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Abstract 
Founder-owners make strategic choices from a position that is structurally different from that of hired 
managers. Their financial wealth, formal control, organizational role, identity, relationships, and future 
livelihood can be concentrated in the same enterprise. Yet research on strategic decision-making, 
entrepreneurial cognition, founder identity, family-firm preferences, professionalization, and entrepreneurial 
exit has largely examined these mechanisms in separate conversations. This paper develops ownership 
decisions as a distinct class of high-consequence strategic choice and proposes a behavioral theory of founder-
owner decision-making. I define an ownership decision as a strategic choice that materially alters at least one 
of four conditions: residual control rights, the owner's firm-specific capital exposure, the organization's 
dependence on the founder, or the feasible set of future ownership paths. The paper distinguishes ownership 
decisions from ordinary managerial choices and develops a six-feature decision architecture comprising 
objective configuration, evidence state, perceived constraints, control-right consequences, reversibility and 
path dependence, and stakeholder interdependence. Seven propositions explain how identity-control coupling, 
evidence ambiguity, founder dependence, perceived optionality, governance, and structured decision processes 
shape preference, delay, and action. The framework integrates behavioral strategy with entrepreneurial 
judgment, property-rights theory, founder identity, socioemotional wealth, professionalization, and exit 
research. It also proposes a multi-method research agenda based on decision-episode interviews, scale 
development, longitudinal panels, experiments, and archival event data. The central claim is that many 
outcomes attributed to firm strategy are partly produced by ownership-level choices whose behavioral logic 
cannot be understood by treating the founder as a detached financial optimizer or by treating ownership as a 
static firm attribute. 
Keywords: ownership decisions; founder-owner; behavioral strategy; strategic decision-making; entrepreneurial 
judgment; founder identity; professionalization; strategic optionality; business transition 
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1. Introduction 
A founder is offered outside capital that would accelerate growth but require meaningful board rights. An 
owner of a profitable professional practice knows that the business cannot scale while every consequential 
decision, client relationship, and technical judgment depends on her, yet she delays hiring an operating 
executive. A family-business founder can sell at an attractive valuation, transfer ownership to the next 
generation, or continue operating for another decade. A founder-CEO has reached the point at which the 
organization requires managerial capabilities beyond those that created the venture, but relinquishing authority 
would also alter the founder's identity and role. These choices differ in transaction form, industry, and life-
cycle stage. They share a deeper feature: each changes the relationship between an owner and the enterprise, 
not merely what the enterprise does. 

Strategy research has long treated major choices as consequential because they commit resources, create 
precedents, shape capabilities, and alter organizational survival prospects (Eisenhardt & Zbaracki, 1992). 
Behavioral strategy further demonstrates that such choices cannot be explained entirely through assumptions 
of detached optimization. Attention is selective, cognition is bounded, reference points matter, and leaders 
interpret novel situations through existing mental representations (Gavetti, 2012; Ocasio, 1997; Powell et al., 
2011). Entrepreneurship research similarly emphasizes uncertainty, judgment, identity, and action when 
probabilities are not fully knowable ex ante (Foss & Klein, 2012; McMullen & Shepherd, 2006; Sarasvathy, 
2001). Yet founder-owners occupy a distinctive decision position that these literatures only partially integrate. 

In a widely held corporation, strategic choice is often analyzed through a separation among ownership, 
managerial authority, and personal wealth. In the founder-led private firm, these domains can collapse into one 
person. The founder may hold residual control rights, have a large share of household wealth tied to the firm, 
serve as chief executive, carry key customer relationships, embody the brand, employ relatives, and experience 
the organization as part of the self. Property-rights theory establishes that ownership conveys residual rights of 
control over assets when contracts cannot specify every contingency (Grossman & Hart, 1986; Hart & Moore, 
1990). Founder and family-business research shows that control, identity, continuity, and nonfinancial utility 
can materially shape firm behavior (Berrone et al., 2012; Fauchart & Gruber, 2011; Gómez-Mejía et al., 2007). 
Research on founder succession and professionalization further demonstrates that venture growth can generate 
pressures to redistribute authority, replace founders in managerial roles, and formalize organizational systems 
(Boeker & Karichalil, 2002; Gedajlovic et al., 2004; Hellmann & Puri, 2002; Wasserman, 2003). 
Entrepreneurial-exit research, meanwhile, treats exit as an integral part of the entrepreneurial process rather 
than simply the consequence of failure (DeTienne, 2010; Wennberg et al., 2010). 

The gap is not a lack of relevant theory. The gap is the absence of an integrated decision-level account of what 
happens when these mechanisms converge in a single choice. Consider a founder evaluating whether to sell 60 
percent of a business to an external buyer. Standard financial logic may emphasize valuation, liquidity, taxes, 
expected future cash flows, and risk diversification. But the same decision can simultaneously affect authority, 
identity, employment, family expectations, employee continuity, customer relationships, future influence, and 
the possibility of ever recovering control. These dimensions are not peripheral preferences appended to an 
otherwise financial decision. For founder-owners, they can be part of the utility structure of the choice itself. 

This paper develops the construct of the ownership decision and proposes a behavioral theory of founder-
owner decision-making. I define an ownership decision as a strategic choice that materially alters at least one 
of four conditions: (1) residual control rights over the enterprise; (2) the owner's exposure to firm-specific 
capital and downside risk; (3) the organization's dependence on the founder's labor, knowledge, relationships, 
reputation, or approvals; or (4) the feasible set of future ownership paths available after the decision. Examples 
include selling or retaining the firm, introducing an equity partner, transferring ownership to family or 
employees, accepting financing that redistributes governance rights, professionalizing management in ways 
that reduce founder centrality, making acquisitions that materially change ownership risk concentration, and 
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restructuring control rights. The legal transaction is not what defines the construct. The defining feature is a 
change in the architecture linking owner, organization, and future strategic options. 

The argument proceeds in four steps. First, I distinguish ownership decisions from ordinary managerial 
decisions and identify their scope and boundary conditions. Second, I integrate six theoretical foundations: 
behavioral strategy, entrepreneurial judgment under uncertainty, property rights and control, founder identity, 
socioemotional wealth, and research on professionalization and exit. Third, I develop a six-feature architecture 
for reconstructing ownership decisions and seven propositions about the mechanisms that shape them. Fourth, 
I specify a multi-method research program capable of testing the framework prospectively and longitudinally. 

The paper makes four contributions. The first is construct development. Rather than treating ownership as a 
static attribute of the firm, the framework treats changes in the owner-enterprise relationship as decision 
episodes that can be observed, compared, and theorized. The second contribution is to behavioral strategy. 
Founder-owner settings make visible a configuration in which managerial cognition, residual control, personal 
capital exposure, and identity are unusually concentrated in the focal actor. The third is to entrepreneurship 
research, where much theory has focused on opportunity discovery, venture creation, and entrepreneurial 
action. Ownership decisions extend the entrepreneurial process into growth, professionalization, transfer, and 
exit. The fourth is methodological: a decision-episode approach offers a way to study strategic ownership 
choices before outcomes are known, reducing reliance on ex post narratives and enabling comparison between 
expectations, implementation, and later consequences. 

The central claim is deliberately modest but consequential. Not every business decision is an ownership 
decision, and ownership decisions do not constitute a complete theory of firm strategy. However, in founder-
led and closely held firms, some of the most consequential strategic outcomes are generated by choices that 
simultaneously change economic exposure, control, organizational dependence, and future options. Explaining 
those outcomes requires theory that treats the founder-owner neither as a generic manager nor as a detached 
portfolio investor. 

2. Ownership Decisions as a Distinct Strategic Phenomenon 

2.1 From strategic decision to ownership decision 
Strategic decision research generally focuses on infrequent, consequential choices that commit resources, set 
precedents, and affect organizational health and survival (Eisenhardt & Zbaracki, 1992). Ownership decisions 
belong inside that broad domain but represent a narrower class. Their distinguishing characteristic is that they 
change the relationship between the decision-maker and the enterprise itself. A new pricing policy may be 
strategically important without changing who controls the organization, how much of the owner's wealth is 
concentrated in it, whether the organization can function without the owner, or whether the owner can later 
sell, transfer, or reclaim authority. By contrast, adding a 50 percent partner may alter all four. 

The distinction matters because strategic-decision theories often assume that the focal manager's preferences 
can be analytically separated from the firm's ownership architecture. Even upper-echelons theory, which 
brings executive characteristics into explanations of organizational outcomes, primarily asks how managerial 
backgrounds and values shape strategic choices (Hambrick & Mason, 1984). Founder-owner decisions create a 
more entangled setting. The same person can be principal and agent, investor and employee, strategic leader 
and family steward. Economic outcomes at the firm level may therefore diverge from the owner's threshold for 
acceptable performance or continuation. Gimeno et al. (1997), for example, showed that new-venture survival 
cannot be explained by economic performance alone because entrepreneurs have heterogeneous performance 
thresholds influenced by alternative opportunities and psychic income. The broader implication is important: 
the utility of continuing, transferring, or restructuring ownership may include forms of value that are not 
observable in accounting results. 



Paschal Ukwu | Ownership Decisions | Working Paper | 4 

An ownership decision is therefore defined here as a strategic choice made by a founder-owner or controlling 
owner that materially changes at least one of four consequence domains. First are control consequences: 
changes in residual rights, governance authority, leadership appointment rights, veto power, or practical 
decision authority. Second are capital-exposure consequences: changes in the owner's concentration of wealth, 
liquidity, guarantees, debt exposure, or share of residual claims. Third are organizational-dependence 
consequences: changes in how much the firm relies on the founder's production, tacit knowledge, reputation, 
relationships, approvals, or authority. Fourth are optionality consequences: changes in the number and 
credibility of future ownership paths, such as sale, recapitalization, succession, acquisition, family transfer, 
employee ownership, or renewed founder control. 

These domains make ownership decisions a relational construct. The same legal action can have different 
ownership consequences depending on context. Hiring a COO may be an ordinary managerial decision if the 
founder retains all decision rights and continues to dominate key relationships. It becomes ownership-relevant 
when it is part of a transfer of practical authority that reduces founder dependence and changes the future 
transferability of the enterprise. Similarly, an acquisition can be a portfolio-growth decision or an ownership 
decision if it materially concentrates the owner's personal wealth, requires new governance arrangements, or 
eliminates the ability to pursue alternative transition paths. 

Table 1. Distinguishing managerial decisions from ownership decisions 
Dimension Ordinary managerial / operating decision Ownership decision 
Primary consequence Changes an activity, resource allocation, or operating 

choice 
Changes the relationship among owner, enterprise, 
and future ownership paths 

Control rights Usually unchanged May redistribute formal or practical authority 
Capital exposure Often limited to operating results May materially change liquidity, residual claims, 

concentration, guarantees, or downside exposure 
Founder dependence May improve or worsen a local process May increase or reduce organizational reliance on 

founder labor, knowledge, relationships, or approvals 
Future optionality Usually leaves ownership paths intact May create, preserve, narrow, or eliminate future 

ownership alternatives 
Identity and stakeholder 
stakes 

Often separable from the manager's personal identity Frequently entangled with founder identity, family, 
employees, legacy, or community 

Reversibility Often more readily adjusted Frequently path dependent or costly to reverse 
 

2.2 Founder-owner as the focal actor 
The theory centers on the founder-owner: an individual who participated in the creation of the venture and 
retains meaningful residual claims or practical control. This focus is intentional. Founders often have deeper 
identity attachment, greater firm-specific knowledge, and more concentrated influence than later hired 
executives (Nelson, 2003; Wasserman, 2003). Founder role identity can affect entry into entrepreneurship and 
persistence in founding (Hoang & Gimeno, 2010), while broader identity research shows that founders' self-
concepts shape venture choices and organizational imprinting (Fauchart & Gruber, 2011; Radu-Lefebvre et al., 
2021). 

The framework can extend to controlling family owners, owner-managers who acquired rather than founded a 
firm, and concentrated blockholders who play active managerial roles. However, those applications require 
attention to boundary conditions. A second-generation family owner may have strong socioemotional 
attachment without founder identity. An acquisition entrepreneur may have concentrated wealth and control 
but limited historical identification with the firm. A private-equity sponsor may hold powerful control rights 
while deliberately avoiding role fusion with the operating company. The theory predicts that ownership 
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consequences matter across these settings, but the identity-related mechanisms should be strongest when 
founder role centrality and personal identification with the enterprise are high. 

2.3 High consequence is not the same as large financial magnitude 
The phrase high-consequence is used here to distinguish decisions whose effects accumulate across multiple 
domains and are difficult to reverse. Financial magnitude is one indicator but not a sufficient definition. A 
modest equity grant to a key partner can create enduring governance consequences. A founder's refusal to 
delegate a single customer relationship can preserve a dependence pattern that later reduces transferability. A 
family transfer at a low nominal price can have greater strategic consequence than a large capital expenditure 
because it changes control, succession expectations, and future decision rights. 

Consequence intensity increases when several conditions coincide: multiple ownership consequence domains 
are affected; the decision is difficult to reverse; the causal effects are delayed or uncertain; and stakeholders 
have divergent claims on the outcome. This distinction also separates importance from irreversibility. A 
decision may be economically large but reversible, as with a temporary credit facility. Another may involve 
little immediate cash but create path dependence, as when a founder grants permanent voting rights or 
reorganizes governance around a successor. The latter can have greater ownership consequence despite lower 
current financial magnitude. 

2.4 Boundary conditions 
The construct is most useful in closely held firms where ownership and managerial involvement are 
concentrated. It is less explanatory in three settings. First, routine operational decisions that do not materially 
alter control, capital exposure, founder dependence, or future ownership paths fall outside the construct. 
Second, in widely held public companies, the personal identity and capital exposure of a hired executive are 
typically less tightly coupled to residual control, although founder-led public firms may remain relevant. 
Third, decisions imposed by binding legal, financial, or regulatory constraints may leave little meaningful 
choice. The framework concerns situations in which credible alternatives exist and behavioral interpretation 
can influence selection, timing, or implementation. 

These boundary conditions prevent the theory from becoming a label for every decision made by an owner. 
The analytical advantage comes from identifying a narrower set of decisions in which ownership architecture 
and strategic action become inseparable. 

3. Theoretical Foundations 

3.1 Bounded rationality, attention, and behavioral strategy 
A behavioral account begins with bounded rationality. Decision-makers cannot enumerate all future states, 
process all information, or compute an optimal solution to complex strategic problems (Cyert & March, 1963; 
Simon, 1955). Organizations therefore rely on routines, aspiration levels, search processes, and simplified 
representations. The behavioral theory of the firm has remained influential precisely because it treats 
organizational choice as adaptive and problemistic rather than fully optimizing (Argote & Greve, 2007). 

The attention-based view sharpens this logic. Ocasio (1997) argues that what decision-makers do depends on 
the issues and answers to which they attend and that organizational structures channel attention through rules, 
resources, relationships, and communication channels. Ownership decisions intensify this problem because the 
relevant information is heterogeneous. A founder considering a sale may need to attend simultaneously to 
market valuation, tax consequences, employee continuity, family preferences, buyer quality, personal identity 
after exit, debt, concentration risk, customer dependence, and future reinvestment opportunities. Attention to 
one dimension can crowd out another. A high headline valuation can dominate questions of governance. Fear 
of losing control can dominate evidence that the organization is becoming fragile. A trusted advisor's 
transaction frame can crowd out the owner's nonfinancial objectives. 
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Behavioral strategy extends these ideas by integrating psychological mechanisms into explanations of strategic 
heterogeneity (Gavetti, 2012; Powell et al., 2011). The relevance to founder-owners is especially direct. Unlike 
diversified portfolio investors, founders may evaluate outcomes relative to reference points tied to control, 
identity, legacy, or a prior valuation. Prospect theory predicts that outcomes are experienced relative to 
reference points and that losses can carry disproportionate weight (Kahneman & Tversky, 1979). Escalation 
research further shows that personal responsibility can increase commitment to a chosen course even after 
negative feedback (Staw, 1976). In founder-led firms, prior choices are often highly attributable to the founder, 
making reputational and identity-based self-justification plausible mechanisms in decisions about whether to 
persist, restructure, or exit. 

The implication is not that founder-owners are uniquely irrational. Rather, their choice architecture exposes 
multiple reference points and overlapping identities. This increases the importance of understanding which 
objective is salient, what information enters attention, and how alternatives are framed. 

3.2 Entrepreneurial judgment and uncertainty 
Entrepreneurial action is characterized by uncertainty that cannot always be reduced to calculable risk. 
McMullen and Shepherd (2006) distinguish the amount of uncertainty perceived from the willingness to bear 
it, while Foss and Klein (2012) emphasize entrepreneurial judgment when actors must commit resources 
without a complete model of future states. Ownership decisions often have precisely this structure. A founder 
may estimate current enterprise value but cannot fully know the value of waiting, future market conditions, the 
competence of a successor, the performance of a partner, or the psychological consequences of reduced 
control. 

Effectuation and real-options reasoning provide complementary logics for action under such conditions. 
Effectuation shifts emphasis from predicting an uncertain future to controlling elements that are available 
through current means and stakeholder commitments (Sarasvathy, 2001). Real-options reasoning emphasizes 
staged commitment and the value of retaining the right, without the obligation, to make a larger commitment 
later (Bowman & Hurry, 1993; McGrath, 1999). These ideas are directly relevant to ownership choice because 
alternatives differ in the options they preserve. A minority investment may preserve founder control and create 
a path to later sale. A full sale extinguishes the option to retain future upside but creates liquidity and 
diversification. Professionalizing management can preserve ownership while reducing operational dependence. 
Conversely, postponing professionalization may appear to preserve autonomy while actually reducing future 
exit options if the organization becomes increasingly dependent on the founder. 

This distinction motivates a key theoretical move: perceived optionality and actual optionality need not be the 
same. Founders may delay irreversible choices because waiting feels like keeping options open, even when 
delay erodes enterprise value, succession readiness, health, or buyer interest. An ownership-decision theory 
therefore needs to treat the belief that an option is being preserved as a behavioral variable rather than 
assuming that delay is economically optimal. 

3.3 Property rights, residual control, and the meaning of ownership 
Property-rights theory provides the strongest economic foundation for treating ownership as more than a 
financing variable. Grossman and Hart (1986) and Hart and Moore (1990) conceptualize ownership in terms of 
residual rights of control over assets when contracts cannot specify actions for every future contingency. 
Changes in ownership therefore change who can make decisions in unspecified states of the world and alter 
incentives to invest in relationships and assets. 

Founder-owner decision-making adds a behavioral layer to this economic insight. Residual control can have 
both instrumental and subjective value. Instrumentally, control determines who can appoint managers, approve 
expenditures, change strategy, sell assets, or enter future transactions. Subjectively, control may represent 
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autonomy, competence, status, identity, or the continued ability to protect a mission. The same governance 
right can therefore have different utility to two owners facing otherwise similar financial terms. 

The distinction between formal and practical control is also important. Formal equity rights may remain 
unchanged while authority migrates operationally. Bringing in a nonfamily CEO, creating an independent 
board, formalizing approval thresholds, or delegating key customer relationships can reduce founder centrality 
without transferring legal ownership. Conversely, an owner can sell a minority stake yet retain extensive 
practical control through voting structures, contractual rights, or organizational dependence. The framework 
therefore treats control-right consequences as both formal and enacted. 

3.4 Founder identity, role centrality, and attachment 

Entrepreneurial identity research shows that founders do not merely own firms; they construct and enact 
identities through founding. Fauchart and Gruber (2011) demonstrated that different founder social identities 
shape fundamental entrepreneurial decisions and imprint ventures. Hoang and Gimeno (2010) theorized 
founder role identity as a mechanism affecting entrepreneurial transition and persistence. Cardon et al. (2009) 
similarly linked entrepreneurial passion to identity-relevant roles. More recent reviews emphasize that 
entrepreneurial identity can be both property and process and can evolve as entrepreneurs move through 
different temporal and organizational contexts (Radu-Lefebvre et al., 2021). 

These insights become especially consequential after venture creation. Growth can demand a role transition 
from producer to manager, from manager to organizational architect, or from founder-CEO to owner-chair. 
Exit can require a still deeper transition from "the person who runs the firm" to a person whose identity is no 
longer anchored in daily organizational control. Identity thus affects not only whether entrepreneurship begins, 
but whether founders can relinquish tasks, redistribute authority, accept external governance, and imagine a 
post-control future. 

Identity-control coupling refers here to the extent to which a founder's sense of self, status, competence, and 
continuity is experienced as contingent on maintaining ownership or managerial control. The construct is not 
identical to passion or role centrality. A founder may be deeply passionate about a venture yet comfortable 
appointing a professional CEO. Another may have lower emotional attachment to the product but strong 
attachment to being the final authority. Separating identity from control makes it possible to theorize when a 
control-reducing choice is perceived as an economic exchange and when it is perceived as a threat to self-
definition. 

3.5 Socioemotional wealth and nonfinancial utility 
Family-business scholarship offers direct evidence that owners can pursue objectives that are not reducible to 
financial value. Gómez-Mejía et al. (2007) developed socioemotional wealth to explain why family-controlled 
firms may accept business risk to preserve family control and related nonfinancial benefits. Berrone et al. 
(2012) subsequently articulated multiple dimensions of socioemotional wealth, including family control and 
influence, identification, binding social ties, emotional attachment, and renewal of family bonds through 
succession. 

The ownership-decision perspective generalizes the underlying logic beyond family firms without assuming 
that all founder-owners possess family-style preferences. Owners can value autonomy, continuity, employee 
stewardship, local reputation, customer relationships, mission, family involvement, or the ability to pass the 
enterprise to a chosen successor. These objectives can be economically consequential because they determine 
how alternatives are weighted. A buyer that offers a lower price but preserves employees and brand identity 
may be preferred to a higher bidder. A founder may reject growth capital because governance concessions 
violate an autonomy objective. An owner may delay sale because the imagined loss of role identity outweighs 
current diversification benefits. 
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This suggests that objective multiplicity should be treated as a central property of ownership decisions. The 
problem is not simply that owners possess nonfinancial preferences. It is that they often hold several objectives 
simultaneously and do not establish explicit trade-off rules among them. Conflict may remain latent until 
alternatives force incompatible objectives into direct comparison. 

3.6 Professionalization, founder dependence, and transition 

A growing venture often faces what Gedajlovic et al. (2004) describe as a threshold between founder 
management and professional management. Hellmann and Puri (2002) found that venture-capital involvement 
was associated with a range of professionalization measures and with faster replacement of founders by 
outside CEOs. Boeker and Karichalil (2002) likewise showed that founder departure relates to growth, 
ownership, board membership, and organizational role. Wasserman (2003) described a paradox of 
entrepreneurial success in which achieving key milestones can increase the probability that the founder is 
replaced as CEO. Stewart and Hitt (2012) show that professionalization is also heterogeneous in family firms 
rather than a simple shift from "informal" to "professional." 

These studies establish that ventures frequently outgrow founder-centered organizational forms. However, 
professionalization is not simply a technical response to complexity. It can alter power, role identity, 
information flows, and the founder's daily experience of the business. Founder dependence is defined here as 
the concentration of critical organizational functioning in the founder's labor, knowledge, relationships, 
reputation, approvals, or judgment. Founder dependence can be an early-stage asset. Centralization can 
produce speed, coherence, customer trust, and efficient use of scarce expertise. Over time, however, the same 
dependence can inhibit managerial development, organizational learning, delegation, succession, and 
transferability. 

The process can become self-reinforcing. If the founder retains every important client relationship because no 
employee is trusted with those relationships, employees have fewer opportunities to develop the credibility 
that would justify trust. If the founder approves every exception because others "do not understand the 
business," the organization has fewer opportunities to codify the knowledge needed for distributed judgment. 
Persistent centrality then becomes evidence of indispensability. This mechanism connects founder dependence 
to bounded attention, identity, and professionalization rather than treating it as a static structural condition. 

3.7 Exit, continuation, and heterogeneous owner thresholds 
Exit research reinforces the need to treat ownership change as part of entrepreneurship rather than as an 
endpoint outside the field. DeTienne (2010) positions entrepreneurial exit as a critical component of the 
entrepreneurial process. Wennberg et al. (2010) distinguish multiple exit routes and show that entrepreneurs 
can exit both distressed and well-performing ventures. The choice to continue is equally behavioral. Gimeno et 
al. (1997) found that firms with similar economic performance can have different survival outcomes because 
entrepreneurs differ in performance thresholds and nonfinancial returns. 

These findings challenge a simple assumption that sufficiently attractive economic offers will induce sale or 
that underperformance will induce exit. Founder-owners can persist because the enterprise provides psychic 
income, identity, autonomy, family continuity, or scarce future opportunity. They can also sell successful firms 
because personal objectives, concentration risk, or time horizons change. The ownership-decision framework 
therefore treats exit, continuation, and transfer as competing strategic alternatives rather than as mechanically 
determined outcomes. 

4. A Six-Feature Architecture of Ownership Decisions 
The theoretical foundations above describe mechanisms that can shape choice. To compare ownership 
decisions empirically, researchers also need a common representation of the decision situation itself. I propose 
six features: objective configuration, evidence state, perceived constraints, control-right consequences, 
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reversibility and path dependence, and stakeholder interdependence. These features are analytically distinct 
from the behavioral mechanisms that interpret them. Two founders can face similar objective facts on these 
dimensions yet perceive and weight them differently. 

Table 2. Six-feature architecture of ownership decisions 
Feature Definition Illustrative research question 
Objective configuration The owner's financial and nonfinancial objectives 

and the extent to which they conflict 
What is the owner actually trying to preserve, 
increase, or avoid? 

Evidence state The quantity, quality, independence, and 
interpretability of available information 

What is known, what is inferred, and whose evidence 
is trusted? 

Perceived constraints Objective and subjective boundaries placed on the 
feasible choice set 

Which alternatives are treated as impossible, and are 
those constraints exogenous or self-produced? 

Control-right consequences Changes in formal and practical authority over assets, 
governance, leadership, and consequential choices 

Who can decide what after this choice? 

Reversibility and path 
dependence 

The cost of undoing the choice and its effect on later 
alternatives 

What becomes difficult to reverse, and which future 
paths become more or less credible? 

Stakeholder interdependence The extent to which implementation depends on 
parties with distinct rights, resources, identities, or 
objectives 

Whose cooperation or consent is required, and where 
do objectives conflict? 

 

4.1 Objective configuration 
Objective configuration describes what the owner is trying to accomplish and the degree to which objectives 
are compatible. Founder-owners commonly combine financial objectives such as liquidity, return, growth, and 
risk reduction with nonfinancial objectives such as autonomy, family continuity, mission, employee 
stewardship, status, or lifestyle. An ownership decision becomes more difficult as objectives multiply and 
conflict. 

The theoretical value of this feature is that it makes preference construction observable. Rather than assuming 
that a founder "maximizes value," researchers can ask which forms of value were relevant, whether priorities 
were explicit before alternatives appeared, and whether the ranking of objectives changed during the process. 
A founder may initially define a sale decision as maximizing price, then reveal through rejected offers that 
employee continuity and ongoing involvement are binding constraints. Such divergence is not necessarily 
irrational. It signals that the original objective specification was incomplete. 

4.2 Evidence state 

Evidence state captures the quantity, quality, credibility, and interpretability of information available at the 
time of choice. Ownership decisions frequently combine relatively verifiable evidence, such as historical cash 
flow or contractual rights, with uncertain projections about future performance, successor capability, buyer 
behavior, market timing, or family dynamics. Information can also be strategically produced by interested 
parties such as buyers, brokers, lenders, managers, and family members. 

This feature matters because evidence ambiguity creates space for cognition and identity to shape 
interpretation. When evidence is strong and alternatives differ clearly, subjective mechanisms have less room 
to change rankings. When evidence is incomplete or conflicting, founders may rely more heavily on analogies, 
trusted relationships, affective reactions, or identity-consistent narratives. The source of evidence should 
therefore be studied alongside its content. 

4.3 Perceived constraints 

Perceived constraints are the boundaries the owner believes limit the feasible choice set. Some are objective: 
debt covenants, tax rules, regulatory requirements, contract terms, health, or lack of financing. Others are 
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socially or cognitively constructed: "clients will never accept another leader," "no one can run the company the 
way I do," "my children expect to inherit it," or "selling now would mean I failed." 

The distinction between objective and perceived constraint is theoretically important because strategic change 
often requires redefining what is feasible. Founder dependence can make constraints partly endogenous. An 
organization with no second-tier leaders may genuinely be difficult to sell, but the absence of leaders may be 
the accumulated consequence of years of centralized decision-making. Research that records only the 
constraint at the moment of sale can miss the earlier ownership decisions that produced it. 

4.4 Control-right consequences 

Control-right consequences describe how each alternative changes formal and practical authority. Formal 
dimensions include voting rights, board composition, veto rights, ownership percentages, contractual approval 
rights, and CEO appointment authority. Practical dimensions include who makes consequential decisions, 
controls customer relationships, determines resource allocation, and possesses information needed to act. 

This feature connects property-rights theory to founder behavior. It also allows researchers to distinguish 
control loss from ownership dilution. A founder can retain majority ownership but experience substantial 
practical loss of control after accepting institutional capital. Conversely, a founder can reduce daily authority 
while retaining economic ownership through professional management. Treating control as multidimensional 
avoids equating equity percentage with experienced authority. 

4.5 Reversibility and path dependence 
Reversibility describes the cost and feasibility of undoing a decision; path dependence describes how the 
choice changes the attractiveness or availability of later alternatives. Ownership decisions vary dramatically on 
this dimension. A temporary advisory engagement is highly reversible. Selling a controlling stake, transferring 
voting rights, signing a long-term guarantee, or permanently restructuring ownership may not be. 

Real-options reasoning predicts value in staged commitment when uncertainty is high (Bowman & Hurry, 
1993; McGrath, 1999). Yet reversibility is also psychologically salient. Founders may delay because 
irreversible loss is vivid. Importantly, delay is itself a path. Waiting can improve information, but it can also 
reduce business value, increase founder exhaustion, deepen customer concentration, or narrow succession 
options. The framework therefore treats both action and inaction as potential commitments. 

4.6 Stakeholder interdependence 
Stakeholder interdependence describes the extent to which the decision affects parties whose resources, rights, 
identities, or welfare are tied to the enterprise. Relevant stakeholders can include co-owners, spouses, children, 
employees, managers, lenders, investors, customers, suppliers, and communities. Interdependence rises when 
no single actor can implement the preferred solution without cooperation or when one party's preferred 
outcome imposes material costs on another. 

This feature brings politics and governance into ownership decisions. Strategic-decision research has long 
emphasized power and political behavior (Eisenhardt & Zbaracki, 1992). In closely held firms, political 
processes can be informal and hidden within family or founder relationships. Formal governance can make 
rights explicit, but governance structures can also become part of the choice itself. A founder deciding whether 
to create an independent board is simultaneously choosing a governance mechanism and redistributing future 
decision influence. 

Together, the six features provide a decision map. They do not prescribe an optimal outcome. Their purpose is 
to make comparable the conditions under which founder-owners choose, wait, reverse, or implement. 
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5. Behavioral Mechanisms and Propositions 
The six features describe the decision situation. This section theorizes how founder-owner characteristics and 
organizational structures transform those features into preferences and action. Seven propositions are 
developed. 

5.1 Objective multiplicity and hidden trade-offs 
Founder-owners often enter ownership decisions without a complete ordering of objectives. Financial value 
can coexist with autonomy, continuity, identity, family expectations, employee welfare, and lifestyle. These 
objectives may appear compatible until a concrete alternative forces a trade-off. For example, a founder may 
simultaneously want maximum valuation, zero employee disruption, continued influence, immediate liquidity, 
and a buyer who preserves the brand. The market may not offer an alternative satisfying all five. 

Behaviorally, unranked objectives create shifting reference points. An alternative can be accepted on one 
dimension and rejected on another without the owner experiencing the problem as inconsistency. Instead, the 
decision process reveals preferences that were previously latent. This suggests that objective conflict is not 
merely noise around financial optimization; it is part of how ownership preferences are constructed. 

Proposition 1. The greater the incompatibility among a founder-owner's financial and nonfinancial 
objectives, the greater the likelihood of decision delay, preference reversal, or satisficing among ownership 
alternatives, net of the economic dispersion among those alternatives. 

The proposition predicts process outcomes rather than a specific choice. It can be tested by measuring 
objective multiplicity and conflict before alternatives are evaluated, then observing latency, changes in 
ranking, and acceptance of nonmaximal financial outcomes. 

5.2 Evidence ambiguity and identity-consistent interpretation 
Bounded rationality does not imply that founders ignore evidence. It implies that evidence is interpreted 
through limited attention and existing representations. When valuation ranges are narrow, governance terms 
are clear, and successor performance is observable, alternatives can be compared with relatively less 
interpretive discretion. When evidence is ambiguous, founders must infer the meaning of incomplete signals. 

Identity should matter most under these conditions. A founder for whom being the final authority is central 
may interpret an investor's governance request as evidence of mistrust. Another founder may interpret the 
same request as institutional support. A founder whose identity centers on stewardship may discount a buyer 
whose strategic plan threatens employees even when the price is superior. Identity shapes which evidence is 
diagnostic. 

This logic is consistent with founder-identity research showing that self-concepts shape entrepreneurial 
decisions (Fauchart & Gruber, 2011) and with behavioral strategy's emphasis on representation and 
interpretation (Gavetti, 2012). 

Proposition 2. As evidence about future outcomes becomes more ambiguous, founder identity and identity-
consistent stakeholder cues will exert greater influence on the evaluation of ownership alternatives. 

This proposition implies an interaction rather than a main effect. Identity may predict decisions weakly when 
evidence strongly favors one alternative, but strongly when outcomes are uncertain and comparable 
alternatives exist. 

5.3 Identity-control coupling and control-preserving choice 
Founder identity and control are related but distinct. Identity-control coupling occurs when the founder 
experiences continued authority as evidence of competence, autonomy, legitimacy, or self-continuity. Control-
reducing alternatives then carry a subjective loss beyond their contractual effect. 
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Property-rights theory explains why control has economic value (Grossman & Hart, 1986; Hart & Moore, 
1990). Founder identity explains why the same right may also have psychological utility. This helps explain 
why founders sometimes reject financing, succession, or professionalization arrangements that appear 
economically attractive. The behavior need not reflect ignorance of value. It may reflect a broader utility 
function in which authority itself is valued. 

Wasserman's (2003) work on founder succession illustrates the tension created when venture success increases 
the need for outside managerial capabilities while founders retain attachment and control. Professionalization 
studies similarly show that growth can require changes in governance and management (Gedajlovic et al., 
2004; Hellmann & Puri, 2002). 

Proposition 3. The stronger the coupling between founder identity and control, the more likely a founder-
owner is to prefer control-preserving alternatives over financially superior control-reducing alternatives, 
holding perceived risk constant. 

A key boundary condition is mission-preserving control. A founder may value control instrumentally because 
it protects a strategy or stakeholder commitment, not because control is identity-relevant. Empirical work must 
therefore separate identity-based control utility from rational concerns about agency, information, or mission 
protection. 

5.4 Founder dependence and endogenous constraint formation 

Founder dependence can create a dynamic trap. Early centralization may be efficient because the founder 
possesses scarce expertise, customer trust, and decision speed. But persistent centralization can suppress the 
development of alternative managers, routines, and relationships. Over time, the organization becomes 
objectively harder to transfer or professionalize. The founder then encounters a constraint partly produced by 
prior choices. 

This process links organizational learning to ownership decision-making. If important knowledge remains tacit 
and concentrated, the founder may correctly judge that delegation is risky. Yet continued nondelegation 
prevents the organization from generating the evidence that others can perform. Attention also becomes 
centralized because employees route exceptions back to the founder. Founder dependence is therefore both 
structural and behavioral. 

Nelson (2003) documents the persistence of founder influence, while professionalization and founder-
departure studies show how ownership and governance affect transitions away from founder management 
(Boeker & Karichalil, 2002; Gedajlovic et al., 2004). The ownership-decision perspective adds a process 
mechanism: dependence narrows the perceived feasible set, which encourages choices that preserve 
dependence. 

Proposition 4. Greater founder dependence will narrow the perceived feasible set of ownership and 
professionalization alternatives, increasing the probability of control-preserving inaction; repeated control-
preserving inaction will, in turn, increase subsequent founder dependence. 

This is a recursive proposition. It predicts a feedback loop that requires longitudinal testing. It also creates a 
theoretical bridge to the proposed practice-to-enterprise research stream: the transition from founder-centered 
practice to organizationally independent enterprise can be understood as a sequence of decisions that either 
weaken or reinforce dependence. 

5.5 Irreversibility, perceived optionality, and decision delay 

Irreversibility changes the emotional and strategic stakes of ownership decisions. Selling a company, 
transferring voting control, choosing a family successor, or admitting an equal partner can be difficult to 
reverse. Under uncertainty, waiting may therefore feel prudent because it postpones regret and appears to 
preserve choice. 
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Real-options logic makes clear that preserving flexibility can have economic value (Bowman & Hurry, 1993; 
McGrath, 1999). The behavioral complication is that waiting does not always preserve a real option. It may 
preserve only the subjective feeling of optionality. A founder who postpones succession planning for five 
years may discover that health, employee turnover, customer concentration, or changing markets have reduced 
the number of viable successors and buyers. Delay can therefore convert reversible uncertainty into 
irreversible constraint. 

Prospect theory and escalation research suggest why this may happen. The loss associated with acting can be 
concrete and immediate, while the opportunity cost of waiting is diffuse and delayed (Kahneman & Tversky, 
1979). Personal responsibility for the current organizational arrangement can also increase commitment to 
continuation (Staw, 1976). 

Proposition 5a. Greater perceived irreversibility will be associated with longer ownership-decision latency 
when the founder believes that waiting preserves future options. 

Proposition 5b. The relationship between perceived irreversibility and decision delay will weaken or 
reverse when the founder recognizes that delay itself is eroding credible future options. 

Together, these propositions distinguish actual from perceived optionality and identify option erosion as a 
potential trigger for action. 

5.6 Stakeholder interdependence, governance, and satisficing 
Ownership decisions rarely affect only the founder. Co-owners may have different liquidity needs. Adult 
children may differ in interest or capability. Senior employees may seek equity or authority. Lenders may 
restrict distributions. Buyers may require founder retention. Spouses may bear household concentration risk 
without formal governance rights. As interdependence increases, the founder's preferred alternative may be 
impossible to implement unilaterally. 

Strategic decision-making research highlights the role of politics and power in choice (Eisenhardt & Zbaracki, 
1992). In owner-led firms, power can be embedded in informal relationships rather than formal structures. This 
can produce delay, coalition formation, hidden vetoes, or compromise solutions. Satisficing becomes likely 
because the decision must meet multiple minimum thresholds rather than maximize a single objective. 

Governance can attenuate this complexity by specifying authority, information rights, review processes, and 
conflict-resolution mechanisms. However, formal governance is not automatically beneficial. Poorly designed 
governance can multiply veto points. The relevant mechanism is clarity about who has standing, what 
evidence is required, and how conflicts are resolved. 

Proposition 6. Greater stakeholder interdependence will be associated with longer decision latency and 
greater use of satisficing; these effects will be weaker when decision rights, information rights, and conflict-
resolution processes are explicitly governed. 

5.7 Decision-process discipline and adaptive choice 
If ownership decisions are behaviorally complex, process design may influence decision quality even when no 
process can eliminate uncertainty. Strategic decision research provides support for this premise. Dean and 
Sharfman (1996) found that decision processes are related to strategic decision effectiveness, while Eisenhardt 
(1989) showed that fast strategic decision-makers in high-velocity settings often used more information and 
more alternatives rather than less. 

A disciplined ownership-decision process would make several elements explicit: the decision being made; the 
owner's objectives and their ranking; credible alternatives, including inaction; evidence and source quality; 
assumptions; control and governance consequences; reversibility; stakeholder claims; and conditions that 
would change the conclusion. Such a process is not synonymous with extensive analysis. It can also prevent 
analysis from becoming a substitute for choice by specifying decision deadlines and trigger conditions. 
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The behavioral purpose is to make trade-offs visible and create opportunities for disconfirming evidence. A 
founder who states in advance that a successor must meet three capability thresholds can evaluate later 
evidence differently from a founder who moves the thresholds after observing a preferred child. A seller who 
records the minimum conditions for continued ownership can recognize when those conditions have failed. A 
partner decision that explicitly identifies veto rights and exit mechanisms can reveal consequences obscured by 
enthusiasm for complementary skills. 

Proposition 7. Founder-owners who use explicit objective ranking, credible alternative comparison, 
evidence-source evaluation, and decision-sensitivity criteria will exhibit greater preference stability, 
greater updating in response to disconfirming evidence, and lower ex post process regret than otherwise 
similar founder-owners using less structured processes. 

The proposition deliberately targets process quality rather than financial performance. A disciplined process 
cannot guarantee a favorable outcome under uncertainty. It can, however, make the basis for judgment visible 
and distinguish a poor outcome from a poor decision process. 

Table 3. Summary of theoretical propositions 

Proposition Core mechanism Predicted process outcome 
P1 Objective incompatibility More delay, preference reversal, or satisficing as financial and 

nonfinancial objectives conflict 
P2 Evidence ambiguity × founder identity Greater influence of identity-consistent cues when future outcomes are 

difficult to verify 
P3 Identity-control coupling Greater preference for control-preserving alternatives, including when 

financially inferior 
P4 Founder dependence feedback Narrower perceived choice sets and self-reinforcing control-preserving 

inaction 
P5a-P5b Irreversibility and perceived optionality Delay when waiting appears to preserve options; action when option 

erosion becomes salient 
P6 Stakeholder interdependence moderated by 

governance 
More delay and satisficing when interdependence is high; attenuation 
with clear decision rights 

P7 Decision-process discipline Greater preference stability, adaptive updating, and lower ex post 
process regret 

 

6. Research Agenda and Empirical Strategy 
A theory of ownership decisions should ultimately explain not only which alternatives founders choose but 
how the choice develops over time and what consequences follow. This requires methods capable of observing 
decision processes before ex post rationalization dominates. I propose a five-part empirical program. 

6.1 Study 1: Qualitative decision-episode theory building 
The first empirical step should be inductive and process-oriented. Rather than interviewing founders about 
broad philosophies of ownership, researchers should reconstruct specific decision episodes. A decision episode 
begins with a trigger and ends provisionally with commitment, abandonment, deferral, or implementation. 
Examples include accepting or rejecting an equity investor, appointing a nonfounder CEO, transferring a major 
client relationship, initiating a sale, declining an acquisition, choosing a successor, or restructuring voting 
rights. 

A theoretically sampled study of 40 to 60 founder-owners could vary industry, firm age, business model, 
family involvement, ownership concentration, and stage of transition. Sampling should intentionally include 
completed, delayed, reversed, and abandoned decisions to avoid survivorship bias. Interviews would 
reconstruct chronology: What triggered the decision? What alternatives were initially considered? Which 



Paschal Ukwu | Ownership Decisions | Working Paper | 15 

objectives mattered? What evidence entered the process? Which constraints were treated as fixed? Who 
influenced the choice? What did the founder believe could be lost? What changed the ranking of alternatives? 
Why was action taken when it was? 

Analysis could combine within-case decision maps with cross-case comparison. First-cycle coding should 
preserve founder language around control, identity, trust, risk, obligation, and optionality. Second-cycle coding 
can examine mechanisms proposed here while remaining open to categories that challenge the framework. 
Decision timelines can identify moments of reframing, evidence updates, stakeholder intervention, and trigger 
events. Negative cases are especially valuable. If identity-control coupling appears to delay 
professionalization, cases of highly identified founders who delegate early can reveal boundary conditions 
such as strong mission alignment with the successor or prior experience with professional management. 

The primary outcome of Study 1 would not be a numerical test of the propositions. It would be construct 
refinement. The six features and seven propositions should be altered if founder decision processes reveal 
dimensions the conceptual model misses. 

6.2 Study 2: Construct development and scale validation 

A second program should operationalize the central constructs. The objective is not to create one omnibus 
"ownership decision score" but to develop distinct measures that can be combined depending on the research 
question. 

Identity-control coupling could be measured through the extent to which authority, final decision rights, and 
central organizational role are integral to the founder's self-concept. Founder dependence could be measured at 
multiple levels: revenue-generating labor, customer relationships, knowledge, approvals, reputation, and 
external stakeholder relationships. Perceived optionality could capture the number of future ownership paths 
the founder believes remain feasible and the credibility of those paths. Governance formalization could 
measure explicit decision rights, information routines, conflict-resolution mechanisms, and independent 
oversight. Evidence ambiguity could be assessed through agreement, source independence, forecast range, and 
the proportion of relevant outcomes that remain difficult to verify. 

Scale development should follow conventional procedures: qualitative item generation, expert review, pilot 
testing, exploratory and confirmatory factor analysis, convergent and discriminant validity, and tests of 
measurement invariance across founder and family-owner subgroups. A large sample of private business 
owners would also permit validation against observable organizational indicators such as number of managers 
with P&L authority, customer concentration, founder hours, ownership concentration, or existence of an 
independent board. 

6.3 Study 3: Prospective longitudinal decision panel 
Longitudinal evidence is essential because ownership decisions are path dependent and subject to retrospective 
rationalization. A prospective panel would enroll owners at the moment a consequential decision becomes 
active and follow them through resolution and implementation. Data collection might occur at baseline, 
decision, six months, and 12 or 24 months. 

At baseline, researchers would record objectives, alternative rankings, evidence, assumptions, identity-control 
coupling, perceived constraints, stakeholder positions, and expected outcomes. At later waves, they would 
observe new evidence, changes in preference, implementation, organizational outcomes, and process regret. 
This design allows researchers to ask whether the founder's stated objectives before the choice actually predict 
the final decision and whether decision-process discipline predicts adaptive updating rather than simple 
consistency. 

The panel also makes it possible to test Proposition 4's recursive mechanism. Founder dependence can be 
measured before and after delegation or professionalization decisions. Researchers can examine whether 
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nondelegation predicts greater subsequent dependence and whether increased dependence narrows the future 
feasible set. Similarly, Proposition 5 can be tested by comparing perceived optionality with actual changes in 
feasible options over time. 

A longitudinal decision registry maintained by a research institution or consortium would be particularly 
valuable because individual ownership events are relatively infrequent. Accumulating standardized decision 
episodes over several years could create a dataset linking process characteristics to later organizational 
outcomes. 

6.4 Study 4: Behavioral experiments 

Experiments can isolate mechanisms that field data cannot. Vignette designs could hold expected financial 
value constant while varying control loss, irreversibility, evidence ambiguity, founder identity salience, or 
stakeholder complexity. Participants could include experienced founders, owner-managers, MBA students 
with entrepreneurial experience, or managers as comparison groups. 

One experiment could present two financing offers with equal expected financial value but different 
governance rights. Identity-control coupling would be measured before choice. Proposition 3 predicts that 
high-coupling founders will select the control-preserving offer more often than low-coupling founders. 
Another experiment could manipulate evidence ambiguity and founder-identity cues to test Proposition 2. A 
third could vary whether delay genuinely preserves options or causes option erosion, testing whether explicit 
information about erosion reduces latency under high irreversibility. 

Experiments also offer a way to test process interventions. Participants could make the same ownership choice 
with or without a structured decision protocol requiring objective ranking, disconfirming evidence, and 
sensitivity criteria. Outcomes could include information search, alternative breadth, confidence calibration, 
preference reversal, and post-decision regret. Such designs would clarify which elements of "structured 
thinking" have causal effects rather than merely correlating with sophisticated owners. 

6.5 Study 5: Archival and event-history extensions 

Archival studies can connect decision-level theory to observable ownership events. Relevant events include 
founder-CEO replacement, recapitalization, minority investment, sale, family succession, employee 
ownership, acquisitions, and board restructuring. Existing work already uses event-history designs to examine 
founder succession and departure (Boeker & Karichalil, 2002; Wasserman, 2003). The ownership-decision 
framework suggests additional predictors and moderators. 

For example, archival proxies for founder dependence could include founder-name branding, customer 
concentration where available, founder technical role, absence of senior management layers, or founder 
dominance of board positions. Control-right changes can be coded from financing and governance documents. 
Family involvement, ownership concentration, and board independence can proxy stakeholder and governance 
conditions. While archival data cannot observe all psychological mechanisms, combining it with surveys or 
text analysis could test whether the theory scales beyond interview samples. 

6.6 Outcomes: separating decision quality from outcome favorability 
A recurring methodological problem is that good decisions can produce bad outcomes under uncertainty and 
poor decisions can be rescued by luck. Ownership-decision research should therefore separate at least three 
outcomes. Outcome favorability concerns realized financial and organizational results. Decision-process 
quality concerns whether objectives, evidence, alternatives, assumptions, and trade-offs were handled 
systematically. Decision alignment concerns whether the implemented choice advanced the owner's stated 
objectives given information available at the time. 

This separation is essential for a behavioral theory. Otherwise, researchers risk inferring cognition from 
success. A founder who rejects a buyer and later doubles firm value may still have used a poor process; a 
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founder who sells before an unexpected market boom may have made a disciplined choice that matched risk 
and life objectives. Longitudinal designs can preserve the ex ante record needed to make that distinction. 

7. Theoretical Contributions and Boundary Conditions 

7.1 Contribution to behavioral strategy 
Behavioral strategy seeks to explain how psychological and social mechanisms influence strategic 
management (Powell et al., 2011). Ownership decisions provide an analytically useful extreme case because 
the focal actor often combines roles that are separated in large corporations. The founder may simultaneously 
allocate resources, own residual claims, exercise control, embody the organization's identity, and bear 
household concentration risk. This configuration allows research to observe how reference points, attention, 
identity, and perceived control interact in strategic choice. 

The paper also extends behavioral strategy from cognition about competitive positioning toward cognition 
about the owner-firm relationship. Some strategic choices change where the firm competes; ownership 
decisions change who can decide where the firm competes and who bears the consequences. This makes 
control and optionality part of the behavioral representation of strategy, not simply background governance 
variables. 

7.2 Contribution to entrepreneurship 
Entrepreneurship research has productively studied opportunity recognition, entrepreneurial action, 
effectuation, judgment, identity, and venture creation (McMullen & Shepherd, 2006; Mitchell et al., 2002; 
Sarasvathy, 2001; Shane & Venkataraman, 2000). Yet entrepreneurship does not end when the venture begins 
operating. Founders later decide whether to professionalize, raise capital, remain central, acquire, transfer, or 
exit. DeTienne (2010) makes this point explicitly for entrepreneurial exit. 

The ownership-decision construct organizes these later-stage choices within one behavioral domain. It also 
creates continuity between founding and transition. The same founder identity that supports persistence during 
venture creation can later make relinquishing control difficult. The same effectual preference for control over 
prediction can be adaptive in early uncertainty yet become a constraint when organizational scale requires 
distributed authority. The same concentrated judgment that creates the venture can later inhibit organizational 
independence. These are not contradictions; they are temporal shifts in the value of founder-centered 
mechanisms. 

7.3 Contribution to private and family-firm research 
Family-business research has developed powerful theories of socioemotional wealth and family control 
(Berrone et al., 2012; Gómez-Mejía et al., 2007). The ownership-decision framework complements that work 
by moving from stable preferences and firm attributes to decision episodes. It asks when nonfinancial 
objectives become salient, how they enter comparison with financial alternatives, which stakeholders influence 
interpretation, and when governance changes the process. 

This decision-level approach can also help distinguish family-specific mechanisms from broader founder-
owner mechanisms. Identity, autonomy, and control may matter outside family firms, while dynastic 
succession and family emotional ties may be family-specific. Testing both within a common architecture can 
clarify the boundary of socioemotional explanations. 

7.4 Contribution to professionalization and founder-transition research 

Professionalization is often studied as an organizational state or outcome. The present framework treats it as a 
sequence of ownership-relevant decisions. Hiring a nonfounder CEO, delegating customer authority, creating 
management systems, forming an independent board, and reducing founder approvals may occur at different 
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times and through different mechanisms. This matters because firms can be formally professionalized while 
remaining behaviorally founder-dependent. 

The recursive dependence proposition also offers an explanation for why threshold transitions can stall. The 
obstacle may not be simply lack of managerial capability or unwillingness to change. Prior founder-centered 
decisions may have endogenously produced the very absence of alternative capability that is later cited as a 
reason not to delegate. 

7.5 Boundary conditions and alternative explanations 
The framework should not be used to psychologize economically rational choices. Control-preserving 
behavior may reflect genuine agency risk, information asymmetry, or protection of firm-specific investments. 
Delay may be optimal when new information has high expected value. Family continuity may maximize long-
term enterprise value rather than merely preserve socioemotional wealth. High founder dependence may be 
efficient in expert businesses whose optimal scale remains deliberately small. 

Empirical tests should therefore compare behavioral mechanisms against economic alternatives. Identity-
control coupling must be distinguished from rational governance concerns. Perceived constraints should be 
compared with observable constraints. Option-preserving delay should be evaluated against evidence of actual 
option value or erosion. The strongest contribution of the theory will come not from labeling nonfinancial 
choices irrational, but from specifying when economic and behavioral explanations reinforce or diverge from 
one another. 

The theory is also most applicable where founders retain meaningful discretion. In distressed firms, creditor 
rights may dominate. In regulated professions, ownership structures may be legally constrained. In venture-
backed firms, contractual governance may sharply limit founder choices. These settings remain interesting, but 
the model should incorporate institutional constraints as part of the feasible set rather than assuming founder 
sovereignty. 

8. Implications for Practice and Research Infrastructure 
Although the paper is theoretical, the framework has practical implications because ownership decisions are 
often addressed through transaction-specific advice. Sellers talk to brokers, founders raising capital talk to 
investors, family owners talk to estate planners, and growing firms talk to executives or consultants. Each 
advisor may frame the problem through a professional lens. The founder's actual decision, however, can cut 
across those lenses. 

A decision-centered approach begins before execution. The owner first defines the choice and identifies the 
objectives being protected or advanced. Alternatives should include credible versions of inaction, because 
continuing the status quo is itself a strategic path. Evidence should be separated from assumption and from 
stakeholder advocacy. Control-right consequences should be mapped alongside financial terms. Reversibility 
should be assessed in both directions: what becomes difficult to undo after acting, and what future options may 
disappear if the owner waits. Stakeholder rights and influence should be explicit rather than inferred from 
informal relationships. 

The framework also suggests value in durable decision records. Ownership choices unfold over years, and 
human memory is reconstructive. Recording the original objective set, assumptions, evidence, alternatives, and 
trigger conditions creates a basis for later learning. Such records could support longitudinal research and help 
owners distinguish bad luck from flawed process. At an institutional level, standardized decision records 
across many owner-operators could create a cumulative research infrastructure for identifying recurring 
mechanisms, transition patterns, and boundary conditions. 

The practical implication should not be interpreted as a claim that structured analysis produces certainty. High-
consequence ownership decisions remain uncertain. The value of structure lies in making the basis for 
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judgment explicit, especially where financial, organizational, relational, and identity consequences are 
otherwise collapsed into a single intuition. 

9. Conclusion 
Founder-owners make some of the most consequential decisions in business from a position in which personal 
and organizational stakes are unusually concentrated. Their wealth can be tied to the firm, their authority 
embedded in ownership, their identity fused with the founder role, their relationships concentrated in the 
enterprise, and their future livelihood dependent on what happens next. Existing research provides strong 
explanations for pieces of this problem: bounded rationality, attention, entrepreneurial judgment, property 
rights, founder identity, socioemotional wealth, professionalization, and exit. What is missing is an integrated 
decision-level theory of the moments when these mechanisms converge. 

This paper proposes ownership decisions as a distinct class of high-consequence strategic choice. Such 
decisions materially change residual control, firm-specific capital exposure, organizational dependence on the 
founder, or the feasible set of future ownership paths. Their behavioral architecture can be analyzed through 
six features: objective configuration, evidence state, perceived constraints, control-right consequences, 
reversibility and path dependence, and stakeholder interdependence. The propositions developed here explain 
how objective conflict, evidence ambiguity, identity-control coupling, founder dependence, perceived 
optionality, governance, and decision-process discipline can shape preference and delay. 

The larger implication is that ownership should be studied not only as a variable describing who holds equity, 
but as a changing relationship produced through decisions. A founder-led firm becomes more transferable, 
more concentrated, more governable, more dependent, or more difficult to exit through sequences of choices 
made long before a transaction reveals their consequences. Studying those choices prospectively offers a path 
toward understanding why similar firms and similar founders arrive at very different strategic futures. 
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