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Outline

1. More Control Enhancing Mechanisms (CEM) on the books in Europe

i. Loyalty Shares with Tenure Voting: Italy, Belgium, Spain

ii. Dual-Class: UK (listing rules) and Germany (planned)

2. Loyalty Shares, as used today, are de facto dual class

3. IPOs and dual class

4. ESG and dual class
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Dual Class Structures are Controversial

1. Institutional Investor opposition

• preference for bans over private ordering

2. Sunset Provisions

• private ordering in most countries

• mandatory in some cases, e.g. UK listing rules

3. Index Inclusion

• private ordering – investors can choose index



Loyalty Shares with Tenure Voting

Pernot Ricard Universal Registration Document 2022

Adoption outside France (e.g. in Spain) motivated by the transposition of Directive 

(EU) 2017/828) as regards the encouragement of long-term shareholder 

engagement.



Tenure Voting:

France

Italy

Belgium

Spain



How many votes are there at any one point in time?



Italy: Special List









Campari Group 



Source: Oxera Study of Primary and secondary equity markets in the EU for the European Commission



Dual Class Arguments: IPOs

1. IPOs and Dual Class

i. Large number of IPOs in the United States and Sweden, often with dual class

ii. Few(er) IPOs in other European countries

German/UK argument => introduction of dual class will lead to more IPOs

Correlation is not causation, but a powerful political argument

Is it harmful to put dual class on the books?





Dual Class and ESG



Dual Class Arguments: ESG

1. ESG and Dual Class

i. Founder wishes to commit to ESG at the expense of shareholder value (e.g. no animal testing; 

no plastic bottles) (Hart and Zingales 2017)

ii. The market for corporate control gets in the way: raider or activist could take control and change 

strategy;

iii. Why not use one-share-one-vote with 50%+? Expensive. Dual class is ideal for locking in vision.



Conclusion

1. Loyalty shares with tenure voting are not the new (or better) dual class

• Less transparent, less predictable, less effective

2. The practical problems with tenure voting could be overcome with technology

• Long-term institutional shareholders would acquire multiple voting rights

• But is there any demand for this, if ”stealth dual class” was all along?

3. ”Reward for long term-shareholders”

- Cash-flow loyalty shares (cash flow warrants) can be used with dual class or tenure voting

4. IPOs and ESG

• Strong arguments for putting dual class on the books

• Private ordering arguments for putting compensating measures on the books as well, for example 

list voting or representation on nomination committees

• Dual class preferable to non-voting shares for institutional shareholders


