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Corporate Governance and Agency Theory: Recommendations for Listing on AIM Report

[bookmark: _Toc190339822]Executive Summary

This report examines fundamental considerations for the successful shift of a service company operated by a family structure into a publicly listed company in the Alternative Investment Market (AIM) in the UK. The initial section of the report elaborates on the basics of corporate governance alongside the agency theory. It also justifies how and why such systems guarantee transparency and accountability, creating a platform for shareholders' trust in public limited companies. Such systems depict their importance by reducing the problem of conflict of interest between the board of directors, management, and the shareholders of any company. Following the anticipated reduction of family shareholders' ownership down to 30%, strategies to retain strategic control of the firm are thoroughly examined. Moreover, the basis for the stakeholders to control the firms depends on the dual-class share system, the agreement between the shareholders, and the use of the director board position. Shanghai and the Netherlands, potential listing markets are also being assessed through institutional and regulatory analysis to determine the conditions regarding governance standards and legal and cultural factors. The report provides all-inclusive recommendations that will ensure a smooth transition to public listing while maintaining strategic family influence and building investor trust for the long-term success of the listing of a company. Recommendations develop strong governance frameworks, including remuneration committees, ensuring that compensation is aligned with company performance and shareholder interests.

[bookmark: _Toc190339823]Introduction

Companies transitioning from private limited ownership status to AIM public listing face various opportunities and challenges that must be addressed. The company aims to access broader capital markets while retaining strategic control despite the family’s shareholding reducing to 30%. To maintain control in this shift, organizations must study ways that protect influence over their strategic choices, directions for growth, and dividend schemes. This report elaborates on the significance of corporate governance and the associated agency theory in this context, approaches to control retention, the underpinning principles of director remuneration, and institutional issues concerning listings in Shanghai and the Netherlands. Recommendations are based on best practices and underpinned by academic and professional views.

[bookmark: _Toc190339824]Discussion of Findings

[bookmark: _Toc190339825]Corporate Governance and Agency Theory

Corporate governance refers to the comprehensive framework of rules, practices, and processes that establish how an organization is steered and managed (Garzón, 2021). The framework guarantees fair management relations and transparent communication between company leadership, stakeholders, and investors. A company aiming to list publicly on AIM needs stronger corporate governance mechanisms that build shareholder trust while defending against potential agency conflicts. Turnbull (2019) emphasized that effective governance models protect not only the interests of shareholders but also cater to more significant concerns of organizational control and operational efficiency in varied cultural and institutional contexts. At the heart of corporate governance lies agency theory, which looks into the conflicts between principals (shareholders) and agents who are management or directors, as well as problems arising from their different goals and incentives. Jain (2022) shows disagreements between executives and investors emerge due to differences in objectives where the involved directors seek personal advantages while shareholders pursue maximum wealth. The presence of independent audits alongside well-defined reporting frameworks and performance-dependent incentives helps solve these coordination problems. Also, Kyere and Ausloos (2020) show how organizations achieve ethical operations and streamlined efficiency when effective governance policies align the objectives of shareholders and management to work together.

[bookmark: _Toc190339826]Retaining Control with 30% Shareholding

The family must prioritize maintaining strategic control when their shareholding declines to 30% after the company listing process. Applying particular governance structures constitutes the solution to this issue. One such approach is the dual-class share system because it generates company stock options with variable voting power levels. Lund (2019) demonstrates how dual-class share systems let founders and pivotal stakeholders retain substantial voting authority despite decreasing economic shareholding. The company ensures its strategic direction remains under family control by issuing shares with superior voting rights to the family. The organization develops an influential control system for strategic management by establishing formal agreements amongst shareholders. These agreements grant the parties privileges, including the right to veto significant decisions and appointment approval or rejection. Rock (2020) noted that shareholder agreements allow shareholders to attain strengthened powers yet remain valid in offering protection for outside investors. The composition of members within the board constitutes a manner through which management's direction gets control. The key positions in the board appointed by family members secure the company's future as defined by the family for the company. Zaman et al. (2020) suggest the appointment of independent directors sympathetic to family goals since this approach achieves unity between family interests and external shareholder requirements. The organizational structure permanently safeguards the family business control through the institutional protections brought about by the company bylaws and charters granting rights to the controlling power. 

[bookmark: _Toc190339827]Director Remuneration Structures

The remuneration of directors is one of the major components of corporate governance because it aligns the directors' goals with the shareholders' expectations. Well-structured remuneration systems that are transparently operated avoid excessive compensation through appropriate safeguards while allowing the determination of fair compensation. According to Mumu et al. (2021), an optimum structure for the remuneration committee should be dominated by independent directors. Besides conducting policy compensation auditing, the committee removes possibilities of conflict of interest. Remuneration packages must relate directly to measurable performance. Independent control systems with complete transparency will facilitate financial compensation that ensures retention of congruence between corporate objectives and shareholder wealth maximization. Hodges (2019) states that a structure should supervise awards combining bonuses, stock, and profit-related pay. These practices undermine the principle of distributive justice regarding rewards and develop conflicting pay interests, leading to compensation-level growth that is not intended. Hodges’s (2019) research shows that firms generate sustainable value through responsible reward systems when independent remuneration committees work with fully transparent compensation details. Zhao and Li (2019) explicate how the board's accountability and the shareholders' power develop a transparent ecosystem whereby the pay system mirrors the performance benchmarks, thus needing formalized solutions for remuneration matters. Further, transparency in the remuneration and compensation paid to the director develops investor's confidence. Matching compensation with industry standards remains an imperative concern of management. Zhao and Li (2019) highlight that fair compensation attracts and retains top talent while mitigating the risk of shareholder dissent. A company that follows these principles will develop remuneration structures that achieve strategic objectives and preserve stakeholder confidence.

[bookmark: _Toc190339828]Institutional Differences: Shanghai vs. the Netherlands

Given the differences in institutional frameworks, the nature of a firm's corporate governance practices is primarily determined by the location of its listing. In China, corporate governance models reflect firm state control and community-oriented cultural values. Jain (2022) observes that the governance of Chinese corporations focuses on maintaining the stability of operations and striving for long-term development while taking care of the interests of various stakeholders. For example, Chinese stock exchanges in Shanghai and Shenzhen began enforcing new disclosure requirements for sustainability reporting on listed companies' environmental, social, and governance activities (Zaman et al., 2020). Such governance dynamics, therefore, reflect the influence of China's unique institutional and cultural contexts on corporate practices​. Since the company plans to migrate to the Shanghai market, it must manage its regulations thoroughly and work through multiple state agency supervision levels. Through stakeholder-based governance tactics, Dutch regulations secure shareholder fairness, employee rights, and requirements from other vested parties (Lokin & Veldman, 2019). The Netherlands uses corporate governance structures that unite sustainable practice commitments, high corporate social responsibility standards, and stronger employee rights protections. Lokin and Veldman (2019) state that Dutch companies operate under codetermination laws, providing employees substantial power in decision-making. Organizations that adopt this approach create systems that combine company targets with larger community goals. The company must grasp institutional differences since such variations determine suitable markets for their business listings. The world’s largest capital market in Shanghai, yet businesses navigating it encounter regulatory complications alongside Chinese cultural subtleties. Stakeholder-driven governance in the Netherlands uses social responsibility and sustainability principles to strengthen corporate reputation among worldwide investors. The company will achieve its strategic intentions through implementation approaches reflecting local regulations and cultural dynamics while maintaining necessary compliance with jurisdictional requirements.
[bookmark: _Toc190339829]Conclusion

As the company moves from its private family operation stage into public ownership listed on AIM, business benefits and executive problems will be realized. This report shows that the corporate governance and agency theory indicate where transparency has been built to establish accountability and trust in securing and sustaining the investor's confidence. Mechanisms involving dual-class shares, shareholders' agreements, and strategic board appointments will be crucial in helping navigate the reduction of family shareholding to 30%. At the same time, control is maintained, and the interests of external shareholders are considered. When matched with industry standards and performance measurements, remuneration structures for directors create transparency and serve as a foundation for accountability. Furthermore, the institutional and regulatory differences between Shanghai and the Netherlands offer unique opportunities and challenges. The capital markets in Shanghai offer tremendous resources, yet businesses must deal with numerous intricate regulatory constraints. The Netherlands market demonstrates stronger cohesion with corporate social responsibility and sustainability principles through its stakeholder-centric governance framework. By integrating all the above insights and recommendations, [Company Name] can successfully transition to the public listing format without losing strategic influence for the family while ensuring alignment with increased expectations from the broader investor base. These elements will indeed create a proper grounding for growth and success in the public arena.

[bookmark: _Toc190339830]Recommendations

The company should adopt dual-class shares and shareholder agreements. According to research by Lund (2019) and Rock (2020), families maintain primary voting control through dual-class shares while gaining access to outside investment sources. Shareholder agreements establish veto power mechanisms over essential business choices that support strategic plan coordination.
The company should form an isolated remuneration committee to increase the openness and obligation levels regarding executive pay structure decisions. According to Mumu et al. (2021), these committees are essential in administering executive compensation strategies that tie financial rewards to organizational performance, harmonizing executive actions with shareholder expectations. 
The company needs to increase board independence, an important aspect of corporate governance. Kyere and Ausloos (2021) prove that the presence of independent non-executive directors increases good governance through their impartiality in monitoring and decreasing agency conflict between managers and shareholders.
Lastly is engaging stakeholders continuously. Rock (2020) affirms that through consistent stakeholder engagement, an organization can build trust while meeting both the expectations of its shareholders and social objectives for an improved reputation.
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