenia in the field 
of employee ownership. It further gives insights into the state of play in North Macedonia, as a country 
where the legislative process and discussion for employee ownership models is at statu nascendi.     
 
Lastly, the paper comments on further aspects that ought to be considered for effective implementation 
and the challenges currently faced. 
 
2. Some Relevant Legal Framework in the European Union 
 
Although the topic of employee ownership does seem rather unheard of within usual legal and political 
discussions, this does not mean it has never been addressed or acknowledged by the European Union 
or its Member States. A positive movement can be seen within every major EU institution (the 
Parliament, Commission, Council of the EU, and the Court of Justice). Due to the brevity of the paper, 
only two acts of the Commission and Parliament are presented.  
 

2.1. European Commission: The Social Economy Action Plan (2021) 
 
One of the most important acts from the Commission is its announcement of its Social Economy Action 
Plan2. Its goal is to support the development of the social economy3 and in doing so, it focuses on three 
main points: a) creating a supportive framework for the social economy to thrive, b) opening 
opportunities for the social economy, and c) enhancing the recognition of the social economy and its 
potential. A very important aspect here that the Commission mentions is access to finance, a crucial 
problem in the social economy. 
 

2.2. The Court of Justice of the European Union: Tax Incentives for Cooperatives 
(2011).4 
 
This judgment regarding the legality of tax incentives given to cooperatives in Italy is groundbreaking for 
any attempt to legislate cooperatives, as it justifies tax incentives given to social enterprises. Given this 
judgment, any legislator may rest assured that tax incentives given to cooperatives, under which we 
could count ESOPs, will not only be seen as legal but also as necessary. 
 

 
1For the purposes of this paper, employee ownership means that a worker within a company also holds some sort of 
ownership rights, e.g. stock, over the company. 
2Accessible via: https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-
economy-and-inclusive-entrepreneurship/social-economy-action-plan_en. 
3Social economy is an economy, comprised of social enterprises. A social enterprise is, according to the Commission, an 
operator whose main goal is to have a social impact, not to generate profit for its owners or shareholders. Moreover, when 
profit is created, it is reinvested to achieve its social objective and in general, a social enterprise is governed by democratic 
principles. For more, see: https://single-market-economy.ec.europa.eu/sectors/proximity-and-social-economy/social-
economy-eu/social 
enterprises_en#:~:text=The%20social%20business%20initiative%20%28SBI%29%2C%20launched%20in%202011%2C,ave
nues%20to%20be%20explored%20in%20the%20medium%2Flong%20term. 
4Joined cases of C-78/08 to C-80/08. 

https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-economy-and-inclusive-entrepreneurship/social-economy-action-plan_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-economy-and-inclusive-entrepreneurship/social-economy-action-plan_en
https://single-market-economy.ec.europa.eu/sectors/proximity-and-social-economy/social-economy-eu/social%20enterprises_en#:~:text=The%20social%20business%20initiative%20%28SBI%29%2C%20launched%20in%202011%2C,avenues%20to%20be%20explored%20in%20the%20medium%2Flong%20term
https://single-market-economy.ec.europa.eu/sectors/proximity-and-social-economy/social-economy-eu/social%20enterprises_en#:~:text=The%20social%20business%20initiative%20%28SBI%29%2C%20launched%20in%202011%2C,avenues%20to%20be%20explored%20in%20the%20medium%2Flong%20term
https://single-market-economy.ec.europa.eu/sectors/proximity-and-social-economy/social-economy-eu/social%20enterprises_en#:~:text=The%20social%20business%20initiative%20%28SBI%29%2C%20launched%20in%202011%2C,avenues%20to%20be%20explored%20in%20the%20medium%2Flong%20term
https://single-market-economy.ec.europa.eu/sectors/proximity-and-social-economy/social-economy-eu/social%20enterprises_en#:~:text=The%20social%20business%20initiative%20%28SBI%29%2C%20launched%20in%202011%2C,avenues%20to%20be%20explored%20in%20the%20medium%2Flong%20term


 

The Court recognizes the difference between cooperatives and conventional companies and recognizes 
their need for additional financing due to their lack of access to conventional capital markets. Although 
legally binding only when applying EU law, this judgment can serve as a good reference outside of its 
jurisdiction as well. 
 
3. The Legislative Process and Progress in Slovenia 
 
Currently, Slovenia finds itself amidst a potential legislative breakthrough. The US model of ESOPs had 
been adapted by the Institute and developed into an applicable model, namely the eurESOP. One key 
difference is regarding the addition of new workers (or members) into the ESOP. 
 
While the usESOP waits for older members to exit and then adds new members, the eurESOP addresses 
this problem in advance by repurposing membership to be more dynamic and including new members 
automatically and gradually compensating older members. This function is called the rollover system5. 
 
Currently, the bill to legalize this form of employee ownership is in public discussion and is expected to 
be passed within the current year. Important legal aspects within the bill are the standardized definition 
of an ESOP, the establishment of a registry regarding the fulfillment of the conditions, and provision of 
tax incentives in three fields: a) the relief of the corporate income tax with regards to ESOP contributions, 
b) the lowering of the capital sales tax for owners selling to an ESOP, and c) the relief of social 
contributions on ESOP payouts to members. 
 
4. The State of Play in North Macedonia  
 
In North Macedonia, the concepts of employee share ownership and employee financial participation 
remain largely undefined and unfamiliar, with limited recognition in both policy discourse and among 
the public. There are currently no structured mechanisms in place to promote or implement these 
models within enterprises, although there are sporadic cases of transitioning foreign-capital ICT 
companies into the ESOP model.  
 
However, the country’s path toward EU accession presents a unique opportunity to change this. As part 
of the EU integration process, North Macedonia is required to align its labor and social policies with the 
EU Acquis Communautaire, which includes directives on worker information, consultation, and 
participation in corporate decision-making. This alignment has already led to important reforms in areas 
such as working conditions, equality, health and safety at work, and the protection of workers’ rights 
during business successions.  
 
These EU integration requirements and guidance of the EU Policies, such as the Social Economy Action 
Plan, offer a clear entry point for introducing more progressive forms of worker involvement, including 
employee ownership models. 
 
5. Main Aspects to Consider in ESOP Legislation 
 
For any legislative attempts to recognize ESOPs and support them, the main aspect of financing needs 
to be considered. While such organization forms prove more viable in the long run, a large initial capital 
investment6 is required to f(o)und them and a supportive legislative framework is required to maintain 

 
5Ellerman, D., Gonza, T. & Berkopec, G. European Employee Stock Ownership Plan (ESOP): the main structural features and 
pilot implementation in Slovenia. SN Bus Econ 2, 186 (2022). https://doi.org/10.1007/s43546-022-00363-7, p. 10. 
6This relies upon the usual costs of transitional fees, including consulting, legal, financial fees and etc. Estimates range, 
depending on the country – e.g. for the US, the estimate is around $ 150,000. 

https://doi.org/10.1007/s43546-022-00363-7


 

them – one of the crucial aspects is that due to their internal ownership.7 They lack access to regular 
capital markets for funding8. 
 
Moreover, there exists a danger of manager buyouts if the process is not managed accordingly, where 
only a small group of workers attain ownership. This also arises due to the large initial informational 
requirement to fully understand the functioning of an ESOP (from, e.g., open-book management, 
cooperative principles, and the study of the respective corporate legal framework). 
 
6. Prospects and Policy Recommendations 
 
The future of ESOPs within Europe’s social economy is promising, especially if key stakeholders, 
including governments, the financial sector, businesses, and the youth themselves, collaborate to 
promote and support employee ownership models.  
 
To unlock the full potential of the IED’s vision, the following recommendations are proposed: 
 

1. Policy Incentives and Support Mechanisms: Governments should provide tax incentives, 
grants, and financial support to encourage businesses to adopt ESOPs, especially in industries 
with high youth employment potential, such as the ICT sector. This would reduce barriers to 
entry for companies considering the transition to employee ownership.  
 

2. Youth-Specific ESOP Programs: Tailored ESOP models for young entrepreneurs and startups 
could be developed to encourage youth participation in the economy. By linking youth-focused 
programs with ESOP structures, the entrepreneurial spirit of young people can be harnessed to 
foster innovation and social impact. Slovenia and North Macedonia, as countries with one of 
the fastest-growing startup ecosystems in Europe, can be cases to explore this.   
 

3. Awareness and Education Campaigns: Raising awareness of ESOPs and their benefits among 
young workers, business owners, and policymakers is critical. Educational initiatives that 
promote the values of economic democracy, cooperative ownership, and long-term wealth can 
build a cultural shift toward more inclusive economic practices. Especially in North Macedonia 
and other countries that still have not taken concrete steps, awareness-raising and education 
based on research and data are crucial to create a public discourse and community of 
policymakers and other stakeholders to lead the process.  
 

4. Supportive Legal Frameworks: The harmonization of ESOP-related legislation across Europe 
can provide a clearer pathway for companies and workers to participate in employee ownership 
schemes. Policymakers must ensure that ESOPs are well-integrated into national employment 
and corporate governance laws. In cases of North Macedonia and other EU accession countries, 
this process should be part of the negotiations with the EU and harmonization with the Acquis 
Communautaire.  

 
 
 
 
 
 
 
 
 
 

 
7Another term to refer to employee ownership, pointing out that the company owns itself, hence the adjective internal. 
8Addressed in Point 59 of the aforementioned Court‘s judgment. 
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