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Paritarian governance of employee trusts 

Many employee ownership trust ("EOT") trustee boards have a paritarian composition of trustee directors.  
They may not realise it but if they have the same number of directors drawn from senior management as 
from employees as a whole then this is paritarian governance.  “Paritarian” means jointly managed on an 
equal or parity basis. 

Robert Oakeshott (1933-2011) was the founder of the UK Employee Ownership Association  ("EOA") and 
the charity that launched in 2019 as Ownership at Work ("OAW"). Robert was instrumental in promoting 
paritarian governance of employee trusts.  A Law Society Gazette article in 19951 described a change in law 
made by the Finance Act 1994. This change was intended to increase the use of a particular type of 
employee trust. It ended by commenting "This new structure rejoices under the name paritarian“.2 This 
reference to paritarian and others at that time and since then are entirely attributable to Robert Oakeshott.  
The EOT legislation introduced 20 years later sets no requirements as to the composition of trustee 
directors but the paritarian governance model, as officially endorsed in the Finance Act 1994 and later in 
the Employee Shares Schemes Act 2002, has established good practice that has been followed successfully 
when establishing and operating EOTs.  

This article explains more about the origins of paritarian governance of employee trusts.  

Contemporary names of organisations are used rather than their historic names. 

1. 'Fair Shares- the Measures Taken in 1994 to Make Employee Share Schemes More Attractive to Companies' (Law Society 
Gazette, 8 March 1995) https://www.lawgazette.co.uk/news/fair-shares-the-measures-taken-in-1994-to-make-employee-
share-schemes-more-attractive-to-companies-/19885.article (accessed 9 February 2021) 

2. "Pre-Finance Act 1994, some employers may have been deterred from setting up ESOTs [Employee Share Ownership Trusts] 
by the fact that a majority of the trustees had to be employees elected by a majority of the workforce. Now, the employee 
representatives can be counterbalanced by an equal number of non-employee trustees, with the casting vote held by a 
professional (a solicitor or a member of another body approved by [HM Revenue & Customs] - the various accounting 
bodies have been approved) elected by all the other trustees (para 3, sched 13 to the Finance Act 1994, amending para 3, 
sched 5 to the Finance Act 1989). This new structure rejoices under the name 'paritarian'"  

Robert Oakeshott 

1995 South Africa 

https://www.fieldfisher.com/en/services/tax-structuring/tax-deductions-blog/robert-oakeshott-1933-2011-the-champion-of-employee-ownership
https://employeeownership.co.uk/
https://ownershipatwork.org/
https://www.lawgazette.co.uk/news/fair-shares-the-measures-taken-in-1994-to-make-employee-share-schemes-more-attractive-to-companies-/19885.article
https://www.lawgazette.co.uk/news/fair-shares-the-measures-taken-in-1994-to-make-employee-share-schemes-more-attractive-to-companies-/19885.article
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Robert Oakeshott’s QUEST 

Robert Oakeshott put the word "paritarian" into 
circulation in the UK in modern times through 
lobbying for a change in UK tax law.  The Finance Act 
1989 had enabled the creation of a particular type 
of employee trust called the qualifying employee 
share ownership trust (the "QUEST" or "statutory 
ESOP").  The QUEST's existence was in part due to 
successful lobbying by Robert Oakeshott.  The 
number of QUESTs established was disappointingly 
low.  One suggested reason was that, as originally 
enacted, the majority of trustees had to be elected 
by employees.  The EOA lobbied for a change, with 
support from Ian Taylor MP3.  In particular, a joint 
lobbying submission to HM Revenue & Customs 
from the EOA and Fieldfisher dated 13 May 1993 
argued for "an alternative paritarian composition of 
trustees" and set out detailed proposals.  It was 
Robert who provided Graeme Nuttall with the 
expression "paritarian" to use in this submission, 
explaining this was good practice that had emerged 
in the US in relation to employee stock ownership 
plans.   

Other submissions by Robert Oakeshott and the 
EOA had consistently used the expression, including 
in correspondence with HM Revenue & Customs 

(1990 and 1992), Francis Maude, Financial Secretary 
(1990) and Tessa Keswick, Political Adviser to the 
Chancellor of the Exchequer, Kenneth Clarke (1993). 

It was unusual at the time for the Government to 
acknowledge the influence of external organisations 
on shaping legislation.  HM Revenue & Customs, in 
effect, did so when publicising changes to the 
QUEST regime on 1 May 1994.  The Government 
had accepted amendments to the 1994 Finance Bill 
as proposed by Ian Taylor MP at Committee Stage4. 
These introduced a paritarian trustee structure.  The 
HM Revenue & Customs Press Release announcing 
"certain relaxations to the regime for statutory 
ESOPs" explicitly stated that a paritarian trust 
structure was now permitted.  There was some 
criticism of HM Revenue & Customs using an 
expression in its Press Release that was not defined 
in dictionaries but because of its official use the 
expression found its way into various publications 
including text books and articles reporting the 
change5.  This incident is literally a footnote in UK 
tax history.6 

 

  

3. 'Employee Share Ownership Trusts' (Hansard Volume 201 - debated on Thursday 16 January 1992)  

4. Paragraph 2(3) to Schedule 5 Finance Act 1989 (as amended by the Finance Act 1994) read as follows: 

 "The trust deed must provide that at any time while the trust subsists (the relevant time) -  

 (a) the number of trustees must not be less than three;  

 (b) all the trustees must be resident in the United Kingdom;  

 (c) the trustees must include one person who is a trust corporation, a solicitor, or a member of such other professional  
  body as the Board may from time to time allow for the purposes of this paragraph;  

 (d) most of the trustees must be persons who are not and have never been directors of any company which falls within 
  the founding company’s group at the relevant time;  

 (e) most of the trustees must be persons who are employees of companies which fall within the founding company’s  
  group at the relevant time, and who do not have and have never had a material interest in any such company;  

 (f) the trustees falling within paragraph (e) above must, before being appointed as trustees, have been selected by a  
  majority of the  employees of the companies falling within the founding company’s group at the time of the selection 
  or by persons elected to represent those employees."  

5. See, for example, Finance Bill Committee debate on 29 March 1994, Simon's Tax Intelligence Issues 14 & 15, 8 & 14 April 
1994 respectively, British Tax Review 1994 (4, 307-9), Simon's Tax Planning Chapter 44, BDO's Yellow Tax Guide Finance Act 
1989 and BDO's Yellow Tax Guide 2010-11 

6. Casson, P. 'The Evolution of UK Tax Legislation for Employee Share Ownership Plans' in John Tiley (ed) Studies in the History 
of Tax Law (Oxford & Portland Oregon, Hart Publishing, 2004), 170 (n 38) 
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Employee Share Schemes Act 
2002 

Although the statutory ESOP no longer exists, the 
paritarian concept continues to have statutory 
recognition following Mark Lazarowicz MP's 
successful Private Member's Bill7 enacted as the 
Employee Share Schemes Act 2002.  This Bill, 
drafted by Graeme Nuttall, confirmed (among other 
changes) that an HM Revenue & Customs tax 
advantaged share incentive plan ("SIP") may, in 
effect, have a paritarian composition of trustees.  
The Employee Share Schemes Act 2002 provisions 
are now consolidated in SIP legislation.  

SIPs may have paritarian 
governance 

Paragraph 71(5) (Establishment of trustees) to 
Schedule 2, Income Tax (Earnings and Pensions) Act 
2003 provides that the SIP trust instrument may 
contain terms that (italics added): 

1. define who is a professional trustee and who is a 
non-professional trustee; 

2. require the trustees to include at least one person 
who is a professional trustee and at least two who 
are non-professional trustees; 

3. require at least half of the non-professional 
trustees to have been, before being appointed as 
trustees, selected in accordance with a specified 
process of selection; and 

4. require the trustees so selected to be persons who 
are employees of the company or, in the case of a 
group plan, of a participating company. 

The independent trustee 

As set out above (and seen in the Finance Act 1994 
QUEST changes) an independent trustee director is 
part of a paritarian governance arrangement.  This 
was a key element in how Robert Oakeshott defined 
a paritarian trust. In Jobs & Fairness (2000) he 
explained that a paritarian trust is "one in which 
there are equal numbers of shop-floor-elected and 
management appointed trustees, with the balance 
held by one or more agreed independents".8  

AEIP 

There is a Brussels based organisation called AEIP 
(European Association of Paritarian Institutions) 
which represents social protection institutions 
established and managed by employers and trade 
unions on a joint basis.  Its member organizations 
are paritarian institutions in the field of pensions, 
life and non-life insurance, health and safety at work 
and paid holiday schemes and unemployment 
benefits.  In this context paritarian governance 
means governance based on the equal 
representation of employers and employees. AEIP 
was founded in 1996 following an initiative started 
in 1992 in continental Europe.9   

AEIP explains that far from being a novel concept, 
paritarism is the result of a "long, rich and complex 
historical process" in many European countries. In 
the context of social protection, paritarism is a type 
of self-organization of social relationships, which on 
the basis of equal negotiations brings about 
agreements that are equally binding for both 
employers and employees.10 

  

7. http://www.publications.parliament.uk/pa/cm200102/cmhansrd/vo020118/debtext/20118-01.htm   

8. Oakeshott R, Jobs & Fairness – The Logic and Experience of Employee Ownership (Norwich, Michael Russell, 2000), 57  

9. White Paper - Roadmap on Social Protection (AEIP September 2019) 10 < https://aeip.net/wp-content/uploads/
AEIP_WhitePaper_2019_September-Final.pdf> (accessed 9 February 2021)  

10. Ibid 9, 5  

https://aeip.net/
http://www.publications.parliament.uk/pa/cm200102/cmhansrd/vo020118/debtext/20118-01.htm
https://aeip.net/wp-content/uploads/AEIP_WhitePaper_2019_September-Final.pdf
https://aeip.net/wp-content/uploads/AEIP_WhitePaper_2019_September-Final.pdf
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Pension fund governance 

Paritarian governance, with and without 
independent trustees, is found in some UK pension 
schemes. The merits of paritarian pension fund 
governance are acknowledged in official guidance 
and reports. The OECD states that "Accountability to 
plan members and beneficiaries can be also 
enhanced by requiring representation of plan 
members and beneficiaries on the governing body" 
and that "In some countries, paritarian 
representation of employers and employees in the 
governing body is required by law".11 A European 
Commission report commented that "In case of a 
paritarian representation, they are hence able to 
establish the right balance between the interests of 
the employers and the employees".12 

Good practice 

Paritarian governance has clearly established itself 
as good practice in a range of situations, where 
dialogue between management and employees as a 
whole is needed.  It is a natural fit with the role of 

the trustee of an EOT.  Robert Oakeshott's success 
in getting this concept recognised in legislation 
provides official endorsement of it, an endorsement 
repeated with the enactment of the Employee Share 
Schemes Act 2002.  Paritarian governance was 
recommended as good practice in the Nuttall 
Review, namely that the composition of employee 
trust directors should comprise equal numbers from 
management and staff with one or more 
independents.13  Paritarism has featured in EOA 
presentations on forming effective EOT trustee 
boards.14   

Anyone establishing an EOT should look at Robert 
Oakeshott's suggestion of paritarian governance as 
good practice and take this as the starting point 
when deciding on the composition of their EOT 
trustee directors. 

 

Graeme Nuttall OBE 

Partner, Fieldfisher 
Ownership at Work Fellow 
Email: graeme.nuttall@fieldfisher.com 
Twitter: @nuttallreview 
 

11. OECD Guidelines for Pension Fund Governance (OECD 5 June 2020), para I.3 < http://www.oecd.org/pensions/private-
pensions/34799965.pdf> (accessed 9 February 2021)  

12. 'Final Report of the High-Level Group of Experts on Pensions' (European Commission December 2019), 17  

13. 'Sharing Success – The Nuttall Review of Employee Ownership' (BIS 2012), 61  

14. 'How to Form and Build an Effective Trust Board. Selecting Trustees and Employee Directors' (EOA Annual Conference 2017) 
< https://employeeownership.co.uk/wp-content/uploads/Session-2-Establishing-Effective-Governance-in-an-Employee-
Owned-Business.pdf> (accessed 9 February 2021)  

mailto:graeme.nuttall@fieldfisher.com
http://www.oecd.org/pensions/private-pensions/34799965.pdf
http://www.oecd.org/pensions/private-pensions/34799965.pdf
https://employeeownership.co.uk/wp-content/uploads/Session-2-Establishing-Effective-Governance-in-an-Employee-Owned-Business.pdf
https://employeeownership.co.uk/wp-content/uploads/Session-2-Establishing-Effective-Governance-in-an-Employee-Owned-Business.pdf
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