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The Junior Market of the Jamaica Stock Exchange was 

envisioned as a tool to allow businesses with a capital base 

of between $50 million to $500 million to access low cost 

capital by selling no less than 20% of the business to the 

public, comprised of at least 25 shareholders.  Launched in 

2008, the Junior Market has allowed several companies to 

raise nearly J$1 billion in less than 18 months and created a 

resurgence in Employee Share Ownership Plans (ESOPs). 
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f the six newly listed firms 
on the Junior Market, five 
have expressly set aside 
shares at a discounted price 
for employees – Access 

Financial Services Limited, Blue Power 
Group Limited, Lasco Manufacturing 
Limited, Lasco Distributors Limited 
and Lasco Financial Services Limited.  
Cargo Handlers, a shipping firm based in 
Montego Bay listed 20% of the company 
at the end of November 2010 with 49% 
of that public listing earmarked for its 
employees.  
MMThe question at hand is whether the 
new ESOPs, or a variation of such, would 
be effective across all levels of employees 
or is it a tool that should be confined to 
upper levels of management? The case 
for and against companywide inclusion 
in a dedicated ESOP should be considered 
against the existing information on the 
Junior Market, the Jamaican economy, and 
the industrial relations culture.

BACkGrouND

MMAn employee share ownership plan 
(ESOP) is of course not a new phenomenon 
and has been a tool used by companies for 
nearly 200 years.  The first recorded ESOP 
was developed in the United States in 
the late 19th century by newly emerging 
conglomerates such as railroad and retail 
companies as a way to provide a retirement 
plan for their employees.  The ESOP can be 
arranged in one of three variations:

•	 Employees	can	own	stock	in	the	company	
where	 they	 work	 directly	 by	 just	
purchasing	it;

•	 Employees	can	be	awarded	the	stock	by	the	
company;

•	 Employees	 can	participate	 in	 a	 company	
sponsored	ESOP.

MMThe major attraction of an ESOP is its 
tax benefits.  For employees domiciled in 
Jamaica, the tax law allows for capital gains 
and dividends to be tax-free.  Further, the 
Tax Administration allows contributions 
to ESOPs as deductions from income.  
MMESOPs have been a tool used in 
Jamaica since the 1970s.  Championed by 
unions as a way to distribute the benefits 
of ownership to all levels of workers, one 
of the early ESOPs was Radio Jamaica.  
The late Prime Minister, Michael Manley, 
re-ignited the ESOP debate in the early 
1990s.   According to a source who 
represented Jamaica at the National 
Center for Employee Ownership (NCEO) 
in Chicago in 1993, the view of then Prime 
Minister Manley was that ESOPs would be 

a means to motivate and retain employees through ownership and 
profit sharing.
MMLegislated in Jamaica in 1994, the Employees Share Ownership 
Plan (ESOP) Act was devised to encourage greater worker ownership 
of enterprises. According to reports in the Gleaner in November 
2003, the Act sought to facilitate the establishment of ESOP schemes 
in groups of companies, spanning diverse industries with different 
employment and wage patterns; provide tax relief to employees on 
repayment of loans made to them to acquire ESOP shares; and set 
a more favourable minimum threshold of tax relief for lower paid 
workers. 
MMResearch by Joseph Blasi and Douglas Kruse at Rutgers 
University in the US shows that ESOP companies are more successful 
than comparable firms and, perhaps as a result, were more likely 
to offer additional diversified retirement plans alongside their 
ESOPs. The data is also available at www.nceo.org.   Studies in 
Massachusetts, Ohio, and Washington State also show that, on 
average, employees participating in ESOPs have considerably more 
in retirement assets than comparable employees in non-ESOP firms. 
The most comprehensive of the studies, a report on all ESOP firms in 
Washington State, found that the retirement assets were about three 
times as great, and the diversified portion of employee retirement 
plans was about the same as the total retirement assets of comparable 
employees in equivalent non-ESOP firms. Wages in ESOP firms were 
also 5% to 12% higher.

ESoPs iN ACtioN

MMFrom the public sector perspective the Jamaica Printing Services 
(1992) Limited (The Worker’s Print Shop) was the first, and is still the 
only, 100% worker owned and operated company under the Employee 
Share Ownership Plan (ESOP).  The ESOP at Radio Jamaica flexed its 
muscles in May 2004 to block the attempt by billionaire Michael Lee 
Chin to take a majority shareholding in the media house.   The Jamaica 
Airline Pilots Association, formerly attached to the Government when 
it owned Air Jamaica, tried to use its ESOP to purchase the airline 
in February 2010.  On the private sector side, one of the most active 
ESOPs belongs to the brokerage firm, JMMB.  As at 2008, the JMMB 
ESOP controls more than 290 million shares, or about 20 per cent of 
the company.
MMWhile the ESOP Act was passed in 1994, the concept of ESOPs did 
not take off in the way Government officials expected.  In an interview 
with the Gleaner on November 1, 2003, then Government Senator 
Trevor Munroe noted that local ESOP schemes had not taken off due 
primarily to the distrust between management and labour.  
MMFurther research done by Dr. David Panton and presented 
to Parliament in 2003, noted that, “between 1994 and 1998, 14 
companies applied for ESOP approval. Only seven of these 
were approved: Cable & Wireless Jamaica (now LIME), CIBC (now 
FirstCaribbean International Bank), Bank of Nova Scotia (now 
ScotiaGroup), DB&G (now ScotiaDBG), JMMB, Jamaica Printing 
Services Co., and Green Island Estate. These companies have fewer 
than 5,000 employees.”

NEw ESoPs oN tHE JuNior StoCk 
ExCHANGE 

MMThat said, the new listings on the Junior Stock Exchange have 
pointed to the desire to reward employees by providing a discounted 
equity position in the company.

Access Financial Services

The ten-year-old company was the first listing on the Junior Stock 
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Exchange in October 2009.  The company 
is a provider of micro, small and medium 
sized business loans and personal loans. 
It also offers hire purchase facilities, 
as well as remittance, cambio and bill 
payment services.  In its ESOP structure, 
the company offered shares for sale at a 
discounted price to employees ranging 
from J$1 to $14.58.  The price offered to the 
public was J$18.34. 

Blue Power Group

Started in 1998, the Company operates 
two divisions: one division trades as 
Lumber Depot, a retailer of building 
materials including cement, steel, lumber, 
plumbing and electrical supplies located 
at 17C Gordon Town Road, Papine. The 
second division trades as Blue Power, 
manufacturer of Blue Power cake laundry 
soap and Taya bath soap bars, located 
at 4-6 Victoria Avenue, Kingston.  The 

company offered itself for public listing in March 2010 at J$3.89 per 
share to the public.  However, for its employees and an independent 
director, the company purchased 514,000 shares on their behalf.  The 
condition of the firm purchasing shares for its internal stakeholders is 
that the shares cannot be sold for at least seven years.

LASCo Group of Companies

The LASCO Group of Companies comprises several businesses 
involved in manufacturing, packaging and distribution.  Founded in 
1988, the company diversified into an international conglomerate that 
provides products to the Caribbean, the Caribbean Diaspora, Latin 
America, Europe and North America. Headquartered in Kingston, the 
Group is a major employer with direct employment exceeding 500 
jobs. 
MMIn order to meet the requirements of the Junior Market in regards 
to company size, the Group was split into three distinct firms with 
each offering 20% of itself for sale to the public in September 2010 at 
a price of J$2.50 per share.  The employee share ownership plan was 
structured accordingly.

FrAGiLE ECoNoMy = CrEAtivE SoLutioNS

One possible explanation for the resurgence in employee share 
ownership plans is the constraints that companies are facing as a result 
of the global economic crisis or ‘Great Recession.’  According to a 
March 2009 presentation by Andrew Downes, Professor of Economics 
UWI, Cave Hill Campus in Barbados, “A decline in labour income and 
wealth in the affected countries (USA, UK, Europe, etc) results in the 
reduced demand for goods and services in the Caribbean. Forecasts 
of economic growth for the Caribbean indicate a significant reduction 
of economic activity.  These changes have implications for the labour 
market.”

Professor Downes explained that as a result of the Great Recession, on 
the labour demand side of the labour market, the crisis has resulted in:

•	 Reduced	working	hours	(part-time	work)

•	 Lay-offs	(temporary)

•	 Severance/redundancy	(restructuring)

•	 Voluntary	separation	packages	(restructuring)

Hence the rise in ESOPs can be linked to the need for a creative strategy 
such as “promotion of gain sharing schemes within enterprises and 
adoption of aspects of the share economy where part of wage/salary 
is linked to firm performance/productivity,” as Professor Downes 
puts it.
MMCompanies are constrained to simply offer a pay increases, as the 
key to survival is to manage cash flow and reduce expenses.  While 
output from employees is an asset, the cash outflow from the company 
in the form of salaries must be controlled.  Then what is the solution?
MMRecently, one firm used its ESOP as a tool to manage its staff 
costs.  In a press release in March 2010, JMMB’s leadership  noted 
their decision not to provide an inflationary increase to team members 
as part of an overall cost management plan.  Instead, the company 
has arranged for its ESOP to purchase a block of shares for 
future distribution to the current team at the current low price, 
which is below book value. The firm noted, “The Board of Directors 
was pleased to approve this creative transaction which represents a 
tangible demonstration of appreciation for the team’s hard work and 
commitment in achieving the company’s objectives of growth and 
cost containment.”  

Access Financial:
164,706 ordinary Shares for the 
Chairman, senior managers and
employees 

Blue Power Group:
A key management team and line
members of staff, the company
provided 257,100 Shares at its own cost.
Further, to attract a key non – executive 
director and mentor of the
company, the Blue Power group also 
stood the cost for 257,070 Shares as an 
incentive.

Lasco Manufacturing: 
16,317,197 to senior managers and 
Directors, and also contractors and
general counsel at discounted price
range of $1.00 to $2.00.

Lasco Distribution: 
26,847,440 Shares to senior managers 
and Directors, and also contractors and 
general counsel at discounted price 
range of $1.00 to $2.00

Lasco Financial: 
The Company has also initially allocated 
9,806,000 Shares as Priority Shares for 
priority applications by senior managers 
and Directors, and also contractors and 
general counsel at discounted price 
range of $1.00 to $2.00
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EvALuAtiNG ESoPs 

Returning to the question of whether ESOPs 
are appropriate for senior executives only 
or should be widely distributed to the entire 
company, the answer lies in the internal 
culture of the particular company.  That 
said, there are guidelines that managers 
can develop into benchmarks.  According 
to the United States based National Centre 
for Employee Ownership, there are three 
specific evaluation techniques:

(i) By how much has the employee 
share ownership plan reduced staff 
turnover? This should be readily 
available data from HR.

(ii) What evidence is being presented to 
show that motivation, staff quality 
and staff satisfaction is the case in any 
particular company? There could be 
an identifiable link between consistent 
improvements in performance and 
the level of employee ownership as a 
proportion of total capital.

(iii) On the issue of attracting quality 
people, companies are encouraged to 
ask potential employees to rate the 
importance of ESOPs.

iMPLEMENtiNG AN ESoP

A well-structured ESOP requires an 
investment in time by the Board and 
senior managers.  Given the current 
economic climate, staff that was more 
focused on short-term wage negotiations 
may be open to the long-term value of 
an ESOP.  It is incumbent on the senior 
management team to educate the staff on 
the risks and benefits of an ESOP so that 
they can determine whether it is the best 
course of action. That said, it has been 
acknowledged by team members who 
worked with the late Prime Minister on 
Jamaica’s ESOP legislation that in some 
cases, ESOPs focus on worker rights 
more than worker motivation.   Hence, 
it is incumbent on the Board to structure 
the ESOP in such a way to appeal to the 
various strata of employees.
MMFrom the Board level, there are 
some key considerations to make when 
structuring an ESOP. Control remains 
an important factor for many local firms 
considering an ESOP as they may have 
the mistaken belief that stock ownership 
by an ESOP means that the company is 
controlled by the ESOP or by its employees.   
As demonstrated by the recent listings on 
the Junior Stock Exchange, the offer to 
employees is usually a minority stake, 10% 

or less usually.

A PoSSiBLE BENEFiCiAL rEGiME

The need for in-depth research on the long term implications of ESOPs 
for the Jamaican workplace notwithstanding, given the economic 
climate, managers should consider the ESOP as an important tool in 
talent management.  As employees move from workers to owners, 
this opens the window for a change in how their jobs are viewed.  It 
now becomes something that can improve their quality of life and 
allow for job security as their productivity is directly linked to the 
value of the stock and the longevity of the business.

Dennise Williams,	a	doctoral	student	at	Mona	School	of	Business,	
is	Vice-President,	Marketing	at	Mayberry	Investments	Limited.
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