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EXECUTIVE SUMMARY
The employee ownership sector is growing
at an incredible rate having doubled in size in
just three years. That growth has been driven
almost entirely by the introduction in 2014 of
the Employee Ownership Trust (EOT). The vast
majority of the businesses that make up the
sector are small or medium-sized businesses
(SMEs) who share ownership and voice with all
employees via an EOT, but today we have very
little insight into the ownership mechanics of
those companies.

This short piece of research aims to lift the lid on
what is happening inside those businesses and
how they are bringing employee ownership to life.
Independent Directors & Trustees Limited, working

•

•

Although most founders saw their medium
to longer term future only as a trustee, few
take this step immediately on transition.
More prevalent is a middle phase where

•

Most companies intend to involve their trustees
in the recruitment and appointment of directors
to the board of the operating company.

•

Most companies have a formal schedule of
matters that must be referred to the trustees, but
the authority of the trust was often less explicit;
whether approval or consultation was required.

The most common level of equity
transferred was either 100% or 51%,
with the average being 76%.

at Work, have conducted a small scale, deep dive
better understand their governance and leadership
practices. This report draws out common choices
and structures, and raises critical questions on what
best practice looks like.

•
a purchase of shares by the trust, the
most common method was through a
combination of drawing from existing cash
in the business and a vendor loan. External
•
number of companies took advantage
of this to reduce payments over this
•
•

Most respondents had three to four years
left before their loans will be fully repaid,

•

Founders mostly retain some form of
active role in the company on transition.

distributions; the process was generally not laid
down formally but tended to require approval.
•

•

members, and in most cases also an
independent trustee on the trust board.

Most also tend to feel more comfortable
•
of the deferred consideration payable.
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All respondents had a combination of

Most trusts worked to a majority
decision, with the chair having a casting
vote, but there were examples where
unanimous decision was the rule.
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•

Company updates at trust meetings were the
primary means of trustees maintaining oversight
of the current health and future prospects of the
business. In most cases, this took the form of
the meeting for that section of the agenda.

•

The most common method for electing
management trustees was by nomination from
the operating board; for employee trustees

•

of the trust as 12 months employment with
the company (the maximum allowable
under current relevant legislation).
•

Just over half of the companies had some
form of employee forum, with the aim primarily
being to create a channel for employee voice.

•

There tends to be little direct communication
between trustees and employees, beyond those
trustees involved with an employee forum.
Many companies had created opportunities

•
was only established in the articles or trust
deed in a minority of cases. Many respondents
had however staggered appointments on
•

Most companies had appointed an
independent trustee, and it was a
remunerated role. Just under half of

Just under half of respondents had set their

the workplace or virtual meetings and felt
employees had found this reassuring.
•

Most trusts did not share the full minutes
mirroring company policy on not
sharing operating board minutes.

relationship with the company or founder.
•

The most common reasons for bringing
in an independent trustee were following
advice that it was best practice, providing an
external challenge to the company board,
and to access broader experience.

The Conclusions section of this report highlights
areas where it is vital for the sector to build a body of
emerging good practice looks like; but the report
also asks important questions about the kind
of support the sector will need as it continues
to grow and highlights areas which will require
further research to deepen our understanding.

businesses in the future, including how trust boards
effectively exercise accountability, the essential
role of the independent trustee particularly in the

The authors of this report are clear that a

This report reveals the extent of rich, largely
unexplored company practice taking place in
this unique and rapidly expanding corner of the
economy and the authors hope it will encourage
further examination over upcoming years.

disrupt or distract from regular company activity,
expected to deliver more than just a succession
plan it appears to need more considered
actions by trustees and management teams.
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contribution to the UK economy. An independent

Equity for All – how a simple trust can
spread ownership and wealth to millions

papers, guidance and research on the fastest
growing business model in the UK economy.

Capital Partners? –
and employee ownership to talk

is a politically impartial research partner of the

employee ownership sector.

Redesigning the CEO – how employee
A Partnership Fund for Jobs – how
government can help small business cope
with the crisis
Redesigning Work – employee owners
speak
Build back together – a recovery that
A shares for debt recovery plan –
converting Bounce-back loans into
employee equity
Available at:
Publications - Ownership at Work
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trustee appointments spans several sectors and
Navy. He also acts as an advisor on strategy
development to small charities whilst maintaining
a wide range of volunteering activities.
Simon has been a member of the IDT
team for two years where, alongside his
NED appointments, he is appointed as an
Independent Directors & Trustees Limited
(IDT) provide directors to the boards of SMEs,
UK subsidiaries of overseas companies,
and independent trustees to the boards of
England, Scotland and Wales working directly
with their clients under the IDT umbrella.
As a collective of board and leadership
practitioners, IDT colleagues share their knowledge
and in support of their clients. With governance
systems at the heart of their expertise, their
involvement in the employee owned sector has
enabled an ability to share this knowledge more
widely amongst the rapidly growing employee
ownership community, through thought leadership

across various sectors, including technology,
manufacturing and distribution across the UK.

Sue is a published author on
governance topics commissioned
by The Chartered Governance
Institute, as well as a Chartered Director with
the Institute of Directors. She founded IDT in
2018 at the culmination of a career spent in
professional services, most latterly leading UK
Sue is appointed to the board of SMEs and UK
distribution. She is also the independent trustee

appointments and broad engagement with
employee owned companies and their advisors.
IDT have sponsored this report and partnered
delivery, including conducting the interviews
with participating companies, collating the
responses, providing the underlying analysis
and providing the authors of the report.

architecture, construction, professional services,
and regulated businesses throughout England.
Our immense thanks to all the respondents
and contributors who so generously
shared their time, experience, and accrued
knowledge, as well as to Simon Carter for
conducting all the interviews to ensure
consistency in approach and content.

Simon has a background
in leadership, training and
systems of governance which
he combines with broad experience of bringing
in transformation and change. His current
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continued and unprecedented growth since legislative
were implemented in 2014. In the 12 months up to
the number of employee owned companies across
the country, which now total well over 700. Today this
annual turnover and accounts for a bigger share of
GDP than the aerospace or agriculture sectors.
Much of this growth has been in small and medium
size businesses (SMEs), with at least 567 employee

08

owned SME organisations in the UK at the time of
this survey and their number continuing to grow.
This survey looks at how these small and medium
sized companies who make up the majority of the
sector govern themselves within the few years

sector run themselves and to give all employee

insight to help them benchmark good practice.
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Until then, the company remains independent and
a simple trust can spread ownership and
wealth to millions, by Nigel Mason.

the business in a sustainable ownership structure.
or distributed to employees as bonuses.

trust. The trust holds company shares for the

All this would technically be possible to achieve

creates a form of employee common ownership
that provides the basis for employee participation

attachment of two powerful tax incentives.

•

is silent on the question of their identity and
composition. Usually, they are a combination of
employees and independent individuals. The
original business owner can also be a trustee. To

will often create an employee council to help
appoint and advise the employee trustees.
shares to employees and in practice very few do.
In fact, doing so can be problematic: employees
would have to pay income tax and the company
would have to pay national insurance contributions
on the market value of the shares at a time when
they might not be readily convertible into cash.

outgoing shareholders can claim exemption from
capital gains tax on the disposal of their shares.
•

The second tax relief is aimed at employees.
Employees of a company that has become

per annum), provided the company pays those
bonuses to all employees on similar terms.
It is these two powerful tax reliefs, and the

an exit route to be considered seriously.

of this trust and indirect owners of the company.
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Growing interest in employee ownership, combined
with too little hard evidence on practice, means
the interaction between the three main components
of an employee owned organisation, namely:
a.
leadership team)
b. the trust and trustee directors who represent

c.

the employees themselves in

Good governance successfully weaves culture,
values, leadership and organisational structure around
collective purpose. It should create alignment, trust,
teamwork and strength through the combined effect of
legal frameworks, codes and working practices. The
range of variables means that there is no governance
blueprint, but it is possible to derive guiding principles
from the structure employee ownership offers.
Within employee ownership structures there is a
common legal framework under legislation plus
the addition of bespoke company articles for the
organisation and the trust company, as well as
a documented trust deed. Hence, there is some
semblance of consistency in the typical employee
ownership legal framework that organisations
within the sector can draw on and learn from.

this initial pilot survey. It has been instigated and
sponsored by Independent Directors & Trustees
Limited to identify common themes or good practice
could draw from when adopting an employee
owned model or reviewing their existing structure.

ongoing exploration of what good employee
ownership governance looks like; what generates
connectivity, participation, and the better company
performance evidenced across the sector.
This initial work has been commissioned to
provide an exploratory baseline. The conclusions
will shape how its scope and extent can be
widened when repeated in future years.

of employee ownership as companies where 25%
or more of ownership is broadly held by most or all
employees (either directly or indirectly, for instance via

To involve companies in this research, the
There will inevitably be greater scrutiny of employee
ownership as it continues to rise in prominence as
an ownership model. There will be more interest
in how these companies are run, their adherence
to the intended principles of employee ownership,
and whether it is generating the economic and
growing expectation for more established employee
owned companies to be underpinned by sound
governance, and for those seeking to transition
to learn from those who have gone before.
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This cohort was targeted to represent the recent
SME sector growth which has been seen.
Also, insights here are all the more valuable
as SMEs do not have their own legislation on
governance standards, or published guidance
and expectations directed at them in the same
way as exists for large or listed companies.
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new governance structures had been given time to
embed while early lessons or observations remained
fresh. As events transpired, many companies found
themselves balancing employee ownership with a
pandemic which reduced the number of respondents
in as planned. As a result, this initial study has
deliberately looked at a small pool of nine employee
owned companies only and will use these preliminary

Data was collected in two stages:
a. a survey questionnaire given to respondents,
split into four sections to collect both data
(company name, key dates, etc) and free
text descriptions of company practice:
•

Section 1. Company context and
background (the foundations
of the model)

•

Section 2. Company (operating)
board (leadership and management)

•

Section 3. Trustees and
the trust board

•

Section 4. The employees

b.
to probe deeper into company
practices, application and insights.

synthesised into a general overview emerging from
this snapshot. They are reported in the next section
of this report under their respective headings, with

them to the authors.
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Employee ownership offers founders and vendors
a way to protect the values, culture and principles
that have built the business and created its ethos,
that journey a voice and stake in its future.

levels of guidance and direction enshrined in the
founding principles vary greatly across the sector.
Employee ownership is characterised by a
collegiate approach but few of the companies
surveyed had reached a point where there had
transition, or where the capacity of reference
documents to arbitrate tensions had been tested.
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Creating a trust does not necessarily change
everyday business and operations. But the fact is that
nearly all companies spoken to had, in the process of
transition, introduced change into the workplace; from
the way the senior management was structured, to
more communications being pushed out, creating an
employee council and appointing employee trustees.
Hence, transition to employee ownership does not
need to disrupt or detract from company business,
but if it is to deliver more than just a succession
plan it appears to need more considered actions.
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This part of the survey focused on the moment of
transition; the transfer of shares and associated new

Employees were generally more concerned with
understanding the role of the trust and trustees than
its name when it came to internal messaging.

founder going forward.

Levels of equity transferred: Legislation requires
more than 50% of the company shareholding to be
transferred to the trust under an indirect ownership
model for the capital gains tax exemption to be
available.
From the companies interviewed, the most
common level of equity transferred was either
the predominance of companies where multiple
shareholders sought to retain part of their
share ownership. Adopting this approach was
seen as enabling the required majority holding
to be transferred to the trust, with the original
shareholders retaining a level of equity and

EOT documentation: The legal bundles produced
for transition are substantial and most companies
found themselves led by their legal advisors and
adopting the trust company articles and trust deed
as provided. The few companies who had brought
in an independent trustee during the drafting
interpretation and practical application against the

activity; the triggers for amending documentation
in the few companies where it had been necessary
were all structural and centred on changes within
the minority shareholdings.

a. whilst founder owners had rarely referred to
company documentation in the past and had
been able to run the company largely on their
own terms, employee ownership introduces
a different set of checks and balances and
some trustees do refer to them; and

The extent of Enterprise Management Incentive
(EMI) or uncontrolled share options in existence
was outside the scope of this survey. But from
the companies surveyed, it was more common
for such schemes to have been in existence prior
to transition rather than introduced subsequently
and, in the companies where they operated, they
were still seen as important incentivisation for key
members of the leadership team.

b.
less, rather than more, prescriptive on certain
aspects of employee ownership, this could
ownership matures.

Naming the Trust company: The trust was
universally incorporated under a variation of the
trading company name, generally as an automatic
and logical extension aligned with company and
public records:

The most common areas where it was felt the
documentation could be more explicit were:
•

composition of the trust board

•

succession of a founder trustee (once the
deferred consideration had been repaid)

•

frequency of trust ordinary meetings

•
•
•

ABC Trust(ees) Limited

•
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Financing the transfer of shares:
various options available to fund a purchase of
shares by the trust, the most common method
was through a combination of drawing from
existing cash in the business plus a vendor loan.

Fig 1: How the purchase was funded

There did not seem to be a particular correlation
between the method selected to fund a purchase
and percentage of shares being bought, nor any
pattern to whether interest is charged on the
vendor loan or not, or the type of loan vehicle.
how the purchase will be funded are unique to the
the breadth of advice received. Given the timing

on the sector. With the subsequent increase in
funder understanding and mainstream as well
as bespoke funders now being available to offer

Cash in business
Cash in business and vendor loan

of vendor loans, and a small number of companies
took advantage of this to reduce payments over

Fig 2: Relative number of companies who have
extended their loan schedules

however, a number of companies have managed
to accelerate their repayment schedules.

Yes
how the purchase will be funded are unique
to the vendor(s) and company in each case,

No
of vendor loans, and a small number of companies
took advantage of this to reduce payments over
however, a number of companies have managed
to accelerate their repayment schedules.

Fig 3: Relative number of companies who have
accelerated their repayments

Most respondents had three to four years left before
as the common full term. Those approaching the
end of their repayments were generally those that
had managed to accelerate payments or started with
high levels of initial payment at the time of transition.
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Yes
No
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Fig 4: Remaining term for outstanding payments

More broadly, the day when all loan repayments
a new phase for employee ownership. Those
companies and trusts where this is on the horizon
have found themselves having to think about how

Role of the Founder: The indications are that
founders almost universally retain some form of
active role in the company on transition and whilst
the precise range of motivations varies, the aim for
a smooth succession tends to be a central facet of

Fully paid

Fig 5: Founder involvement post-transition

founders tended to feel more comfortable staying

payable.
Almost all founders saw stepping back as a phased
role whilst also taking up a trustee position. Although
most founders saw their medium to longer term
future only as a trustee, the evidence suggests that
very few take this step immediately on transition.
More prevalent is a middle phase where the founder

in place for each role adjustment and step back were
rarely set out for the company, and if anything, were
more based on arbitrary or personal timelines.
No involvement

Fig 6: Full/Part time

Part
time

Full time
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Fig 7: Board changed on transition
The transition to employee ownership and
implications of eventual succession provides
leadership. This part of the survey looked at where
any common changes were made in companies
at operating board level (or the equivalent highest

No
Yes

Board composition: The majority of companies
changed the composition of their operating board
on transition to employee ownership, predominantly
through promoting members of the senior
management team into executive board positions.
This was largely seen as an element of succession
planning and had often been prepared for prior to
the transition. Few companies had implemented their
trust board or had trustees to consult at the time of
deciding these changes.
as part of the process of updating their board for
succession, but those with one already in place
maintained the appointment.
Companies generally had between three to eight
members on the board.

Organisational leadership: Most respondents
had a separate senior management team in
met as a formal board to discuss strategic issues,
the executive directors also met in a separate

Some companies created a separation between
of distributed responsibility, with high levels of
delegation to functional or regional teams.
A small number of respondents had formally
functions (eg remuneration, audit & risk).
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Over 80% of
these brought
senior managers
onto the board
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Fig 8: Frequency of board meetings

Twice a year

Monthly

Fig 9: Frequency of management team meetings

Weekly

Monthly

Quarterly

Board meetings: Most companies either held
a monthly or quarterly board meeting cycle with
any supporting management forum running more

Fig 10: Trustee involvement in
director recruitment

more often when the situation demanded, such
where in place, generally met monthly or quarterly.

Appointing directors: Most companies intended
to involve their trustees in some way in the
recruitment and appointment of directors to
the board of the operating company, although
very few had, to date, conducted recruitment or
formally documented the expected process.
Most envisaged the trustee role being one of

Approve appointments

approved by the trustees, or board recruitment
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Matters referred to the trust

Fig 11: Matters to be referred to the trust

The
majority of companies did have a formal schedule
of matters in place that must be referred to the
trustees, but the authority of the trust was often less
explicit; whether approval or consultation. Most of
the respondents had referred matters to trustees at
some point and the examples cited tended towards a
process of consultation.
Common matters for referral were:
•
•

Acquisitions or disposals

•
•

Capital investments

•

Further sale of shares

Formal schedule
of matters that
must be referred
to trustees

•
•

Strategy or business plans

•
•

Director remuneration

Fig 12: How often they have arisen

distributions; the process was generally not laid
down formally but tended towards one of approval.

Frequently

Occasionally
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Fig 13: Total trustee board size
Trustees have a duty to ensure the trading company
is being managed effectively and to manage any
that monitors rather than duplicates the work of
the operating board, working to provide oversight
and challenge to get the best outcomes for the
trading company and its employees. This part
of the survey looked at how trusteeship works
in practice and how trustees are appointed.

Trust board composition: The articles or trust
deed set parameters for the trust board in all cases,
with approximately half of the companies surveyed
going on to establish its composition beyond the
had considered the mechanics of trustee rotation.

Fig 14: No. of trustees who are management

All respondents had a combination of
members, and in most cases also an
independent trustee on the trust board.
Trust boards tended to be in proportion to the
size or complexity of the trading company
and generally slightly smaller or comparable
to the size of the operating board.
All had at least one management representative,
It was common across the respondents who
had two to three employee trustees to draw

1 member
2 members

4 members

groups or teams across the trading company,
in most cases as a deliberate policy.

Fig 15: No. of trustees who are employees

1 member
2 members

4 members
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On trust board meetings: Trusts tended to
align their meeting cycles to that of the operating
board, and the majority met quarterly.

And very few had actively considered the matter.

In most trusts, either the independent trustee
or management trustee acted as board chair,
although there were examples where the
chair is elected meeting by meeting.

some have deliberately taken a phased approach
to maturity. From the other side of the coin, while
employee ownership is continuing to bed in across
the organisation and is still relatively novel, trust
boards appear not to be coming under any particular

Most trusts worked to a majority decision, with the
chair having casting vote, but there were examples
where unanimous decision was the rule. This was
invariably established in the articles or trust deed.

The reality is that many trust boards are still bedding

Fig 16: Frequency of formal trust meetings

Holding the operating board to account:
Company updates at trust meetings were the
primary means of trustees maintaining oversight
of the current health and future prospects of the
business. In most cases, this took the form of
the meeting for that section of the agenda.
passed to trustees between meetings in some
companies, most commonly from being added
to the distribution of other materials in circulation

Annually

Quarterly

a quarter of the companies surveyed gave
trustees wide access to management data
which they could pull information from.
A small number of respondents conducted

Fig 17: Forming an opinion on company board
effectiveness

calls outside of formal meetings as a means
When probed, levels of holding to account varied,
highlighting the practical challenges of turning
principled concepts into practice. For some, this
had been achieved early through design, but for
most it had taken time to experience the pivot
where discussion around company updates was no
longer a duplication of other management meetings
and instead started holding to account. Several
companies admitted to still building to this point.
The majority were reliant on a subjective feel
on how effectively the company was being
run rather than any evidenced approach.

20

Company led board reviews

EMPLOYEE OWNERSHIP TRUSTS

Fig 18: : Sources of independent trustee director

Appointing trustees: Initial trustees tended to
be appointed by the company but there were
examples where employee trustees had been
elected by employees from the outset.
Thereafter, the most common method:
•

for electing management trustees was by
nomination from the operating board; and

•

for electing employee trustees was through

Whilst the company invariably selected the initial
independent trustee, most companies anticipated
the trust board selecting their successors.
Most trustees were expected to serve for three
Professional advisor
Family advisor

elected although this was only established in the
articles or trust deed in a minority of cases. Many
respondents had however staggered appointments
Whilst most trusts ran some form of induction, it was
generally not formalised. The independent trustee,
where one was appointed, was commonly used in
a mentoring role. Just under half the respondents
invited trustees to observe a meeting prior to
taking up their appointment, and approximately
and Head of Finance in their induction package.

Independent trustees: Most companies
had appointed an independent trustee, and
it was a remunerated role. Just under half
relationship with the company or founder.
The most common reasons for bringing in an
independent trustee, in order of commonality, were:
•

professional advice that it was best practice

•

external challenge to the company board

•

to bring in broader experience of trusteeship
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Employee ownership aligns employees more
closely to the company, via involvement in
its dialogue through to the potential to share
directly in its success. This part of the survey
concentrates on these facets of company practice.

Building collective identity and purpose: There
was no single term commonly used to describe
owned company although, in nearly all, the term
adopted served as an underlying statement on

The remainder had adopted one of:
•

a period equal to the probation period, or
completion of a probationary period

•

any period of employment during

•

three months or six months
employment with the company

Bonus payments under the trust: All
transition, the majority on an annual basis.

partners, colleagues, to staff or a play on the
company name. Many companies had involved staff

lived values and a culture of openness have
contributed to better alignment and promoting
collective identity. Several companies saw transition
were and had involved their employees in the
to live by as part of the transition process.
Many companies had also created their own customs
and cultures to foster team identity and inclusivity,

internal understanding and transcend internal silos
to create greater teamwork and sense of collegiality.

generally retained them. Some, those mainly
performance or incentive based, were embedded
in employment T&C but the main impact of
employee ownership has been to formalise
payments that had previously been discretionary.
The three prescribed methods for calculating
companies have wanted to use bonuses.
There was no single common approach but
only a few had adopted equal share.

Fig 19: Methods for calculating EO bonus

No

The majority of respondents felt their company had
already been founded on strong values; employee
ownership was a model to enhance, develop and
further enshrine rather than create from new.

Yes
Over 80% of
these brought
senior managers
onto the board

the trust: Just under half of respondents had
set their main eligibility criteria to become
employment with the company (the maximum
allowable under current relevant legislation).

Pro rata length of service
length of service

Pro rata
Pro rata hours worked
Equal share
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of monthly surplus
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Just under half of respondents
transition, although few directly attribute their
introduction to employee ownership. Common
examples were more contextual, such as leave and

Ideas and topics included:
•

on internal processes and organisation

•

proposing new products or services

•
•

observations on facilities and internal

•

ideas for community involvement projects

Some companies had reached a point where

Many used focus groups to inform big decisions.
All felt there was still substantial reliance on
Employee forums: Just over half of the
companies had some form of employee forum,
with the aim primarily being to create a channel for
employee voice.

with company dialogue, however informed
employees were. The companies who seemed to
be achieving most impact were the ones where
there were active questions from management
with which employees could engage.

the most common names for the group, although
the notion of an internal advisory board was also
encountered; shifting emphasis from a group that in
that brings employee insight to strategic challenges.
All companies felt they derived value from the forum,
although most had evolved through custom rather
than from the basis of considered or set outputs.
The size of the group was, in all cases, proportionate
to the complexity of the organisation with the aim of
ensuring key functional or geographical groups had
a voice. Most employee forums in the companies
interviewed comprised a trustee and employees,
a small minority invited trustees in the capacity of
observer rather than full member. This combination
was by no means universal, there was also an
example of an employee forum running without
any trustee or senior management involvement.
The procedure for becoming a member was
generally quite formalised, with the most common

Employee ownership encourages greater
engagement and participation from all, which

communications from across all parts of the survey.

Communications between the board and
trustees: In all of the companies surveyed, a
company director attended trustee meetings to
provide company updates, although some place
emphasis on the individual being able to separate
roles where that director was also attending as
a trustee. Their reports commonly covered:
•
(and annual accounts)
•

operational pipelines

•

project updates

•

progress against the plan

•
Employee participation: All companies were able

•

could, in part, be attributed to a culture of employee

•

risks
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Whilst all companies considered transparency
as implicit, very few broke out a straightforward

Fig 20: Main methods of internal
communications

the format of their updates. Neither did they
share operating board minutes as part of this
transparency of the issues being considered.
Communications between trustees and the
trust board level.

Communications between the board and
employees: All companies felt downward internal
communications had increased with employee
In particular, it had prompted greater transparency
more focus on employee good news stories and
human factors. Some companies had also widened
access to management information on transition.
Familiar avenues for generating shared awareness
existed in every company, ranging from team and
management, anonymous feedback channels, and
The frequency of team and staff meetings varied
on usual workplace routines, yet they were seen
by the majority as the main vehicles for internal
communications and engagement. Companies
where team meetings were regularised, prioritised
seemed to be achieving the greater value.
As at board to trust level, very few companies

context and challenges.
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Team meetings
Whole staff meetings
Walking the patch
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Communications between the trustees and
employees: Across the respondents, there was
little direct communication between trustees
and employees, beyond those trustees involved
with an employee forum. Many companies had

ins, visits to the workplace or virtual meetings
and felt employees had found this reassuring.
All companies had found the employee trustee
in particular often played an important bridge in
communications, especially where they had been in
place during the early stages of transition. However,
their potential was dependent on how much priority
had been given to identifying and growing their role
as a representative of the employee constituency.
Most trusts had established an avenue for direct
contact, but the key dynamic in ensuring the
right link between trustees and employees was
understanding the other avenues of communications
in play and where they led. Many companies had
found it important to be clear to employees (and
sometimes trustees) about what was still internal
management business under employee ownership.
Mostly, trustees sifted employee mood from the
outputs from an employee forum (where one
existed), from matters brought to the trust board
via the operating board, from issues picked
up through company updates, or from internal
trustees picking things up in their normal work.
About a third of respondents had implemented
All companies had used or envisaged
strategic proposals, such as those in the
matters to be referred, which had enabled
on issues with direct impact.
Most trusts did not share the full minutes of their
policy on not sharing operating board minutes.

25
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However, it is interesting that founders tend to stay
emerging common practice around the establishment
of employee ownership in SME businesses. At the

to feel their way and where there is an important
role for the sector to play in supporting businesses
to better understand what good practice looks like.

at least 51% or more of equity to be held on behalf
of employees (it is the case for all the businesses
who participated in this study). This makes sense

selling owners and the new employee owners.
Currently most SMEs seem to require cash
reserves in the business to help fund the initial
purchase of the shares by the trust. As the size
see whether demand from businesses without

Digging between the lines of the common practice
practice that the sector should continue to track
and explore. The authors of this report are clear
disrupt regular company business, but importantly if
it is expected to deliver more than just an effective
succession plan there should be more considered
actions undertaken by management teams.
It is encouraging that a transition into employee
ownership tends to be accompanied by change at
operating board level, with almost all companies
roles to grow or formalise an operating board.
Companies appear to progress fairly quickly with
transferring responsibility from founder to MD and
establishing a directorship function, although few of
those surveyed had gone back to formally evaluate
leadership effectiveness as part of the journey, either
from their own initiative or prompted by trustees.
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before fully stepping back into either a trustee
role, minority shareholder position, or exiting. It
is clearly a welcome feature that the governance
However, it is a topic worthy of further examination
to establish whether this continued strong presence

impact on whether employees feel they have a
meaningful voice as new owners in the business.
Those companies introducing an employee
forum saw relatively quick impact in generating
dialogue and a greater feeling of inclusivity in
employees, who could see the issues impacting
them at work being aired publicly. Nevertheless,
combinations of more communications pushed
out, an employee forum, and a cycle of team and
staff meetings did not, in themselves, generate
greater participation. The governance system,
even under employee ownership, seems to need
something more to spark an ongoing conversation.
Effective trusteeship seems to bind the system
and is its safeguard. The role of independent
trustees appears to be critical, particularly in new
undertakes a mentoring role in their interaction

tending to stay very active in their businesses after
onto trust boards, this suggests the actual and
perceived independence of those independent
trustees may prove critical to employees.
Companies have not generally struggled to
maintain the distinction between operations and
oversight, but the practice of trustees holding
operating boards to account for how effectively
they run their businesses is still an area of
development. A number of trust boards spent time
in their early years clarifying what matters came
to them for approval versus consultation, and
what issues raised to them by employees were
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operational matters for the management team.
Trustees are, in the majority of cases, focusing on
the same sets of management information as the
operating board. Trusteeship suggests a broader set
of metrics establishing how the company is being
face of this snapshot, trusteeship could prove to be
the component of employee ownership that takes
longest to evolve and deliver its fullest potential.

What is evident from this small survey is that there
opportunities. In the experience of the authors,
the companies surveyed here are typical of the
sector in that their ethos and underlying core values
drive them to want to make employee ownership
work, and for the company to build on its past
in a more collegiate and transparent manner.

In conclusion, there are some consistencies across
these SMEs in their approach to how employee
ownership can work for them and the governance
framework in place to create this. However, at
this early stage in their development there is also
a recognition that areas remain where greater
attention or understanding would be helpful and
ownership can bring for the business and its people.
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