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when their employees are compensated with company equity rather
than a fixed wage.'?’

3. Creating a Culture of Saving

The issuing of stock to employees is intended to create a strong
commitment by way of a long-term investment in their benefit.'3® In
effect, most plans lock the possibility of disposition of the stock by the
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mandatory saving will help create a culture of long-term thinking,
which today is nonexistent in Latin American countries.

4. Incentive for Better Managerial Performance
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where the labor participation is direct in managerial decisions,'“® ES-
OPs insulate management from labor force pressures to pursue short-
term profits or to fatten current employee payouts at the expense of
long-term value.

VI. CoNcLuUsIONS

I fervently believe that the main reason why the legislative intent
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But ESOPs can also have an impact on the negative cultural envi-
ronment reigning in Latin American countries by helping to improve
corporate market performance. Among these effects, aligning the
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culture of corporate investment and defeating a long-existent culture
of “capital-labor” enmity. It can also help diminish the gigantic adver-
sarial unionism that we find in Latin American culture. The collective
bargaining conflict generates an enormous burden on local businesses
that negatively impacts regional competition. ESOPs can also help to
create a culture of saving, absent in the area due to the chronic politi-
cal and economical instability, as well as the pervasive inflation that
has reigned in Latin America during the twentieth century. Finally,
ESOPs insulate management from labor force pressure to pursue
short-term profits and to fatten current employee payouts at the ex-
pense of long-term value, thus improving internal corporate
governance.

Empirical studies demonstrate that ESOPs have been a major
success in the American environment for creating ownership disper-
sion and improving productivity.'*? And ESOPs—as mechanisms
conceived for wealth distribution—can be easily digested by the ideo-
logical foundation of the legislatures and citizenry of the Latin Ameri-
can region. Its correct implementation, boosted by proper tax
incentives, can start a change for better financial markets.!*?




