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[bookmark: _Toc201264059][bookmark: _Toc201479136]1.Introduction:

The transition from a private limited company to a publicly listed entity marks a significant strategic and operational shift, particularly concerning changes in ownership structure, increased regulatory responsibilities and heightened corporate accountability. This report has been elaborated in the context of a family-run service business planning to list on the Alternative Investment Market (AIM) in the UK. Presently, the company is owned and managed by four sibling-directors, each holding an equal- 25% share. Following the public listing, family ownership is expected to decrease to 30%, with the remaining 70% of shares being offered to external investors.
This expected change highlights the urgent need to establish robust corporate governance and agency frameworks to ensure transparency, accountability, and alignment of interests between the management team and the wider shareholder base in a public company environment. Additionally, the family’s intention to maintain strategic control despite a minority ownership stake introduces further complexity, imposing careful planning around governance and ownership structures. The report also examines the progress of equitable and performance-based director remuneration schemes, and evaluates the potential institutional and regulatory differences that could arise should the company consider an international listing, such as in Shanghai or the Netherlands. The overall target is to provide academically informed insights and practical strategies to support a successful and sustainable shift to public ownership.



1. [bookmark: _Toc201264060][bookmark: _Toc201479137]Introduction to Corporate Governance and Agency Theory:
1.1. [bookmark: _Toc201264061][bookmark: _Toc201479138]Corporate Governance: Concept and Requirements:

[image: Words in a crossword
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Corporate Governance incorporates the system of rules, relationships, processes, and structures through which authority is directed and controlled within a company (Shoaf, 2005). 
Effective governance supports key principles such as:							Fig.1.
· Accountability;
· Transparency;
· Fairness;
· Responsibility to both shareholders and other stakeholders.
For companies pursuing admission to the Alternative Investment Market (AIM), governance methods are primarily shaped by the QCA Corporate Governance Code. This code emphasizes:
· A well-structured and stable board, involving the presence of independent directors;
· Clearly defined roles and responsibilities;
· Strong strategic planning and risk control;
· Accessible and transparent interaction with stakeholders.
Even if AIM does not impose the more stringent UK Corporate Governance Code applicable to Main Market listings, investors still assume companies to establish strong governance standards to reduce risk and support long-term achievement (Paul Sanderson, 2005).

1.2. [bookmark: _Toc201264062][bookmark: _Toc201479139]Agency Theory: Overview:

[image: A diagram of a company's work process

AI-generated content may be incorrect.]Agency Theory inspects the relationship between a principal and an agent, where the agent is tasked with making decisions on the principal's behalf (Leepsa, 2017). 
The theory focuses on the potential conflicts of interest that can
								   Fig.2. 
arise between the two parties and proposes ways to reduce or manage these conflicts. It is commonly used to analyse the dynamic between shareholders, who are the principals, and company managers, who act as their agents, within a corporate environment.
	Key risks:
	Mitigation strategies:

	· Directors pursuing personal interests (e.g., excessive pay, risk aversion);
· Shareholders being unable to monitor daily decisions;
· Misalignment of objectives and incentives.
	· Transparent reporting;
· Performance-linked remuneration;
· Independent oversight;
· Shareholder voting rights.



In the UK, Public Limited Companies (PLCs) hold an important position by enabling access to capital, increasing public visibility, and offering shareholders greater liquidity (Jong, 2016). These companies are governed by stringent regulations aimed at safeguarding investor interests and ensuring transparency.



2. [bookmark: _Toc201264063][bookmark: _Toc201479140]Retaining Control While Holding 30% of Shares:

Although holding 30% of a company’s shares offers considerable influence, it does not typically equate to outright control. In most cases, control-particularly in a public company-requires ownership of more than 50% of the voting rights. However, a 30% stake can still be strategically powerful and may be sufficient to influence key decisions or block certain corporate actions, particularly when combined with other mechanisms (Ooi, 1999).
For example, under UK company law, a shareholder with 25% or more can block special resolutions, which require a 75% majority to pass. This gives a 30% shareholder the ability to prevent changes such as amendments to the company’s constitution, approval of certain large transactions, or other significant strategic shifts. Also, forming alliances with other shareholders or securing board representation can further enhance influence. Introducing dual-class share structures (where voting rights are not proportionate to ownership) is another potential strategy, although less common on markets like AIM and subject to investor scrutiny (Ooi, 1999).
	· Dual-Class Share Structures:
	· Issue Class A shares (public) with limited voting rights;
· Retain Class B shares (family) with enhanced voting rights;
· Common among founders who want capital but retain control.

	· Shareholder Agreements:
	· Legal contracts between shareholders to ensure voting blocs, board representation, and veto rights on key decisions.

	· Board Composition and Influence:
	· Make sure family members retain Board majority or Chairperson role;
· Appoint trusted non-executive directors aligned with family values;
· Utilize family office or holding company structure to pool influence.




In short, while a 30% shareholding may not provide full control, it allows for meaningful involvement in governance and can be leveraged through legal rights, board participation, and strategic shareholder engagement to preserve significant influence over the company’s direction.
3. [bookmark: _Toc201264064][bookmark: _Toc201479141]Director Remuneration and Governance Structures:
In the United Kingdom, the regulation of director remuneration is primarily governed by the Companies Act 2006, alongside additional regulatory frameworks, with a strong emphasis on transparency, accountability, and alignment with shareholder interests (Conyon, 1999). A central requirement is the establishment of a remuneration committee—typically composed of independent non-executive directors—tasked with overseeing and determining executive pay structures. 
Additionally, companies are obliged to submit their remuneration policies to a binding shareholder vote at least every three years, in addition to an annual advisory vote on the remuneration report.
	Principles of Fair Remuneration:
	
	Governance Structures Needed:
	

	Remuneration should:
	Types of remuneration:
	Remuneration Committee:
	Disclosure:

	1.Attract and retain qualified professionals;
2.Reflect performance and contribution;
3.Align with shareholder interests;
4.Be transparent and benchmarked.
	1.Fixed salary;
2.Performance-based bonuses;
3.Long-term incentives (e.g., share options);
4.Pensions and benefits.
	Composed of independent non-executive directors.
Responsible for:
1.Setting pay policy for executive directors;
2.Reviewing performance and aligning incentives;
3.Ensuring compliance with corporate governance codes;
	Publicly listed companies must disclose:
1.Director remuneration policy;
2.Pay ratios and justifications;
3.Annual Remuneration Reports.



Detailed expose requirements mandate the publication of comprehensive information regarding directors’ pay, including fixed and variable factors, performance metrics, and any long-term incentive arrangements. These measures are intended to ensure that remuneration practices are fair, performance-driven, and consistent with principles of good corporate governance, thereby fostering trust among investors and broader stakeholder groups (Conyon, 1999).
4. [bookmark: _Toc201264065][bookmark: _Toc201479142]Institutional Differences: Shanghai vs Netherlands Listing:

When pursuing a public listing abroad outside the UK, companies must carefully navigate the complex and varied institutional frameworks of different countries. Choosing between Shanghai (China) and the Netherlands, highlights two distinctly different environments, each presenting specific challenges and opportunities related to corporate governance, ownership structures, legal systems, and investor engagement. Obtaining a clear understanding of these contrasts is essential for sound strategic decision-making and adherence to local regulations (Schlevogt, 2001).
4.1. [bookmark: _Toc201264066][bookmark: _Toc201479143]Corporate Governance Frameworks:

	Factor
	Netherlands
	Shanghai (China)

	Governance Structure
	The Netherlands adheres to the Dutch Corporate Governance Code (2016), based on the “comply or explain” principle. It promotes transparency, board independence, and shareholder rights, and is consistent with EU standards. The governance framework emphasizes long-term value creation and stakeholder-oriented decision-making.
	Corporate governance in China remains highly centralized and state-influenced. Companies listed in Shanghai are subject to the Code of Corporate Governance for Listed Companies and oversight by the China Securities Regulatory Commission (CSRC). The presence of Chinese Communist Party (CCP) Committees within larger corporations is mandated, reflecting the state's strategic interest in corporate oversight.



· Shanghai’s governance model allows for tighter managerial or founder control, but the formal presence of state mechanisms and Party Committees may raise concerns for international investors regarding political interference and agency risk.
· The Netherlands model is perceived as more investor-friendly, with institutionalized mechanisms for accountability and protection of minority shareholders (Kees Van Veen, 2008).
4.2. [bookmark: _Toc201264067][bookmark: _Toc201479144]Legal and Institutional Environment:

· China’s legal system is civil law-based but subject to state and political influences. Rule of law is evolving, but courts lack full independence, particularly in cases involving strategic sectors. 
· The Netherlands has a strong tradition of rule of law, judicial independence, and predictable legal enforcement. Contractual and shareholder rights are well-protected under Dutch and EU laws.
· The Netherlands legal environment provides greater legal certainty and recourse for foreign investors. 
· The Chinese legal system, while getting better, still raises concerns regarding arbitrariness and political risk.
4.3. [bookmark: _Toc201264068][bookmark: _Toc201479145]Cultural and Institutional Norms:

· Chinese corporate culture emphasizes hierarchy, collectivism, and internal consensus. Decision-making is often centralized, and public dissent is rare. Guanxi (networks) and informal ties may significantly influence corporate affairs.
· Netherlands business culture values egalitarianism, open dialogue, and stakeholder involvement. The polder model of decision-making encourages negotiation and compromise among employers, employees, and government.
Cultural orientation may impact boardroom dynamics, investor communications, and expectations around corporate transparency. Companies must adapt their investor relations strategy accordingly (Hofstede, 1994).






4.4. [bookmark: _Toc201264069][bookmark: _Toc201479146]Conclusion and Strategic Implications:

	· Advantages:
	Netherlands Listing- High investor trust; strong legal framework; access to EU capital; robust governance norms
	Shanghai Listing- Control-friendly; access to Chinese capital markets; alignment with domestic industrial policy

	· Risks:
	Netherlands Listing- Less founder control (unless structured carefully); high regulatory compliance burden
	Shanghai Listing- Lower transparency; political interference; weaker legal protections for investors



In conclusion, a Shanghai listing may appeal to firms with strong domestic operations in China or those seeking capital with fewer constraints on managerial control. However, such advantages come with trade-offs in transparency and investor protection. 
Conversely, the Netherlands offers a stable, predictable environment ideal for companies aiming to build enduring relationships with international investors, provided they can accommodate higher governance and disclosure standards.










5. [bookmark: _Toc201264070][bookmark: _Toc201479147]Conclusion:

In summary, strong corporate governance and a solid scope of agency theory are critical for promoting transparency, accountability, and long-term business success.
Although a 30% ownership stake does not equate to absolute control, it can offer considerable influence, especially when combined with mechanisms like shareholder agreements and board representation. Executive compensation should be designed to align the interests of management with those of shareholders, promoting both fairness and transparency. When evaluating international listing options, companies must weigh the trade-offs: listing in the Netherlands offers strong legal protections and high governance standards, enhancing investor trust; in contrast, a Shanghai listing may provide more managerial control but comes with increased political and regulatory uncertainty (Delmas & Blass, 2010). 
Ultimately, governance decisions should be strategically aligned with the firm’s long-term goals and the expectations of its global investor base.
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