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Executive Summary
This report advises the service company run by a family preparing to list on the “Alternative Investment Market” (AIM) in the UK. It introduces corporate governance and agency theory, highlighting the need for accountability, transparency and aligning management with shareholder interests. Despite reducing ownership to 30%, the family can retain its strategic control through dual-share structures and shareholder agreements. Director remuneration should be determined by an independent remuneration committee with performance-linked incentives and transparent disclosure. Institutional differences between the UK, Shanghai and the Netherlands reveal regulatory and cultural variations, with the UK and the Netherlands offering over transparent and investor-friendly environment than China. 
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[bookmark: _Toc200792712]Introduction
International financial management is the practice of managing the financial activities of businesses that operate across national borders. This report will highlight financial advice for the family company, which is a private limited company with 25% shareholding by each of the 4 directors of the organisation, preparing to list on the “Alternative Investment Market” (AIM) in the UK. This report will introduce the concept of the requirements of corporate governance along with agency theory and its significance to “public limited liability” companies, processes through which the current board retain control of the company while holding 30% of its shares, decisions on remuneration of the directors and the possibility of the company to list in either Sanghai or in the Netherlands. 
[bookmark: _Toc200792713]“Discussion of findings (Sub-tasks A – D)”
[bookmark: _Toc200792714]a. “The concept and the requirements of corporate governance and agency theory, along with their importance to public limited liability companies.”
“Corporate governance” refers to the system of rules, processes and practices by which an organisation is controlled and directed. It mainly assures that the operation of the company aligns with the interests of its stakeholders. According to Efunniyi et al. (2024), Corporate governance encompasses accountability of the Board of shareholders, ethical conduct, transparency and effective internal control systems and balancing interests between ownership and management. For AIM-listed companies, the UK Corporate Governance Code is not mandatory; however, adherence to a recognised code such as the QCA Corporate Governance Code and a “Comply or explain” approach is expected (Lexisnexis, 2025; FRC, 2025). In the case of public limited companies, it includes independent non-executive directors, separate roles of CEO and chairperson, audit, remuneration and nomination committees and transparent risk management and stakeholder communication (ACCA Global, 2025). 
[image: ]
Figure 1: Agency theory 
(Source: Snippert et al. 2015)
As mentioned by Moloi et al. (2020), the Agency theory describes the link between a principal, who is a shareholder and an agent, such as managers or directors, where the principal delegates tasks to the agent. The main concept of this theory is that the agent may have different interests or goals from the principal, leading to potential conflicts and agency problems. In a public company, conflicts can arise if managers pursue personal interests rather than shareholder value. Mechanisms such as performance-based payment, shareholder voting rights and board oversight are used to align interests and reduce agency costs (Khandelwal et al., 2023; Akinsola, 2025). Thus, in the public limited company, corporate governance and agency theory play significant roles in maintaining regulatory standards and enhancing stakeholder engagement. 
[bookmark: _Toc200792715]b. “Processes through which the current board can retain control of the company after listing on AIM”
As mentioned in the scenario, if the family-run private limited company acqurie becomes successful at listing on A, shareholding by the board of directors will fall to 30% and the shareholders will buy and hold 70% of the shares. In this context, the current board of the organisation can retain its control over the company through mechanisms like Dual-Class Structure and shareholder agreements with institutional investors. According to Kvetenadze (2022), a dual-class share structure means a company offers two or more distinct classes of shares with different voting rights and dividend payouts. The company can create Class A shares with enhanced voting rights, and external investors can receive Class B shares with standard voting rights. This allows founders to pursue a long-term vision rather than facing pressures to focus on short-term outcomes. However, “dual-class shares” create an entrenched class of shareholders who are free to make wrong decisions without consequences. 
As mentioned by Johnston et al. (2022), a shareholder agreement with institutional investors is a legally binding contract which outlines the rights, duties and responsibilities of all stakeholders, including institutional investors, within an organisation. Hence, the company can negotiate reserved matters such as acquisitions, dividend policy and CEO appointment to require family approval. This can offer benefits like clarifying roles, mitigating disputes and safeguarding minority shareholder interests; however, it can also lead to reduced flexibility. This can help diversify organisational structure with centralised control of the current board of directors. 
[bookmark: _Toc200792716]c. “Director Remuneration Structures”
Fair and transparent remuneration is necessary for attracting investors towards the organisation and complying with strong corporate governance. According to Shiyyab (2024), the development of a remuneration committee is composed of independent non-executive directors who ensure pay aligns with performance and market benchmarks. Remuneration policies should include base salaries aligned with responsibilities and sector benchmarks, short-term incentives such as bonuses tied to KPIs like EBITDA, revenue and customer retention and long-term incentives such as equity-based plans to align with stakeholder value (van Wyk and Wesson, 2021). Regular reports to shareholders on direct pay are needed, along with justifications of any material changes in remunerations to maintain disclosure and transparency. Apart from these, the company should use compensation consultants or peer company data to determine a fair pay structure. For example, Unilever Plc is a renowned public limited company in the UK, which has a Remuneration Committee led by its independent directors (Unilever, 2025). Details on the Remuneration Policy of Directors, including information about Directors’ service contracts, and details on how they have implemented the Directors’ Remuneration Policy, are included in the Remuneration Report of Directors within the Annual Report as well as Accounts of Unilever. Shareholders of the company vote annually on the remuneration report. Barclays Plc is another public limited banking company where the salary of the CEO reached 10.5 million GBP in 2024, the overall compensation, including bonuses and other benefits, which is benchmarked against major banks (Makortoff, 2025). AstraZeneca Plc offers performance share plans based on 3-year total stakeholder return (Investing, 2025). Thus, this company can also implement this remuneration structure to ensure fair compensation for directors.
[bookmark: _Toc200792717]d. “Institutional Differences among the UK, Shanghai and Netherlands”
Regulatory Environment
	Features
	The UK
	Shanghai (STAR Market)
	Netherlands (Euronext)

	Corporate Governance
	Comply or Explain
	State-influenced, formal rules
	Strong emphasis on stewardship. 

	Transparency and Reporting
	High standards
	Moderate to high (state control)
	High with ESG focus

	Legal System
	Common Law
	Civil Law (state-driven)
	Civil Law (investor-focused)

	Foreign Investor Access
	Very Open
	Restricted especially for Control
	Open and stable


Table 1: Differences in Regulatory Environment among the three countries
(Source: Self-developed)
The table shows the difference between the regulatory environment in the UK, Shanghai and the Netherlands. The UK focuses on shareholder primacy with a strong focus on the independence of the board and accountability as the FRC code of corporate governance is based on the comply or explain approach, while the Netherlands balances shareholder and stakeholder interests and emphasises stewardship (Mela, 2025). Shanghai’s model is influenced by state-owned enterprises and concentrated ownership, which is more complex (OECD, 2025). The UK utilises a common law system where legal principles are derived from both statutory laws passed by Parliament and judicial precedents (Judiciary, 2025). China has been actively working on strengthening intellectual property rights with changes in copyright law, whereas, Netherlands operates under a Civil Law system (Netherlandsinnovation, 2020).
Institutional Factors
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Figure 2: Hofstede Cultural Dimensions of the UK, Shanghai (China) and Netherlands
(Source: The Culture Factor, 2025)
The UK  has a balanced government which is performance-oriented yet accountable. The strong individualistic drive encourages merit-based leadership in this country, which is flexible for innovation and listing on AIM. In China, there is an authoritarian decision-making process with low transparency, and cultural discomfort with independence in government can affect the decision-making. In the Netherlands, there is a strong stakeholder model which promotes employee and communication interests. This can encourage consensus-based boards. 
Implications for the Family Board
Shanghai listing may restrict autonomy, especially for foreign-controlled firms. Relocation to the Netherlands offers more flexibility and better access to EU markets, through control mechanisms must comply with strict government norms. Therefore, the UK remains the most flexible for small and family-led companies, which are looking to professionalise gradually. 
[bookmark: _Toc200792718]Conclusion
In conclusion, it can be stated that listing on AIM will significantly increase external accountability of the company as well as reduce equity control of the family. However, strategic control can still be preserved through governance decisions such as dual share and shareholder agreements. A strong corporate governance framework,, professional remuneration practices and awareness of cross-border institutional contexts are necessary for the long-term success of the organisation.
[bookmark: _Toc200792719]Recommendations
Recommendation 1: The company is recommended to proceed with an AIM listing with a dual-class structure and strong shareholder agreements
This can help the company maintain control over business decision-making and improve productivity within the organisation by meeting shareholders' interests. Strong dividend payout can enhance shareholder engagement with the company, making financial performance more stable. 
Recommendation 2:  The company is recommended to formalise the governance process. 
A strong structure of remuneration can help improve stakeholders' interests and engagement with the company when it is being transformed from a “private limited” to a “public limited” company. This process can help the company think about long-term expansion in the Netherlands and not in Shanghai, if international listing is reconsidered. Overall, the shift from a family-led structure to a public limited company needs strong corporate governance, where agency theory is important to build a strong relationship among stakeholders. 
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