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Abstract

Many start-ups fail or never achieve their full potential due to founder’s resistance to
delegate. Yet our understanding of delegation in entrepreneurship is limited to research
on later events in the organizational life cycle with a key focus on succession and exit.
Moreover, the existing research focuses on single entrepreneurs; however, many new
ventures are created by teams and decisions around delegation of authority are critical,
even amongst the founding entrepreneurs within the venture team. Accordingly, the
purpose of this dissertation research was to understand when and how delegation
occurs in modern new ventures, and how it enhances or undermines new venture
survival and growth, with a particular interest in exploring the role of psychological

ownership in delegation practice.

To understand the phenomenon of interest, | conducted a qualitative study, involving in-
depth interviews and non-participative observation, in five growing technology start-
ups. In doing so, | utilized the existing literatures on new venture growth, founder
delegation, psychological ownership/territoriality and management control systems that
more or less address delegation in entrepreneurship. As well, | incorporated other
literatures based upon the emerging findings, namely entrepreneurial leadership and
agency/stewardship theory. To my knowledge, this work is one of the first of its kind to
examine early delegation activities in new ventures. It has the potential to make a
number of significant and multi-disciplinary contributions. First, it fills in the gap of
knowledge in new venture growth literature, the school of dynamic growth models in

particular, where empirical evidence that addresses people management challenges at



critical transition points is rare and needed (Phelps et al., 2007), by elucidating the
occurrence of new venture delegation. Second, it contributes to psychological ownership
and territoriality research being among the first to empirically explore psychological
ownership over dynamic objects like business ideas and new ventures, as well as the
impact of psychological ownership and the territorial behavior associated with it on
delegation in entrepreneurship. This study extends our understanding of psychological
ownership and territoriality and facilitates future research on many important
organizational phenomena related to psychological issues in entrepreneurial contexts.
Third, it enriches founder delegation research by expanding its focus onto the critical
delegation events before entrepreneurial succession/exit, since the experience that
founders gain through early delegation activities significantly influences their departure
decisions, which is recognized as the most critical event in most firms (Hofer & Charan,
1984; Carroll, 1984). In addition, | identify the application of the theories regarding
management control systems and agency/stewardship theory in early delegation in the

context of entrepreneurship.
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CHAPTER 1: INTRODUCTION

Research Purpose Overview

New ventures are usually responsible for creating new employment, finding innovative
solutions to old problems and driving growth in the economy (Acs & Armington, 2006;
Granovetter, 1984; Timmons, 1999; Wennekers & Thurik, 1999). New venture growth,
however, is an extremely rare accomplishment (Aldrich & Ruef, 2006). Barringer, Jones,
and Neubaum (2005) estimate that 700,000 new ventures start each year in the United
States but only 3.5% grow sufficiently to actually evolve into large companies. Both
conventional wisdom and literatures on organizational growth and entrepreneurship
hold that fast-growing firms quickly outgrow the founder’s managerial capacities
because of its increasing size and complexity. When this occurs, firm performance starts
to deteriorate due to delayed or flawed decision making. To conquer this “leadership
crisis” (Greiner, 1972), founders must delegate and transfer decision rights to

professional managers.

Organizational scholars believe that delegation can facilitate a number of positive
organizational outcomes, including effective management, employee empowerment and
job satisfaction (e.g., Jensen & Meckling, 1992; Sliwka, 2001; Yukl, 2013; Yukl & Becker,
2006). In practice, modern firms are increasingly encouraging delegation at all levels of
the organization. However, it seems easier said than done. Delegation has been long
identified as a critical challenge (e.g., Buchele, 1967; Clifford & Cavenaugh, 1985;

Greiner, 1972; Hambrick & Crozier, 1985; Handler, 1990; Hofer & Charan, 1984;



Rubenson & Gupta, 1996; Tashakori, 1980; Wasserman, 2003, 2008). Like Perren and
Grant (2001) said, “clearly, there is a need for more formal management and leadership
practices as the business grows and it is at this stage that the entrepreneur’s fear and

problems with delegation may have a detrimental influence on development” (p. 7).

Organizational growth theorists assert that it is the founder who clings onto control over
the venture who becomes the greatest barrier to delegation. Contradictorily, founding
entrepreneurs are often seen to surrender a substantial amount of equity ownership
and/or formal control to others, in order to acquire necessary resources, such as
financial fund, talents and information, for venture growth. This is particularly obvious
among founders of new ventures to which survival and growth are closely intertwined.
Another delegation challenge occurs even earlier amongst the founding entrepreneurs
as founders navigate control within the venture team. Venture teams are common
(Beckman, 2006; Lechler, 2001; West, 2007) because many founders assemble venture
teams as a means of filling the gap in their own competencies (Sandberg, 1992).
Additionally, founders may offer stock options to early employees to either incentive or
partially compensate them to join. In general, employee ownership is also increasing
prevalent in developed countries across North America, the United Kingdom, Japan, and
the European Union (Kim & Patel, 2017). With these contradicting forces, delegation is

clearly interesting and worthy to study.

Surprisingly, investigations on the influence of founder’s psychological state and its
associated behavior on delegation is scant, if not none. The existing delegation research

in entrepreneurship largely concentrates on later events such as founder departure or
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founder-CEO succession (e.g., Daily & Dalton, 1992; Rubenson & Gupta, 1996;
Wasserman, 2003, 2008; Willard, Krueger, & Feeser, 1992). Yet by this time, surviving
founders are likely to have overcome early delegation barriers and successfully managed

a decentralized organization for years.

Although findings from these studies are not directly applicable to delegation, evidence
suggests that founders’ high psychological ownership over the venture may make them
less likely to delegate voluntarily. Psychological ownership describes a state in which
individuals feel the target of ownership is “theirs” (e.g., Duncan, 1981; Heidegger, 1927,
1967; Pierce, Rubenfeld, & Morgan, 1991; Porteous, 1976; Rochberg-Halton, 1980;
Sartre, 1943, 1969). According to Pierce and colleagues, the causal determinants of
psychological ownership consist of control, intimate knowledge, and self-investment
(2001; 2003). Hence, founders of their own ventures potentially hold a strong feeling of
psychological ownership because they exert a high degree of control over the venture,
develop deep intimate knowledge about the venture, and invest a significant amount of
time and energy into the venture (Pierce, Kostova, & Dirks, 2001; Van-Dijk & Kluger,
2004). This gives rise to a huge tension between their resistance to relinquish power and
the desire to grow the business which requires delegation. A shared ownership may not
change the level of founder’s psychological ownership, as psychological ownership can
persist apart from the objective control (i.e., equity ownership) an entrepreneur
possesses over his/her venture (Pierce et al., 2003; Townsend, DeTienne, Yitshaki, &

Arthurs, 2009).



Accordingly, | aimed to fill the gap of knowledge in new venture growth and
entrepreneurship literatures by illuminating delegation in growing start-ups (see details
in “research boundaries”). The primary literatures that address the focal phenomenon
are the delegation, organizational growth and psychological ownership literatures. Thus,
| utilized these literatures as a starting point of this exploratory study. In carrying out this
dissertation research, | also incorporated the emerging concept of territoriality, which
refers to an individual’s behavioral expression of his/her feelings of ownership toward a
physical or social object. As it is centrally concerned with “action” and its contextual
constraints, territoriality may have better explanatory power than psychological
ownership does in interpreting human behaviors and interactions in a social
environment. In addition, | recognized that other literatures could came into play to

explain the phenomenon under investigation by using a grounded theory approach.

Personal Motivation

| was motivated to conduct this particular research based upon my personal experience
witnessing many delegation issues in various organizational contexts. While working as a
senior manager at the world’s largest multinationals in China from 2003 to 2012, |
witnessed countless examples of delegation failure caused by the upper ranks. I still
remembered a Vice President who insisted to supervise every marketing program and
kept telling employees how strong his marketing background was. Some dictatorial
decisions of his eventually caused serious damage to the brand and the whole marketing

management team suffered from being devalued over years.



My husband started a business with 2 other individuals in 2009. One co-founder, who
was a minor shareholder while a major contributor to the business, turned out to be
very territorial soon after the company passed the survival stage. Acting as the Chief
Executive Officer of the company, he adopted a centralized organizational structure to
protect his authority. The function of other co-founders and executives, including the
Chief Operating Officer, Finance Director and Marketing Director, was just to carry out

his orders.

Specifically related to the professional sphere, the year (2013 to 2014) | spent working in
the field to interview and observe entrepreneurs in a separate research project further
shocked me with founding entrepreneurs’ overprotectiveness and hypersensitiveness in
delegation. To remain master of their own destiny, some founding entrepreneurs even
twisted critical business information at the expense of organizational loss to undermine

other senior executives’ confidence in their own competencies and decisions.

Collectively, these experiences resonated strongly with me, as | believed that they
illustrated both the prevalence and destructive power of flawed delegation in growing
start-ups. As well, these experiences sparked my curiosity to better understand early
delegation in young entrepreneurial firms where founders play a central role in new

venture survival and growth.

Research Questions



The overarching questions in this dissertation were: when and how does delegation

occur in growing start-ups, and how does it enhance or undermine new venture survival

and growth? In other words, empirically | examined the following topics:

1) Founders’ perceptions of the necessity and importance of delegation;

2) The occurrence of delegation;

3) Founders’ struggle in delegation and solutions to cope with the tension between
the unwillingness to delegate and the desire to grow the business that requires
an effective delegation;

4) The results of delegation.

At a broader and theoretical level, | attempted to develop a comprehensive framework
of new venture delegation, and to explore the impact of psychological ownership and

territoriality on new venture delegation.

Research Boundaries

The existing delegation research in organizational growth and entrepreneurship
literatures primarily focuses on founder departure and founder-CEO succession. By
comparison, this dissertation research specifically investigated early delegation activities
in young entrepreneurial firms. Below | introduced the pre-set research boundaries. It is
important to note that the following research boundaries were set at the research
design stage and before data collection and analysis. Particularly, the scope of “early
delegation activities” was adjusted as the interview data suggested (see details in the

“Finding” chapter).



By “founder” | meant the person who owned the business idea and created a new
venture to convert it into profitable products/services. It is important to recognize that a
founder may not be the major shareholder in the venture. However, they hold the
highest authority in the venture before the Chief Executive Officers are brought in. When
the ventures were created by individuals, | focused on the sole entrepreneurs. When the
ventures were started by multiple entrepreneurs, | focused on the founder-CEO of the

company.

| assumed that the target of the founder’s psychological ownership was the new
venture. | also included the business ideas pertaining to venture creation, survival and
growth during the investigation, although these ideas varied as the company grew.
Products/services were seen in this dissertation research as an extension of the

founder’s business ideas.

By “early delegation activities” | meant the delegation between founders and their first
professional manager-employees in young entrepreneurial firms. Professional managers
are distinctive from general employees as they are hired by founders or the venture
teams from outside the company to take managerial rather than administrative tasks,
including planning, organization, motivation, leadership and control (Flamholtz, 1995).
Such specific skills and capabilities are usually not possessed by founders or the venture
teams. Allowing for the criticism of the stages theory, delegation doesn’t necessarily
occur at a particular developmental stage of the venture as it ages. In addition, founders’
responses to external territorial infringement, referring to the infringement engaged in

by consultants, clients, competitors, investors, business commentators, government
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officers and the like, were beyond the scope of this dissertation research. The purpose of
early delegation was to support new venture survival and growth rather than to solve

political problems in the workplace.

Theoretical Base

Even though organizational growth and entrepreneurship research had recognized the
importance of delegation for new venture growth, there were few prior studies on early
delegation in entrepreneurial contexts available to anchor on. Hence, | utilized the
extant organizational growth literature, incorporating delegation, psychological

ownership and territoriality literatures, as a base of this dissertation research.

In organizational growth literature and research, delegation has been long identified as a
critical challenge to growth (e.g., Buchele, 1967; Clifford & Cavenaugh, 1985; Greiner,
1972; Hambrick & Crozier, 1985; Handler, 1990; Hofer & Charan, 1984; Rubenson &
Gupta, 1996; Tashakori, 1980; Wasserman, 2003, 2008). The fundamental assumption is
that new ventures are often founded by entrepreneurs who are interested in the initial
development of a product or a market but have very limited managerial interests or
capacities. Hence, when the ventures have outgrown the managerial capabilities of the
founding entrepreneurs or the venture teams, entrepreneurs should delegate decision

rights to professional managers in order to keep on growing.

Although delegation is valuable, virtually all organizational growth research concludes
that it is one of the most difficult events a founder experiences (e.g., Buchele, 1967;

Christensen, 1953; Clifford & Cavenaugh, 1985; Handler & Kram, 1988; Hershon, 1975;



Lansberg, 1988; Tashakori, 1980). Issues come out and expose the “darker sides of
entrepreneurship” that, according to De Vries (1989), include the need for control, a
sense of distrust, recognition of my importance/ability, and defensive operations.
Eventually, it is the founders desire to hold on to control that becomes the biggest
growth barrier. Research on “initial succession”, which refers to the delegation between
founders and family members or professional managers, appeared as early as 1953
(Christensen, 1953). More recently, delegation research in the entrepreneurial contexts
largely concentrates on later events in the organizational life cycle such as founder
departure and founder-CEO succession (e.g., Daily & Dalton, 1992; Rubenson & Gupta,
1996; Wasserman, 2003, 2008; Willard, Krueger, & Feeser, 1992). Yet, little is known

about early delegation activities.

Yukl and Becker define delegation as the practice of giving “an individual or group the
responsibility and authority to make a decision” (2006, p. 213) and stress that the core is
the delegation of authority. Authority refers to an individual’s right to act without
consideration of the needs of others. According to the definition, if an individual cannot
act without considering the needs of others, then the authority is nonexistent; when
authority is shared, meaning that there is a need for consensus before taking any action,
the authority is nonexistent either (Stevenson & Jarrillo-Mossi, 1986). Therefore, in
organizations, effective delegation occurs when employees have no restrictions on how
and with whom to complete their work. For this reason, delegation is distinct from
participative leadership, which emphasizes power sharing in management practice. In

contrast, delegation is largely concerned with power-relinquishment (Leana, 1987).



Surprisingly, little research has examined why founders resist delegation. In the setting
of established organizations, Lyons (2016) summarizes a number of manager fears that
retard or even stop delegation, including fear of trusting employee competency, fear of
being replaced by high-performance employees, beliefs that one’s ability to perform
tasks is more important than managing subordinates, desire to oversee execution, fear
that relationships may change between the manager, the employee and others with
whom the employee interacts, and fear that the employee becomes less dependent.
These findings lose explanation power in entrepreneurial contexts for several reasons.
First, many fears actually come out of manager’s concerns regarding workplace politics,
however they are not applicable to founding entrepreneurs who own the ultimate
control. More importantly, these studies overlook the strong psychological bond
between the founders and their businesses, which is likely much greater than typical

managers (Dobrev & Barnett, 2005).

Although most findings of the extant delegation studies are not directly applicable to
entrepreneurial contexts, evidence supports that founders’ strong psychological bond to
the firm may make them less likely to delegate to professional successors voluntarily.
Psychological ownership describes a person’s feeling of possession over a target (e.g.,
Dittmar, 1992; Furby, 1980; Pierce, Rubenfeld, & Morgan, 1991; Sartre, 1943, 1969).
About two decades ago, Pierce, Kostova, and Dirks (2001) and others (Dirks, Cummings,
& Pierce, 1996; Pratt & Dutton, 1998) introduced this concept from other research
domains, including sociology (Kline & France, 1899), philosophy (Heidegger, 1927, 1967,

Sartre, 1943, 1969), human development (Isaacs, 1933; Kline & France, 1899), and
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psychology (Belk, 1988), into organizational settings. According to Pierce and colleagues,
the causal determinants of psychological ownership consist of control, intimate
knowledge, and self-investment (2001; 2003). Hence, founders of their own ventures
potentially hold a strong feeling of psychological ownership because they exert a high
degree of control over the venture, develop deep intimate knowledge about the
venture, and invest a significant amount of time and energy into the venture (Pierce,
Kostova, & Dirks, 2001; Van-Dijk & Kluger, 2004). Current entrepreneurship research has
produced tremendous evidence to support this hypothesis. For example, entrepreneurs
often refer to the venture as their “baby” and have problems with separation (Cardon,
Zietsma, Saparito, Matherne, & Davis, 2005; Dodd, 2002). Founders retain a stronger
commitment to their ventures and are willing to put in greater amounts of “sweat
equity” even if this greater effort is not remunerated financially (Wasserman, 2006,
2008). Many founders maintain close ties with the organizations they created even when
they no longer exert formal control (Townsend et al., 2009). When a founder loses the
business, the founder loses the entrepreneurial self as well as all the happiness
associated with that self (Hsu, 2013). This also helps explain why founders persist with
under-performing firms (DeTienne, Shepherd, & De Castro, 2008) or even re-enter

entrepreneurship after prior business failure (Hsu, 2013).

Today, nearly all new ventures are created by teams (Klotz & Neubaum, 2016) and
employee ownership is increasing prevalent (Kim & Patel, 2017). However, these new
ownership structures could not reduce the founder’s psychological ownership, as

psychological ownership can persist apart from the equity ownership (Pierce et al., 2003;

11



Townsend et al., 2009). Contradictorily, entrepreneurs are often seen to surrender a
substantial amount of equity ownership and/or formal control to others in order to
acquire necessary resources. Yet, we know little about new venture delegation. For
example, the role of founder’s psychological ownership in early delegation activities
hasn't been explored and the tension in delegation is understudied. Clearly, this

phenomenon needs further investigation.

A potentially important concept that closely relates to psychological ownership is
territoriality. Psychological ownership is rooted in the inherent human need to possess a
territory (Pierce et al., 2001). Brown, Lawrence and Robinson (2005) define territoriality
as an individual’s behavioral expression of his or her feelings of ownership toward a
physical or social object. Because territoriality, as a construct focusing on the “action”
and its contextual constraints, may have better explanatory power than psychological
ownership does for interpreting human behaviors and interactions in a social

environment, | also took territoriality into account in the investigation.

Research Context and Methodological Overview

As this dissertation research represented an initial effort to explore a question that had
not been studied, a qualitative approach was more appropriate. More importantly,
entrepreneurship is “a lived experience” and qualitative methods can develop insight on
how entrepreneurs experience the process (Schindehutte, Morris, & Allen, 2006).
Compared with all qualitative options, a grounded theory approach suited the best

because it allows the researcher “to learn from the participants how to understand a

12



process or a situation” (Morse & Richards, 2002, p. 55). Also, my approach was
consistent with the call by Suddaby, Bruton and Si (2015) for more qualitative studies to

explore new areas in entrepreneurship.

After carefully considering the controversy over the grounded theory method, | took up
Strauss and Corbin’ (1990) way of doing constant comparative analysis for several
reasons. The main reason was that they believe theoretical sensitivity, complemented
with reflexivity, can greatly enhance the effectiveness of coding. In other words, they
allow the researcher to bring her knowledge and experience to the inquiry, as long as
she keeps vigilant and aware against influence of preconceptions. The other reason was

that they provide systematic procedures to data collection and analysis.

To cultivate the multiplicity of perspective, | also prepared the following assumptions,
which were elaborated in the “Literature Review” chapter, to be questioning and

guestioned throughout the research process:

1) Founding entrepreneurs may have high psychological ownership toward their
business ideas and the ventures;

2) Founder’s high psychological ownership and the territorial behavior associated
with it may hinder new venture survival and growth;

3) Asthe owner of the business, founding entrepreneurs can take actions to
maintain control and “protect” their ownership over the ventures at multiple
organizational levels;

4) Trust may play a role in delegation.

13



Data including in-depth interviews, observations and documents of all kinds were
collected from small- and medium-sized start-ups in several technology incubators that
provided incentives and services specifically to encourage entrepreneurial pursuits. |
chose technology start-ups in particular because they play a prominent role in economy

growth (e.g., Storey & Tether, 1998).

Organization of the Dissertation

This dissertation was organized in five chapters. In this opening chapter | introduced a
context and the rationale for conducting the proposed study. The second chapter
consisted of a literature review, began by offering an overview of organizational growth,
delegation, psychological ownership and territoriality in the workplace and followed by a
few initial assumptions | developed to guide the empirical study. An outline of the
research methodology was presented in chapter three, along with the justification of a
grounded theory approach. The result of the investigation was presented in chapter four.
Further discussion of the study results, implications for future research and limitations
were provided in chapter five. Letters of informed consent and ethical approval
certificates, interview protocols, and other supporting documents were included in

Appendices.
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Chapter 2: Literature Review

The following chapter contained a review of organizational growth, delegation,
psychological ownership and territoriality literatures, aiming to elaborate the knowledge
that is most relevant to understand early delegation in new ventures. In addition, a few
initial assumptions | developed to guide the empirical studies were briefly discussed in
the chapter. It is important to note that, although these perspectives and assumptions
were viewed as important to my study, | was open to other lenses from emergent data

using a grounded theory approach.

Delegation as a Growth Challenge

McKelvie and Wiklund (2010) have good reasons to say that research on growth studies
exceptions, since most firms start small and remain small during their life spans. The
scarcity of rapidly growing and high-performance start-ups has motivated a large group
of scholars to explore why they do a better job than their peers. Today, growth is one of
the central core topics in entrepreneurship and organizational research, in which the
stages of growth paradigm has been well established. One of the best-known
organization growth stage models consist of the “evolution-revolution” model proposed
by Greiner (1972), who offers an important baseline model in the organizational life
cycle research domain. In his model, Greiner suggests a number of crises during the
growth process, the first of which is the “leadership crisis”. He explains, "the company's
founders are usually technically or entrepreneurial oriented, and they disdain

management activities; their physical and mental energies are absorbed entirely in
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making and selling a new product"” (1972, p. 42). Correspondingly, he identifies
delegation as the biggest growth challenge associated with the “leadership crisis”. Over
years, hundreds of other stage models have been proposed (e.g., Adizes, 1979; Churchill
& Lewis, 1983; Flamholtz, 1986; Galbraith, 1982; Kazanjian, 1988; Miller & Friesen, 1984;
Quinn & Cameron; 1983; Scott & Bruce, 1987; Smith, Mitchell, & Summer, 1985). In a
comprehensive review of 104 stage models that have been published between 1962 and
2006, Levie and Lichtenstein (2010) identify degree of centralization of decision making
as one of the most common attributes of the stages. Although Levie and Lichtenstein
(2010) fail to find any consensus or empirical confirmation of stages theory and conclude
that stages models should no longer be used in entrepreneurship, the alternative new
growth patterns of organizations do not question the significance of delegation. For
example, Phelps et al. (2007) propose a dynamic states model consisting of management
challenges, absorptive capacity and tipping point solutions. In this model, developing
people management skills to encourage delegation, communication and teamwork is
still viewed as a primary growth need, converting founder’s micro-management into
professional management. In sum, despite the ongoing controversy on organizational
growth models, perspectives from both sides recognize delegation as a vital issue to

growth.

Scholars who conduct organizational growth research in SMEs and entrepreneurial firms
believe that managing a successful firm requires an entirely new set of skills from
starting a successful firm (e.g., Abetti, 2000; Buchele, 1967; Churchill & Lewis, 1983;

Clifford & Cavenaugh, 1985; Dodge, Fullerton, & Robbins, 1994; Drucker, 1985; Hambrick
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& Crozier, 1985; Kazanjian, 1988; McCarthy, Krueger, & Schoenecker, 1990; Rutherford,
Buller, & Mcmullen,2003; Terpstra & Olson, 1993). As Drucker argues, “...there is
entrepreneurial work and there is managerial work, and the two are not the same”
(1985: 41). New ventures are often founded by entrepreneurs who are interested in the
initial development of a product or a market but have very limited managerial interests
or capacities. As the ventures become more established, however, these founding
entrepreneurs may have to focus closely on management tasks which they may have no
natural proclivity. Daily and Dalton (1992) observed the 1989 Inc. 100 corporations and
found that the transition from an entrepreneurial management style to a professional
management style almost inevitably occurs when a firm outgrows the expertise of the
founder-entrepreneur. To cope with this growth challenge, professional managers with
the correct set of managerial and leadership skills are usually hired to take full
management responsibilities from the founder. Based on their investigation of 83
successful SMEs, Churchill and Lewis suggest that “the level of delegation should
increase for firm growth to occur, and operational and strategic planning should involve
other managers and, therefore, the owner and the business should become reasonably
separate” (1983: 40). This stream of research supports the idea that unless the founder
is replaced or supplemented by professional management, performance is predicted to

stagnate or decline.

Although delegation is valuable, virtually all organizational growth research concludes
that it is one of the most difficult processes a founder experiences (e.g., Buchele, 1967;

Christensen, 1953; Clifford & Cavenaugh, 1985; Handler & Kram, 1988; Hershon, 1975;
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Lansberg, 1988; Tashakori, 1980). Issues come out of the “darker sides of
entrepreneurship” that, according to De Vries (1989), include the need for control, a
sense of distrust, recognition of my importance/ability, and defensive operations.
Eventually, it is the founders who desire to maintain control become the biggest growth
barrier. For example, Buchele argues that when the firms become larger in size, many
founder-managers “...cannot or will not break old habits to learn new skills. In the
struggle, the company goes out of control” (1967, p. 45). Hambrick and Crozier find in
their sample of 12 high-growth firms that “stumbled sharply,” the founder-CEO “...was
almost always in place at the onset of the stumble...” (1985, p. 44). Hofer and Charan
note that "after the starting difficulties have been overcome, the most likely causes of
business failure are the problems encountered in the transition from a one-person,
entrepreneurial style of management to a functionally organized, professional
management team" (1984, p. 2). Clifford and Cavenaugh point out that “...perhaps most
frequently, the founder-owner finds that he really wants to do it all himself rather than
manage others, so the growth potential of the business is strictly limited by his personal
energy and capacity...” (1985, p. 24). Perren and Grant assert that “clearly, there is a
need for more formal management and leadership practices as the business grows and it
is at this stage that the entrepreneur’s fear and problems with delegation may have a
detrimental influence on development” (2001, p. 7). Handler (1990) finds that only three
out of 10 firms survive into the second generation while one in 10 survive into the third
generation. Rubenson and Gupta (1996) suggest that the founder, who cannot imagine

life without control over and responsibility for his venture, becomes the greatest single
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barrier to succession. Research on founder-CEO succession, with a few exceptions (Daily
& Dalton, 1992; Willard et al., 1992), also suggests that the founders’ strong
psychological bond to the firm makes them less likely to delegate to professional

successors voluntarily (e.g., DeTienne, 2010; Wasserman, 2003, 2008).

Research on “initial succession”, which refers to the delegation between founders and
family members or professional managers, appeared as early as 1953 (Christensen,
1953). More recently, delegation research in the entrepreneurial contexts largely
concentrates on later events in the organizational life cycle, such as founder departure
and founder-CEO succession (e.g., Daily & Dalton, 1992; Rubenson & Gupta, 1996;
Wasserman, 2003, 2008; Willard, Krueger, & Feeser, 1992). Yet, little is known about new
venture delegation. In addition, prior founder delegation research focuses on single
entrepreneurs based on the assumption that when the venture begins, top
management, shareholders, and the people making final decisions are often one and the
same. However, it is no longer reliable since more and more new ventures are created

by teams (Klotz & Neubaum, 2016).

Delegation Research in Established Organizations

Yukl and Becker define delegation as the practice of giving “an individual or group the
responsibility and authority to make a decision” (2006, p. 213) and stress that the core is
the delegation of authority. Authority refers to an individual’s right to act without
consideration of the needs of others. Simon (1991) notes that authority may be

understood as “only the end goal has been supplied by the command, and not the
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method of reaching it” (p. 31). According to the definition, if an individual cannot act
without considering the needs of others, then the authority is nonexistent; when
authority is shared, meaning that there is a need for consensus before taking any action,
the authority is nonexistent either (Stevenson & Jarrillo-Mossi, 1986). Therefore, in
organizations, ideal delegation occurs when employees have no restrictions on how and
with whom to complete their work. For this reason, delegation is distinct from
participative leadership, which emphasizes power sharing in management practice. In

contrast, delegation is largely concerned with power-relinquishment (Leana, 1987).

There are three streams of research on delegation in organizational behavior literature.
The first stream investigates the determinants of delegation in established organizations;
the second discusses the benefits and costs of delegation; the third explores manager
fears with regard to delegation of authority. The research on the determinants of
delegation is built on two distinct theoretical perspectives, contingency theory and
organizational economics. According to contingency theory, the occurrence of
delegation depends on a few factors, including company size, organizational design and
technology. For example, the expansion of company creates employment opportunities
and drives managers to delegate decision rights (Blau, 1970, 1972; Mintzberg, 1983).
The collaboration and control mechanisms adopted in organizations influence the level
of delegation (Stea, Foss, & Foss, 2015). In addition, the use of highly automated
technology eliminates tasks that need to be delegated (Edwards, 1979; Perrow, 1967).
From the organizational economics perspective, in contrast, the extent of delegation is

determined by local knowledge and information. That is, if an employee possesses
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expert knowledge and/or private information by using which a better decision can be
made, the supervisor should delegate authority in order to improve decision quality
(Grant, 1996; Harris & Raviv, 2005; Jensen & Meckling, 1976, 1992), timeliness of
decisions (Patacconi, 2009; Radner, 1993) and make better use of his/her managerial

attention (Aghion & Tirole, 1997; Dessein, 2002; Wernerfelt, 2007).

Based on motivation and empowerment theories, the second stream of research
discusses the benefits and costs of delegation. According to the research, delegation is
beneficial, but it comes with costs. On the one hand, delegation of authority affirms
competence and trustworthiness and thus stimulates autonomous motivation which, in
turn, leads to increased effort, behavioral persistence, higher levels of helping behaviors
and well-beings, creative problem-solving, job satisfaction, and overall performance
(Bénabou & Tirole, 2003; Conger & Kanungo, 1988; Deci & Ryan, 2000; Gagné & Deci,
2005; Lyons, 2016; Sliwka, 2001; Spreitzer, 1995; Thomas & Velthouse, 1990; Weinstein
& Ryan, 2010). On the other hand, Jensen and Meckling (1976, 1992) note a positive
relationship between agency problems and delegation. Similarly, Sliwka (2001) argues
that there is risk of low decision quality and increasing employee negotiation power. In a
long run, organizational scholars believe that delegation can reduce collaborative

practices within the organization (Macpherson, 2005; Robert, 2004).

Comparing with the above two streams of research, the third stream of research on
manager fears with regard to delegation of authority is much smaller. In the setting of
established organizations, Lyons (2016) summarizes a number of manager fears that

retard or even stop delegation, including fear of trusting employee competency, fear of
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being replaced by high-performance employees, beliefs that one’s ability to perform
tasks is more important than managing subordinates, desire to oversee execution, fear
that relationships may change between the manager, the employee and others with
whom the employee interacts, and fear that the employee becomes less dependent.
These findings lose explanation power in entrepreneurial contexts for several reasons.
First, many fears actually come out of manager’s concerns regarding workplace politics,
however they are not applicable to founding entrepreneurs who own the ultimate
control. Second, these studies overlook the strong psychological bond between the
founders and their businesses, which is likely much greater than typical managers
(Dobrev & Barnett, 2005). It is important to also note that this stream is incongruent
with the vast majority of delegation literatures where delegation should not be confused
with participative leadership, because it requires manager to relinquish rather than
share power (Leana, 1987). In this stream, to the contrary, delegation is viewed as as
the practice that “a manager or supervisor decides to share power and authority with
one or more employees for some task or assignment” and used as an interchangeable

concept with participative leadership (Lyons, 2016, p. 1).

A theory of Delegation in Entrepreneurship

There are only a handful of empirical studies in HR domain that examine timing and
sequence of venture teams' delegation of business functions (Ardichvili, Harmon,
Cardozo, Reynolds, & Williams, 1998; Mazzarol, 2003; Wynarczyk, Storey, Short, &
Keasey, 1993). Theoretical models of delegation in entrepreneurial firms didn’t exist

until recently. Building on the Knightian concept of “entrepreneurship as judgment”
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(Casson, 1982; Foss, 1993; Foss & Klein, 2005; Knight, 1921; Langlois & Cosgel, 1993),
Austrian economics (e.g. Kirzner, 1973; Von Hayek, 1945; Von Mises, 1949) and the
economic theory of the firm (Coase, 1937; Hart, 1995; Holmstrom, 1979; Williamson,
1996), Foss, Foss and Klein (2007) develops a theory of delegation in entrepreneurship.
In this framework, the “original judgment”, which refers to owners’ decision rights to
arrange or organize their capital assets, belongs exclusively to owners; but owners may
delegate a wide range of authority to employees, who exercise “derived judgment”.
These employees are therefore described by Foss and colleagues as “proxy-
entrepreneurs”, since they are allowed not to take instructions in a mechanical, passive
way and are delegated decision rights by owners to handle new situations with their

knowledge and skills.

Consistent with the arguments of a few other organizational scholars (Jensen &
Meckling, 1976, 1992; Slikwa, 2001), delegation in this framework is also viewed as the
trade-off between productive and destructive proxy-entrepreneurship because when
such authority is given, employees are likely to engage in both beneficial
entrepreneurship (activities that increase firm value) and harmful entrepreneurship
(activities that destroy firm value) inside the firm. Nevertheless, Foss and colleagues
point out that proxy entrepreneurial activities are limited, because owners obtain the
ultimate rights to hire or fire employees and to decide how to use the assets. Moreover,
owners can design and implement specific organizational structure and systems to

monitor employees’ activities.
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Taking the economic perspective, this framework is built on the assumptions that
owners are rational decision makers, and organization structure and systems are
designed by owners to optimize financial gains. Like Scitovszky said, “the entrepreneur
aims at maximizing his profits is one of the most fundamental assumptions of economic
theory” (1943:57). However, that’s not true. Human behavior can be much more
complicated than that (Bandura, 2001). Kunnanatt (2004) suggests that a rational model
of entrepreneurial decision-making may need to be modified to include emotional and
sensory components. Conflict is particularly visible when individuals pursue an
entrepreneurial career for a broader set of reasons other than just financial success
(Carter, Gartner, Shaver, & Gatewood, 2003). For example, Wasserman (2003), in his
investigation of founder-CEO succession, identifies the control motive as the second
major motive for starting entrepreneurial ventures and highlights its force on
entrepreneurs to trade off financial gain versus decision-making control over their
ventures. Townsend and colleagues (2009) also point out that agency theory and
transaction cost economic theory focus solely on equity ownership without considering
other forms of ownership. Hence, incorporating psychological theories into further

research on delegation in the context of entrepreneurship became legitimate.

The Concept of Psychological Ownership

Psychological ownership refers to a state in which an individual feels the target of
ownership is “mine” (e.g., Pierce, Kostova, & Dirks, 2001, 2003). The psychology of
ownership has been studied by scholars from a variety of research domains, including

sociology (Kline & France, 1899), philosophy (Heidegger, 1927, 1967; Sartre, 1943, 1969),
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human development (Isaacs, 1933; Kline & France, 1899) and psychology (Belk, 1988),

into organizational settings.

About two decades ago, Kostova, and Dirks (2001) introduced into organizational
settings the construct of psychological ownership, referring it to the state in which
individuals feel the target or a piece of that target as theirs and perceive it as an
extension of their ‘selves’ (Harter 1998; Harter 2001; James, 1890). Later, they elaborate
psychological ownership as a cognitive-affective construct (Pierce et al., 2003), saying
that the state of psychological ownership is a combination of an individual’s cognitive
perceptions and his emotional or affective sensation regarding the target of ownership.
Feelings of ownership is pleasure producing (Beggan, 1992; Furby, 1978; Nuttin, 1987;
Porteous, 1976) and are accompanied by a sense of efficacy and competence (White,
1959); when others lay claim to objects for which one feels a sense of ownership, in

contrast, the affective component in the feelings becomes even more apparent.

Psychological Ownership in Entrepreneurship

Motivational factors - According to Pierce et al. (2001), the motivational factors of
psychological ownership consist of efficacy and effectance, self-identity, and having a
place. By efficacy and effectance, they refer to the need of individuals to explore and
alter their environment in order to produce desired outcomes. Entrepreneurs may have
high psychological ownership, because the process of new venture creation can be
explained from the expectancy theory perspective (Vroom, 1964; Olson, Roese, & Zanna,

1996) and the effort-performance-outcome model (Gatewood, 1993; Gatewood, Shaver,
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Powers, & Gartner, 2002). To entrepreneurs, the desired outcomes include self-
realization (Birley & Westhead, 1994), financial success (Wasserman, 2008; Townsend &
Busenitz, 2008), social status (Shane, Kolveraid, & Westhead, 1991) and autonomy
(Rauch & Frese, 2007). Research shows that entrepreneurs retain a stronger
commitment to their venture than ordinary employees do and are willing to put in
greater amounts of “sweat equity” even if this greater effort is not remunerated

financially (Gimeno, Folta, Cooper, & Woo, 1997; Wasserman, 2006).

Psychological ownership also provides a mechanism for expressing one’s self-identity. An
entrepreneur's identity is intimately intertwined with his venture (Cardon et al., 2005).
Some individuals choose the entrepreneurship career paths for their personal growth or
fulfillment. Interviews with these entrepreneurs reveal that they believe “life would not
have been complete without proving one had the ability to successfully start a business”
(Bruno, McQuarrie, & Torgrimson, 1992, p. 297). Some other entrepreneurs “...create a
product that flows from their own internal desires and needs. They create primarily to
express subjective conceptions of beauty, emotion, or some aesthetic ideal” (Cova &
Svanfeldt, 1993, p. 297). Moreover, like a king, an entrepreneur has extraordinary
control and input in the formulation of his self-identity with his business (Shepherd &
Haynie, 2009). By contrast, when an entrepreneur loses his business, he loses the

entrepreneurial self as well as all the happiness associated with that self (Hsu, 2013).

Lastly, Pierce and colleagues (2001, 2003) suggest that in addition to efficacy/effectance
and self-identity, psychological ownership is resulted from the motive of individuals to

possess a certain territory or space (to have a “home”) in an organization or an industry.
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According to them, possessiveness is the conceptual core and motivational base of
psychological ownership. A venture can be viewed as an entrepreneur’s baby that he
loves it enough to pay himself a low salary (Wasserman, 2008). Moreover, the ownership
feelings positively relate to entrepreneurs’ persistence (DeTienne, Shepherd, & De
Castro, 2008). Some founders reluctant to relinquish significant control in exchange for
critical resources, such as financial capital, advanced technologies and/or talent. Some
founders maintain close ties with the organizations they created even when they no
longer exert formal control (Townsend et. al, 2009). Some founders re-enter
entrepreneurship after prior business exit because of their psychological ownership

feelings for their prior ventures (Hsu, 2013).

Causal determinants - Pierce et al. (2001) suggest that individuals incur the feelings of
psychological ownership for the organizations through developing control over the
target, learning knowledge about the target, and investing effort into the target. Hence, |
anticipated that entrepreneurs have relatively high psychological ownership. Regarding

III

control, Pierce and colleagues suggest that feeling in control “...results in feeling of
efficacy and pleasure and also creates extrinsic satisfaction as certain desirable
outcomes are acquired. The desire to experience causal efficacy in altering the
environment leads to attempts to take possession and to the emergence of ownership
feelings” (Pierce et al., 2001, p. 301). This argument implies that the longer and deeper

an entrepreneur controls the venture, the higher the psychological ownership he has

over it.
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In addition, Pierce et al. (2001, p. 301) argue that “the more information and the better
the knowledge an individual has about an object, the deeper the relationship between
the self and the object, and, hence, the stronger the feeling of ownership toward it”. In
this sense, the psychological ownership that an entrepreneur feels for his venture
increases relative to the level of intimate knowledge the entrepreneur possesses of the
venture. This type of intimate knowledge could be a deep knowledge of ideas of the
enterprise, insights about the opportunity, core technology and innovative product or
service, business model, profile of customers and suppliers, relationships with external

capital providers, or others.

The third factor causally linked with psychological ownership is self-investment. This
investment can take many forms including “investment of one’s time; ideas; skills; and
physical, psychological, and intellectual energies. As a result, the individual may begin to
feel that the target of ownership flows from the self” (Pierce et al., 2001, p. 302). In
entrepreneurship, self-investment refers to the specific human capital investments
entrepreneurs make into their ventures (Bates, 1990). As these investments accumulate
over time, the venture becomes a stronger reflection of the entrepreneur’s personal
goals, personality, preference, leadership style, value, and other aspects of his self

(Wasserman, 2008).

Interestingly, psychological ownership can persist apart from the objective control (i.e.,
equity ownership) an entrepreneur possesses over his/her venture (Pierce et al., 2003;

Townsend et al., 2009). Specifically, even in situations where the entrepreneur is forced
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to sacrifices some control of the venture in exchange for critical resources from external
capital providers, psychological ownership remains moderately high if the entrepreneur
possesses substantial intimate knowledge of the venture’s history and/or current
operations and feel they are the only individuals capable to let their venture to
grow/succeed. Prior studies on entrepreneur decision-making have produced plenty of
evidence to support this hypothesis. Due to high psychological ownership, founder-CEOs
are overconfident with their ability to make rational decisions compared to non-founder-
CEOs, naive about the problem they face (Wasserman, 2008), and tend to overweight
their individual importance to the future success of their ventures (Chen, Greene, &
Crick, 1998; Cooper, Woo, & Dunkleberg, 1988; Busenitz & Barney, 1997; Forbes, 2005;
Hayward, Shepherd, & Griffin, 2006). Hence, even if entrepreneurs surrender a
substantial amount of equity ownership to others in order to acquire necessary
resources, their high psychological ownership is not reduced due to the loss of partial

ownership.

In sum, since entrepreneurs are likely to have high psychological ownership,
organizational scholars start to look beyond equity ownership in the examinations of
entrepreneurial process. In current entrepreneurship literature, psychological ownership
has been well known as a useful explanation of many emotions that may affect
entrepreneurs’ attitudes such as passion (Cardon et al., 2005) and possessiveness
(Ikdvalko, Pihkala, & Kraus, 2010); and behavior, such as commitment (Gimeno, Flota,
Cooper, & Woo, 1997; Wasserman, 2006), persistence (DeTienne, Shepherd, & De

Castro, 2008; Hsu, 2013), overconfidence (Forbes, 2005), governance (Arthurs,
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Townsend, Busenitz, Liu, & Hoskisson, 2007), IPO strategy (Fattoum & Delmar, 2012) and
exit (DeTienne, 2010). However, little effort has been put on the impact of founder’s
psychological ownership on early delegation, which is critical to new venture survival

and growth.
Territoriality, an Emerging Area

As Pierce and colleagues (2001) assert that psychological ownership is distinct from
other related constructs in possessiveness, | included the construct of territoriality which
closely relates to the core of psychological ownership. Studies of animal territoriality,
which focus on occupying and defending a physical space, have been ongoing as early at
the 18" century (Edney, 1974). It was not until the mid-20" century that researchers
extended this to human populations. Ardrey (1966) claims that humans, like animals,
have a genetic disposition towards claiming and defending territory. Pierce et al. (2001)
note that psychological ownership is rooted in the inherent human need to possess a
territory. Brown and colleagues (2005) bring territoriality, an individual’s behavioral
expression of his or her feelings of ownership toward a physical or social object, into
organizational settings. However, territoriality distinguishes from psychological
ownership for at least two reasons. First, territoriality is a social-behavioral construct
that is only in relation to other people that we mark and defend our claims (Brown et al.,
2005). As Brown and colleagues (2005) argue, territorial behavior is not simply about
expressing ownership over an object (e.g., this is mine) but are centrally concerned with
establishing, communicating and maintaining one’s relationship with that object relative

to others in the social environment (e.g., this is mine and not yours!). Further, Brown
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(2009) notes that psychological ownership is a necessary condition but not a sufficient
condition to motivate territorial behavior. He argues that relationships between
individuals in the organization and organizational norms may either encourage or
suppress whether an individual can or will express his territorial feelings, and the degree

to which he does so (Brown, 2009).

People engage in various territorial behaviors in the workplace. Brown (2009) proposes
four types of territoriality behavior, including identity-oriented marking, control-
oriented marking, anticipatory defending, and reactionary defending, that form the
construct of territoriality. Control-oriented marking involves marking an organizational
object with symbols that communicate the boundaries of a territory and who has
psychological ownership over it (Altman, 1975; Becker & Mayo, 1971). An example of
such behavior would be putting a nameplate on the office door. Identity-oriented
marking or personalization refers to the deliberate decoration or modification of an
object by its owners to reflect their identities (Sommer, 1974; Sundstrom & Sundstrom,
1986). An example of such behavior may include decorating an individual’s office room
based on his personal preference. Unlike animal territoriality, sometimes territorial
boundaries and the relationship between a territory and an individual in social
environments can be ambiguous (Lyman & Scott, 1967; Wollman, Kelly, & Bordens,
1994). In addition, because some territories are “‘objectively’’ valuable, people may try
to gain control over them (Brown, 2009). As a result, marking doesn't always secure
owning. In some situations, the owner is likely to experience an infringement, which

Brown (2009) and others (Brown & Robinson, 2011) define as an individual’s perception
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that someone has attempted to claim, take, or use an object (material or immaterial in
nature) that he believes belongs to him alone without permission. Infringements have
the potential to elicit the owners’ two other types of territorial behavior, whereby they
defend their territories to prevent or respond to infringements (Knapp, 1978).
Individuals either take anticipatory defenses before an infringement or reactionary
defenses after (Brown et al., 2005). The simplest example of anticipatory defenses would
be a password of an individual’s computer and reactionary defenses the formal

complaints.

Brown and colleagues (2005) find that territoriality pervasively exists in organizations
and hypothesize the “double-edged sword” of territoriality for organizations. On the one
hand, it can have significant positive consequences for organizations by increasing the
commitment of members to the organization and by reducing conflict among
organizational members. On the other hand, it can also negatively affect organizations
by detracting from in-role performance and increasing the isolation among individual
members. For example, Brown and Robinson (2011) found that territorial infringement
leads to anger and reactionary defenses in various forms at work. Moreover, the existing
research limits its focus to physical objects while in entrepreneurship, the objects can be
business ideas and ventures. It is often seen in the business world that entrepreneurs
hesitate to disclose complete business plan (before the venture creation) and/or
company information (after) even to potential partners and resource providers. Marking
and defending an idea or an active business entity obviously require more creative
strategies and techniques, more sophisticating people management skills and more
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comprehensive organization design knowledge. Yet, we know little about territoriality in

entrepreneurial contexts.

Initial Assumptions Regarding Psychological Ownership and Territoriality

As mentioned in the “Introduction” chapter, | prepared four initial assumptions to be
guestioning and questioned throughout the research process. The first initial
assumption was that, out of high psychological ownership, founding entrepreneurs may
devote substantial time and effort engaging in territorial behavior. More importantly, as
the equity owners of their ventures, founding entrepreneurs were unlikely to be
constrained by organizational structures and norms. In my experience, many founders
do feel difficult to respond to different voices about their businesses from others with a
receptive attitude or attribute organizational achievements to employees rather than
themselves. However, due to the lack of sufficient resources, they tend to repetitively
put themselves in situations under which their territories are infringed. For example, an
entrepreneur may have to disclose all insights of his/her innovative product to an angel
investor without adequate knowledge of this person’s background and investment
intent. In order to convert business ideas into a growing business, an entrepreneur
should be very successful in obtaining resources from others (Baron, 2007). As a return,
entrepreneurs have to surrender equity and/or management control to resource
provides. Yet, it is not clear how they make a trade-off between the desire to possess

and new venture survival and growth.
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The second initial assumption was that territorial behaviors might deteriorate venture
performance. Shim, Eastlick and Lotz (2000) view human management issues as an
increasing problem as firms grow. Motivated by high psychological ownership, founding
entrepreneurs may engage in various marking and defending behaviors with their social
connections, potentially including the co-founders, manager/potential successors,
employees, investors, consultants, business commentators, government officers, clients
and competitors (note: territorial infringement from external others falls out of the
scope of this dissertation research). By so doing, venture performance may be
significantly affected. Despite a lack of direct evidence in entrepreneurship, findings
from relevant studies have produced some insight as to it. For example, an experimental
study with 230 undergraduate students reveals that a business idea owner’s territorial
marking behavior negatively affects feedback seeking and providing (Brown & Baer,
2015), which have been identified as important drivers of creativity (e.g., de Stobbeleir,
Ashford, & Buyens, 2011). Jong, Song and Zong (2012) examine 323 new ventures and
find that the relationship conflict in the founding top management team ends up in a
poor venture performance. Wilfling (2012) also suggests that friction in the founder
team is positively related with entrepreneurial exit. In this study, | further assumed that
delegation issues occurred when the qualitative changes that professional managers
made in the venture were viewed as territory infringement by the founding

entrepreneur and thus triggered his/her defensive responses.

The third initial assumption was that founding entrepreneurs might engage in territorial

behavior at multiple organizational levels. De Vries (1989) notes that organizational
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structure can make it very difficult for an entrepreneur to work within unless the
structure is created by the entrepreneur. Holding the highest authority of the venture,
founding entrepreneurs might either design paternalistic structures to extend their
possession over their business ideas and the ventures beyond physical constraints
(anticipatory defending), or interfere the use of professional management methods
initiated by others as a response to infringement (reactionary defending). Research on
management control systems (MCS) has shed some light on this topic. For example,
Bruns and Waterhouse (1975) identify that small firms incline to adopt centralized
control systems. In this study, | attempted to explore the function of MCS in early
delegation. | define management control systems (MCS) as a mix of both informal and
formal systems managers use to monitor subordinates’ behavior and decisions in
organizational activities. This definition of MCS is similar to the definition of MCS
advocated by Abernethy and Chua (1996), Malmi and Brown (2008), Merchant and Van
der Stede (2007), Ouchi (1979) and Simons (1995). Also, | adopted Simons' (1995) four
levers of control (LOC), since it has gained a prominent position in the MCS literature for
providing a structure to understand the ways in which top management team uses
control (Ferreira & Otley, 2009). In the LOC framework, beliefs systems are “the explicit
set of organizational definitions that senior managers communicate formally and
reinforce systematically to provide basic values, purpose and direction for the
organization” (Simons, 19953, p. 34). Interactive systems enable “top-level managers to
focus on strategic uncertainties, to learn about threats and opportunities as competitive

conditions change, and to respond proactively” (Simons, 1995b, p. 81). Boundary
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systems demonstrate “the acceptable domain of strategic activity for organizational
participants” (Simons, 1995a, p. 39). Diagnostic systems refer to the “feedback systems
used to monitor organizational outcomes and correct deviations from pre-set standards
of performance” (Simons, 1994, p. 170). Collectively, these control systems are used to
manage tensions “between freedom and constraint, between empowerment and
accountability, between top-down direction and bottom-up creativity, between
experimentation and efficiency” (p. 4), and thus ensure effective control that helps the

organization to achieve its goals.

In addition, Dirks and Ferrin (2001) note that trust, a pervasive phenomenon in
organizational life, may play a moderating role on organizational relationships. Trust is
“one party's willingness to be vulnerable to another party based on the belief that the
latter party is competent, open, concerned and reliable” (Mishra, 1996, p. 265). Lewis
and Wiegert (1985) note that trust has cognitive and affective foundations. Competence,
responsibility, reliability and dependability are central elements of cognition-based trust
(Butler, 1991; Cook & Wall, 1980; Johnson-George & Swap, 1982; Rempel, Holmes, &
Zanna, 1985); while emotional bonds between individuals provide the basis for
affection-based trust (Lewis & Wiegert, 1985). Trust is particularly crucial in participative
leadership (Bell & Bodie, 2012). Brown, Crossley and Robinson (2014) find that a high
degree of trust in the environment reduces territorial behavior. However, these findings
may or may not apply in this study. Bringing in professional managers and locating them
in the senior management team release a clear signal that the relationship between a

founder and his/her professional managers starts with a solid trust in their

36



competencies, a harmonious outcome, however, is not a certainty. To solve the puzzle, |

decided to take trust into account in my study.

Conclusion

While the extant literatures have provided important insight, a significant gap remains in
understanding new venture delegation. For example, the positive relationship between
delegation and growth hasn’t been tested and verified; the psychological cause behind
founder fears and resistance to delegate hasn't been fully discovered; founder’s act in
early delegation at multiple organizational levels is unclear; and the stress and conflicts
in delegation, which may cause employee insecurity, lower morale and thus detriment
organizational performance, is completely neglected. In addition, it might be
problematic to believe that professional managers respond to the founder’s territorial

behavior in a passive way. Clearly, this phenomenon needed further investigation.
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Chapter 3: Method

In the past several decades, empirical questions in entrepreneurship were studied by
using a variety of methods, including quantitative, qualitative and some mixed
techniques (Perren & Ram, 2004). Despite the richness and diversity in methodological
approaches, qualitative methods are “demonstrably underrepresented in
entrepreneurship research” (Hindle, 2004, p. 577). The use of a narrow range of
guantitative methods in early entrepreneurship studies is criticized for impeding the
identification of new concepts and theory development in this research field (Suddaby,
Bruton, & Si, 2015). More importantly, according to Schindehutte, Morris and Allen
(2006), the richness of entrepreneurship lies in the ongoing cognitive and emotional
experiences of the entrepreneur. Morris, Huratko, Schindehutte and Spivack (2012) also
advocate that the experiential events during the entrepreneurial journey should be a
principal focus in research effort, because these events develop both the venture and
the entrepreneur. As qualitative methods play an essential role in such “lived
experience” research, calls for more qualitative approaches in entrepreneurship are

made at regular intervals (Gartner & Birely, 2002; Hindle, 2004, Suddaby et al., 2015).

Denzin and Lincoln (1994, p. 2) define qualitative research as “multi method in focus,
involving an interpretive, naturalistic approach to its subject matter. This means that
gualitative researchers study things in their natural settings, attempting to make sense
of or interpret phenomena in terms of the meanings people bring to them. Qualitative
research involves the studied use and collection of a variety of empirical materials — case

study, personal experience, introspective, life story, interview, observational, historical,
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interactional, and visual texts — that describe routine and problematic moments and
meaning in individuals’ lives”. The goal of qualitative research is “to go beyond mere
description at a generalizable level in our empirical investigations”; and “to develop
concepts that enhance the understanding of social phenomena in natural settings, which
due emphasis on the meanings, experiences and views of all participants” (Neergaard &
Ulhoi, 2007). Clearly, entrepreneurship is a research domain full of such empirical
materials. Reviewing the existing entrepreneurship literature also produces evidence to
support qualitative approaches, including ethnographies, grounded theory, case studies,
phenomenological research and narrative research, are potentially effective ways to

tackle with important questions in this field.

Accordingly, a qualitative approach was used in this dissertation research. A brief review
of available qualitative methods was presented below, followed by the rationale of
choosing a grounded theory approach in this study. Next, | introduced my samples, data

collection and analysis in details.

Research Design

As Denzin and Lincoln (2005) state in The Sage Handbook of Qualitative Research, a
research process starts with the choice of a paradigm in which the research is anchored.
Paradigms are “universally recognized scientific achievements that for a time provide
model problems and solutions to a community of practitioners” (Kuhn, 1962, p. x);
consist of “strong network of commitments — conceptual, theoretical, instrumental, and

II'

methodological” (Kuhn, 1962, p. 42). Four competing paradigms in qualitative research
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are positivism, postpositivism, constructionism, and critical theory and related

ideological positions (Guba & Lincoln, 1994).

Positivism paradigm places a heavy emphasis on the degree of quantification. Positivist
research designs focus on efforts to verify a set of prior hypotheses with available
statistical and mathematical models, aiming to enable prediction and control of
phenomena. Researchers and targets are assumed to be independent entities.
Researchers are believed capable of studying the target without influencing it or being
influenced by it. The procedures of data collection (sampling strategies) and analysis are
standardized. Moreover, possible confounding conditions must be controlled or
manipulated to prevent outcomes from being improperly influenced. Although
gualitative method may be appropriately used with any research paradigm, the nature
of interpretive research requires greater flexibility for new and unexpected empirical

materials and growing sophistication.

In contrast with positivist designs, much greater ambiguity and flexibility are associated
with postpositivist, constructivist and critical theory designs, which are more exploratory
in nature. As a result, theses designs rely less on deductive methods that use formal
hypotheses in non-positivist studies. Researchers and targets are assumed to be
interactively linked. Knowledge is created in interaction between researchers and
respondents; and researchers may inevitably influence the inquiry. Janesick (2000)
describes the design process of qualitative research with a dance metaphor and suggests
that qualitative research can be adapted, changed, and redesigned as the study

proceeds. According to her observation, “the essence of good qualitative research
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design requires the use of a set of procedures that are at once open-end and rigorous”
(Denzin & Lincoln, 2005). In addition, many qualitative studies involve cases, or instances
of phenomena and/or social processes. These cases or process are units of human
activity embedded in the real world and can only be understood in their contexts. The
value of these cases and process is their uniqueness. For these reasons, many
postpositivist, constructionist, and critical theory qualitative researchers employ
theoretical or purposive, but not random, sampling models. They seek out groups,
settings, and individual where (and from whom) the cases or process being studies are
most likely to occur. At the same time, a process of constant comparison between
groups, concepts, and observations is necessary, as the researcher seeks to develop an
understanding that encompasses all instances of the process or case under investigation.
This means there is little concern for empirical generalization in case studies. The goal is
“concerned with providing analyses that meet the criteria of unique adequacy” (Psathas,
1995, p. 50). Each analysis must be fitted to the case at hand; each case “must be
studied to provide an analysis uniquely adequate for that particular phenomenon”

(Psathas, 1995, p. 51).

Strategy of Inquiry

Denzin and Lincoln (2005) note that “a strategy of inquiry describes the skills,
assumptions, enactments, and material practices that researchers used when they move
from a paradigm and a research design to the collection of empirical materials”.

Operating at a more applied level, strategies of inquiry connect researchers and
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paradigms to specific approaches and methods for collecting and analyzing empirical

materials.

During the late 19" century, strategies of inquiry associated with qualitative research
became more clearly visible. Methods scholars have provided detailed descriptions of
various types of qualitative research approaches, as well as clear guidelines and
procedures of using them. A brief review of the frequently used strategies in the social

science was provided as follow.

Ethnography — Ethnography is often equated with cultural anthropology. Although
gualitative researchers such as Silverman (2000) describe it simply as observational
research in particular settings, it entails much more than mere observation in daily

activities.

Denscombe (1998, p. 68-9) defines ethnography as the description of peoples and
cultures and “understanding things from the point of view of those involved rather than
explaining things from the outsider’s point of view”. Brewer (2000) offers a more
comprehensive definition, noting that “ethnography is the study of people in naturally
occurring settings or ‘fields’ by methods of data collection which capture their social
meanings and ordinary activities, involving the researcher participating directly in the
setting, if not also in the activities, in order to collect data in a systematic manner but
without meaning being imposed on them externally”. Both highlight a notable level of
participation in ethnographic studies. Further, Burgess (1982) explains that ethnography

involves unstructured fieldwork that involves the study of real-life situations. In other
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words, field researchers observe people in the settings that they live, and participate in
their daily activities. Therefore, methods that can be used in these studies are

unstructured, flexible and open-ended.

Long-term, involved, immersed and empathetic relationships between ethnographic
researchers and the people they are studying will certainly affect the data that are
gathered and how those data are interpreted and represented, and examining this
relationship is vital to the legitimation of findings or outputs (Neergaard & Ulhoi, 2007).
Brewer (2000) asserts that reflexivity should be bound up with interpretation and be an
integral part of the writing process as researchers’ selves and identities will affect the
meaning they attribute to the data. Given the researchers’ personal backgrounds, biases,
preconceptions and research activities, one ethnographic research can only reveal
partial nature (Brewer, 2000, p. 130). Moreover, the use of observation and participation

raises ethical questions (de Laine, 2000).

Ethnographic methods have the potential to shed light on issues about the society and
its values by examining the role of entrepreneurs, to capture the social meanings of
entrepreneurs as new ventures emerge and grow, to uncover new insights on
entrepreneurial behavior, and to explain the cultural and institutional factors that
surround and either constrain or enable the emergence of a venture. However, the use
of ethnographic methods is rarely found in the mainstream journals of entrepreneurship

research (Neergaard & Ulhoi, 2007).
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Grounded theory —Neergaard and Ulhoi (2007) summarize Glaser (Glaser & Strauss
1967) and Strauss’s (Strauss & Corbin, 1998) definitions of grounded theory as “theory
derived from data that has been systematically collected and analyzed using an iterative
process of considering and comparing earlier literature, its data and the emerging
theory”. Strauss and Corbin (1994, p. 278) suggest that a grounded theory approach best
addresses “patterns of actions and interaction between and among various types of
social units”, as well as process “of reciprocal changes in patterns of action/interaction
and in relationship with changes of conditions either internal or external to the process
itself”. Morse and Richards (2002) stress that a grounded theory approach is appropriate
when the researcher seeks “to learn from the participants how to understand a process
or a situation” (p. 55). Similarly, Martin and Turner (1986) note that a grounded theory
approach is best used when no explicit hypotheses exist to be tested or when such

hypotheses do exist but are too abstract to be tested in a deductive manner.

Soon after their joint initiation work in the 1960’, Glaser and Strauss parted in their
views on the grounded theory method. The divergences between them were
summarized as follow. First, Glaser’s (1992) approach require a grounded theory
researcher to ignore all existing literature concerning the research focus and enter the
field with as few preconceptions as possible; while Strauss and Corbin (1990) permit the
researcher to predetermine a broad subject of inquiry before entering the field. Second,
Glaser states that categories will emerge without any effort from the researcher, while
Strauss and Corbin stress the importance of the researcher in interpretation. Third,

Glaser prefers an unstructured set of analytical steps, while Strauss and Corbin insist
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that grounded theory has specific procedures for data collection and analysis, following
which gives a project rigor. In addition, Glaser thinks a grounded theory should be
further tested and verified with new data using quantitative or qualitative methodology,
while Strauss argues that an empirically grounded theory is both generated and verified
in the data. Later, Charmaz (2006) suggests a constructivist revision of Glaser and
Strauss’ original propositions regarding grounded theory, and acknowledges multiple
realities and views of researchers and participants. Noting “the guidelines offer a set of
general principles and heuristic devices rather than formulaic rules”, she does not
propose an approach as structured and systematic to analyze data as Strauss and Corbin

do.

According to Strass and Corbin (1990), each researcher enters the field with some
guestions or areas for observation. Based on this knowledge, individuals, organizations
or communities that reflect the questions can be selected for study. Therefore, defining
these initial research questions, or research foci, becomes the start of a grounded theory
research (Neergaard & Ulhoi, 2007). It is important to recognize that the research
guestion may shift during the research. On the other hand, a grounded theory approach
doesn’t require a researcher to enter the field with too much existing empirical
knowledge, since it may force the researcher into testing hypotheses either overtly or
unconsciously (Suddaby, 2006). Grounded theory methodologists have offered a few
solutions to tackle with this problem. As Suddaby (2006) summarizes, one solution is to
draw research from multiple substantive areas that are frequently reflected in a given

daily reality; another is to be continuously aware of the possibility that a researcher may
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be influenced by preexisting conceptualizations of his subject area; the third solution is

not to overemphasize on seek “new” theory.

Grounded theory research usually relies on theoretical rather than random sampling,
which means that the emerging theory direct in which direction to go and what
guestions to ask (Strauss & Corbin, 1967). Data collection won’t cease until theoretical
saturation is achieved, so that new data do not add new information to
categories/concepts. The sources of data can be interviews, participant and
nonparticipant observations, photographs, videotapes, field notes and other relevant

documents (e.g., archival data and media materials).

A number of guidelines of data analysis exists, however, it is important to keep in mind
that they should be used in a flexible and creative way (Hallberg, 2006). For example,
Strauss and Corbin (1998) offer detailed procedures for data analysis through several
levels of coding — “the analytic processes through which data are fractured,
conceptualized, and integrated to form theory” (p.3). Coding begins with open coding
(generating categories of information), then proceeds to axial (selecting one of the
categories and putting it into a theoretical model) and selective coding (stating a theory
by describing the interrelationships of categories (Strauss & Corbin, 1998).
Conceptualization in this process serves as a distinct element of a grounded theory
approach. To lift data to a conceptual level, the process of data analysis is a constant
interplay between data collection and analysis that constitutes the constant comparative
method (Strauss & Corbin, 1967). Hallberg (2006) notes that by using the constant

comparative method, “every part of data, i.e. emerging codes, categories, properties,
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and dimensions as well as different parts of the data, are constantly compared with all
other parts of the data to explore variations, similarities and differences in data”. It is
both systematic and creative to help the researcher explore categories/concepts from
the data (Glaser & Strauss, 1967). Theoretical sensitivity (Glaser & Strauss, 1967; Strauss
& Corbin, 1998), which refers to a researcher’s ability to use personal/professional
experience and methodological knowledge to see data in new ways and think abstractly,
is also important in the data collection and analysis process. Propositions that state the
relationships of the emergent theoretical framework is formulated after data analysis,

the researcher then wraps up the whole project with a written research report.

Grounded theory method may be the most widely employed interpretive strategy in
social science today, since researchers may benefit from unique means to facilitate an
understanding of the complexity of social phenomena (Dougherty, 2002). It “gives the
research a specific set of steps to follow, ones closely aligned with the canons of ‘good
science’ (Denzin & Lincoln, 2005, p. 382). However, Makeld and Turcan (2007), in
reviewing recent grounded theory research in entrepreneurship, note that despite
identifying a grounded theory approach as a method, many “grounded theory” studies

were actually descriptive, failing to contribute rigorous theories.

Case studies — It is not conclusive that “case study” is a distinct strategy of inquiry.
Neergaard and Ulhoi’s (2007) state in Handbook of Qualitative Research Methods in
Entrepreneurship that they do not consider “case study” as a distinct methodology but
the conceptualization of a case as the object of study, which is common in research

following the grounded theory methodology. Stake (2005) also identifies the case as a
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data source that can be studied by a variety of methods, and states that case study is not
a methodological choice but a choice of what is to be studied. Similarly, Makelad and
Turcan (2007) don't consider cast study a distinct methodology. In contrast, Denzin and
Lincoln (2005) group case study into the category of strategies of inquiry. Yin (2009)
presents case study as a comprehensive method of conducting research. Creswell (2007)

chooses to present case study as a method in his review of qualitative methodologies.

Gillham (2000) blur the line between case study and grounded theory, stating that the
case study researcher “develops grounded theory” by working inductively from the
evidence in the research setting (p. 2). He defines the case as “a unit of human activity
embedded in the real world; which can only be studied or understood in context; which
exists in the here and now; that merges in with its context so that precise boundaries are
difficult to draw” (Gillham, 2000, p. 2). Case study is also defined as a main method by
Gillham, with various sub-methods such as interviews and observations. A case is
constructed by combining various types of evidence (such as interviews, direct
observations, archival records, and physical artifacts) and creating a chain of evidence or
narrative account (Gillham, 2000; Yin, 2009). The incorporation of multiple sources of
data in case study provides triangulation of sources (Yin, 2009). Through the
convergence of findings, it enhances confidence in the quality of findings and

strengthens the substantiation of constructs and hypotheses (Eisenhardt, 1989).

Case study as a method of inquiry is considered to be effective in addressing “how and
why” questions, and is well-suited to exploring the experiences of participants within

their real-life contexts which are considered as a significant and inextricable part of the

48



experiences (Stake, 2005; Yin, 2009). Eisenhardt (1989) suggests that case study method
is particularly well-suited to new research areas or researcher areas for which existing

theory seems inadequate.

Stake (2005) identifies three types of case study. According to his definition, intrinsic
case study is a case study undertaken with the central goal of gaining deeper
understanding of the particular case — with this understanding of the particular case
being the primary goal, rather than the study being a means of generalizing (Stake,
2005). Stake (2005) notes that even within the qualitative paradigm, intrinsic case
studies are not seen as relevant as instrumental case studies, from which generalizations
may be drawn. In contrast to intrinsic case studies, the aim in instrumental case studies
is to provide insight into a larger issue. The case is analyzed for the purposes of
illuminating this external question (Stake, 2005). Multiple or collective case study
involves a collection of instrumental cases which are examined in order to understand a

shared phenomenon (Creswell, 2007; Stake, 2005).

Eisenhardt (1989) describes the process of theory building from case study research,
beginning with defining research question and/or priori constructs, following by
selecting cases, crafting instruments and protocols, collecting data in the field, analyzing
data, shaping hypotheses, enfolding literature, and ending process once theoretical
saturation is achieved. She also identifies the distinct characteristics of case study
method from a grounded theory approach and other qualitative methods as a priori
specification of constructs, triangulation of multiple investigators, within-case and cross-

case analyses, and the role of existing literature.

49



Yin (2009) notes that analysis of case study evidence is one of the most challenging
aspects of case study research due to the lack of development of analytic procedures.
Four general strategies for analysis that are described by Yin (2009) include relying on
theoretical propositions that led to the development of the case; developing a
descriptive framework to organize the case; using both qualitative and quantitative data
when appropriate; and examining rival explanations. Yin (2009) also outlines four
principles which should apply regardless of specific analysis techniques: analysis should
demonstrate attention to all evidence; all major rival interpretations, and most
significant aspects of the case, and should incorporate awareness of current knowledge

in the topic area.

From the review of the research literature in business and entrepreneurship, it appears
that many researchers use a methodological structure combining case study and

grounded theory (Eisenhardt & Graebner, 2007; Wilson & Vlosky, 1997).

Phenomenological research — Phenomenological studies are designed to describe the
meaning individuals make of lived experiences of a particular phenomenon, and may be
seen as best addressing questions about the meaning or “essence” of an experience in
the context of four existential elements: relationships to things, people, events, and
situations (Morse & Richards, 2002; Van Maanen, 1990). Benz and Shapiro (1998) note
that phenomenological inquiry with individuals “involves listening to, watching, and
generally engaging in empathic understanding of another person” (p. 99). Understanding
the “living experiences” labels phenomenological research as both a philosophy and a

method of inquiry, and its procedure requires studying a small number of subjects
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through extensive and prolonged engagement in order to develop patterns and

relationships of meaning (Moustakas, 1994).

Phenomenologists reject all presuppositions concerning the nature of the real, and
believe the only real world that can be described with adequacy is that which is
subjectively experienced (Hammond, Howarth, & Keat, 1991). “Bracketing”, the practice
of setting aside pre-existing personal knowledge, assumptions, and expectations about
the research subject, is a frequent seen term in descriptions of phenomenology
(Creswell, 2007; LeVasseur, 2003; Morse & Richards, 2002). This bracketing in order to
understand phenomena from the perspective of those who experience it is a powerful
way of tackling any potential theoretical bias (Cope, 2005). The complexity surrounding
phenomenological research is that, although the subjectivity of phenomenological
inquiry requires the researcher to be a neutral, impartial and detached observer, the
phenomenological description of phenomena presented by the researcher represents a
personal interpretation of the interpretations of the researched (Guba & Lincoln, 1994).
Moreover, it is very difficult for the researcher to relinquish control in the interview and

let the participant set the course of the dialogue.

Narrative research - “Narrative” is a term used to describe various texts or discourses
(Chase, 2005). It can be found describing participants’ stories in studies with various
methodological designs. Since in these studies, it is the researcher who writes
participants’ stories into a narrative chronology, the ultimate narrative for analysis
contains views from both the participant’s life and the researcher’s life (Clandinin &

Connelly, 2000). Creswell (2007) states that narrative research is most suited to
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“capturing the detailed stories or life experiences of a single life or the lives of a small
number of individuals” (p. 55). It is interesting that narrative is also seen as both a
method of inquiry and the phenomenon under investigations (Pinnegar & Daynes,

2007), just like cases.

Challenges in narrative inquiry include the need for extensive collaboration with
participants (Creswell, 2007). The researcher’s own values, background, and beliefs
shape how participants’ stories are retold, and it is essential that the researcher is
reflective about their influence on the outcome when constructing the narrative

(Pinnegar & Daynes, 2007).

Research methods

The third major element and the most practical step of a research approach is the
specific methods of data collection and analysis. Information and data can be collected
on an instrument; with a questionnaire; from archival documents; through on-site
observation of the behavior of individuals by participating in their activities; or in
interviews during which individuals is allowed to talk openly about a topic. Creswell
(2013, p. 17) suggests that “the choice of methods by a researcher turns on whether the
intent is to specify the type of information to be collected in advance of the study or to
allow it to emerge from participants in the project”. For instance, since qualitative
research has a low degree of predetermined nature, it inclines to use open-ended

guestioning and non-numeric data analysis.
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Three factors may affect a choice of one approach over another for the design of a
proposal: the research question, the researcher’s personal experience, and the
audience(s) that the report is written for (Creswell, 2013). Certain questions call for
specific approaches. For example, qualitative research approach may be needed because
“the topic is new, the topic has never been addressed with a certain sample or group of
people, or existing theories do not apply with the particular sample or group under

study” (Creswell, 2013, p. 22).

The researcher’s own personal training and experience is also relevant. Quantitative
researchers are persons who have received training in scientific writing, statistics, and
computer statistical programs; are familiar with quantitative journals; and feel
comfortable to follow traditional procedures and rules in the positivism paradigm
(Creswell, 2013). To the contrary, qualitative approach requires researchers to be more
creative, reflective and passionate. Moreover, their personal desires, goals and concerns
decide the importance of particular topics to them and may impede the trustworthiness
of their research projects (Watt, 2007). Comparing with quantitative researchers, they
usually obtain a higher level of mastery on literary writing, computer text analysis, and

open-ended interviews and observations (Creswell, 2013).

Finally, it is no doubt that audiences to whom researchers report their research for are at
least of the same importance. These audiences may be journal editors, journal readers,
graduate committees, conference attendees, peers or colleagues in the relevant field, as

well as practitioners. Considering backgrounds and experience of these audiences with
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different research methods studies shapes the researcher’s decision about this choice

(Creswell, 2013).

Rigor in Qualitative Research

Strauss and Corbin (1998) suggest that qualitative analysis is both science and art —
maintaining a degree of scientific rigor while also employing creativity and flexibility in
taking up these procedures. As qualitative research methods and analysis are not
standardized in the way that quantitative procedures are, and are also based on
fundamentally different paradigms, qualitative methods cannot be subjected to the
validity and reliability measures of quantitative methods (Lee, Mitchell, & Sablynski,
1999; Strauss & Corbin, 1998). That is, as discussed earlier in this chapter, reliability and
generalizability play a minor role in qualitative inquiry. Validity, nevertheless, is still

important. Below | introduced several strategies to obtain rigor.

First, using clearly identified and systematic procedures for conducting the research is
suggested as a primary means for ensuring credibility and quality (Creswell, 2007;
Patton, 2002). Rigorous methods and detailed description of the data collection and
analysis process are also important in increasing the reliability and credibility of results,
particularly in grounded theory research where the aim is to create a new theoretical
framework (Méakeld & Turcan, 2007). For example, theoretical and purposive sampling
can ensure that the best informants for theory building are included in the data - both
representative and divergent cases (Creswell, 2007; Strauss & Corbin, 1998). Particularly,

including discrepant cases adds to the credibility of the data, as the real life is filled with
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contradictory perspectives. Another term that is frequently emphasized in qualitative
literature is in reference to the use of “thick descriptions” which refers to the use of
deep and detailed accounts of data to create a sensation of reality for the reader
(Creswell, 2007; Denzin & Lincoln, 2005). Triangulation of data sources, as well, increases
credibility by ensuring that findings are not only the result of one source or approach,
and by demonstrating convergence of findings across sources (Creswell & Mill, 2000;

Patton, 2002; Yin, 2009).

Second, Morse, Barrett, Mayan, Olson and Spiers (2008) suggest “verification strategies
that ensure both reliability and validity of data are activities such as ensuring
methodological coherence, sampling sufficiency, developing a dynamic relationship
between sampling, data collection and analysis, thinking theoretically, and theory
development” with an emphasis on the importance of investigator responsiveness in
ensuring quality (p. 18). These strategies should be integral to the process. Moreover,
clarifying the researcher’s own bias creates an open and honest conversation between

the researcher and readers.

In addition, Wigren (2007) notes that there are several distinct groups to take into
account in regards to judging quality, including participants in the study, the academic
community, policy-makers and the public. Member checking is perhaps the most crucial
step in establishing credibility and involves seeking participants’ confirmation of the
representativeness of the analysis of their experience (Creswell & Miller, 2000; Lincoln &

Guba, 1985). Collaboration with participants throughout the research process is an
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extension of member checking. Peer review of both the data coding and theory

development can further address potential issues.

Justification of a Grounded Theory Approach

Quantitative research usually stresses on the discovery and verification of theories that
explain causal relationships between variables. In contrast, qualitative research
emphasizes a lot on the interpretation of socially constructed realities, the subjectivity
and interaction of the researcher and participants, and the contextual constraints that
shape the research. As being reviewed in the “Literature Review” chapter, little has been
done to describe, interpret, and explain early delegation activities in new ventures and
their impact on new venture survival and growth. To answer these research questions, a
qualitative approach was appropriate (Edmondson & McManus, 2007). More
importantly, entrepreneurship is “a lived experience” and qualitative methods can
develop insight on how entrepreneur experience the process (Schindehutte, Morris, &
Allen, 2006). This approach was also consistent with the recent call by Suddaby, Bruton

and Si (2015) for more qualitative studies to explore new areas in entrepreneurship.

In entrepreneurship literature, ethnographies, grounded theory, case studies,
phenomenological research and narrative research are often used as effective ways to
tackle with important questions in this field. Most ethnography and phenomenological
research serve the purpose to explore social meanings created from individuals’ live
experience. Case studies, on the other hand, draws heavily on the grounded theory

method, and is a flexible and broader approach that can be used to provide description,
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test theory, or generate theory (Eisenhardt, 1989). Compared with these qualitative
options, a grounded theory approach suits the best when the researcher seeks “to learn
from the participants how to understand a process or a situation” (Morse & Richards,
2002, p. 55). Since | was interested in exploring intersubjective interpretations between
the delegators and delegatees and learning from whom were studied, it became the
most appropriate method for approaching my research questions proposed in the

“Introduction” chapter.

After carefully considering the controversy over the grounded theory method, | took up
Strauss and Corbin’ (1990) way of doing constant comparative analysis, which allows
some application of deduction through data analysis and includes detailed procedure of
coding, in my dissertation research. Although these perspective/procedure has been
criticized as potentially subverting the discovery-oriented intent of the method and
forcing the data (Rennie, 2006), they provide rigorous and useful process of data
collection and analysis. In the meantime, | constantly reminded myself not to let my

prior knowledge and bias contaminate the emergent theory in the inquiry.

Samples and Data Collection

In this study, | employed the theoretical sampling approach, which is commonly used in
gualitative studies (e.g., Gersick, 1988; Harris & Sutton, 1986; Pettigrew, 1990), to collect
adequate cases (Eisenhardt, 1989). The target participants were: 1) founders of start-ups
and their co-founders (if any); 2) the first one or a few professional managers, such as

the Chief Financial Officer, Chief Operating Officer, Chief Executive Officer, Chief
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Technology Officer and department directors, that the founding entrepreneurs or the
venture teams hired from outside the companies; 3) the angel investors of the
companies or their representatives such as incubator managers (if any). The theoretical

sampling process was further described in the data analysis section of this chapter.

By leveraging my personal network, | identified two Canadian and one UK-Chinese joint
small-sized incubators that offer entrepreneurs financial support and services in the high
technology industry. Company samples came from the portfolio companies of these
three incubators. All of these companies have reached the stage of early growth
according to the incubators’ recruiting criteria. Direct invitations were made via e-mail or
in person to the CEO of the companies and then distributed to appropriate participants.
The final participants were four founder-CEOs, one founder-COOQ, three co-founders, 14
professional managers from five growing, small-sized technology start-ups, one angel
investor and two incubator managers. Specifically, these start-ups operated in a range of
industries including marketing and advertising (2), interior design (1), intelligent

computing and storage systems (1), and consumer electronics (1).

In line with the research design, the founder interviewees created the current ventures
to transform their business ideas into new products and/or services which they believed
profitable, although some ideas were pivoted a few times into new applications and
target markets when the original ones failed along the way. Business model pivot is both
prevalent and imperative among technology start-ups because new business models
rarely work the first time around under the condition of great uncertainty (Garcia-

Gutierrez & Martinez-Borreguero, 2016).
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Three ventures were started by teams. Today, many new ventures are created and led by
teams rather than single entrepreneurs (Beckman, 2006; Cooper, Woo, & Dunkelberg,
1989; Kamm, Shuman, Seeger, & Nurick, 1990; Lechler, 2001; Reynolds & White, 1997;
West, 2007). As the businesses grew, professional managers had also been hired from
outside the company to take up important managerial functions, including sales,
marketing, technology development, customer services, talent and process
management, financing, and public relations. Before they came on board, these tasks
and roles were either carried by the founding entrepreneurs or the venture teams, or
didn’t even exist. Generally speaking, the qualifications of these professional managers

matched the position requirements.

In addition, | invited one angel investor and two incubator managers to participate in
this study. It is because this population not only provides financial support to a number
of new ventures, but also actively seeks to add value to the ventures through monitoring

and supervisory activities.

Interviews, observations and archival materials

Based on theoretical sampling strategy, | conducted 25 in-depth interviews in Canada
(21) and China (4). Interviews were conducted either on phone (2) or face-to-face (23)
following semi-structured questionnaires. Questions in the interview protocol were pre-
tested among several entrepreneurs, fund managers and incubator managers in order to
eliminate ambiguities and secure the understandability of them. For the Chinese

interviews, the semi-structured interview guide was first constructed in English and then
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translated into Chinese, and verified by an expert in entrepreneurship, who is fluent in
both English and Chinese. During the interviews, | left plenty of time to the participants
to tell stories and did my best to keep them active (Riessman, 2008); | also listened

actively and encouraged them to elaborate and to clarify details (Charmaz, 2006).

Interviews with the founders began with a general description of one’s age, education
background, work and entrepreneurial experiences, company history, and the overall
performance of the company. Then | explored one’s intrinsic motivations of becoming an
entrepreneur, organizational structure and decision-making procedure, and one’s
delegation experience with other venture team members (if any) and professional
managers. Following participants’ leads while asking for clarification and expansion, my
focus was on hearing the descriptions and explanations of the attitudes, feelings,
thoughts and behaviors associated with early delegation activities, using questions such
as “When did you consider hiring professional managers from outside the company?”,
“What is your definition of “successful delegation?”, “What have been delegated and
what haven’t and won’t?”, “What were the main challenges in the delegation practice
and how did you get over them?”, and “Has the delegation been successful?”. In these
interviews, | didn’t use the word “psychological ownership” and/or “territoriality” to
avoid biasing responses through leading language. Instead, | focused on feelings and
thoughts one had when experiencing delegation by asking “Did you feel that the
company no longer belonged to you after delegating?”, “Did delegating affect your

connection to the company?”, and “Did you feel more or less control after delegating?”
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Interviews with professional managers began with a general description of one’s
education background, work experience and expertise. Then | explored one’s reasons to
join the company, the hiring and delegation experience, job-related autonomy, and one’s
responses to the founder’s unwillingness to relinquish power (if any), by asking
guestions such as “What triggered you to join the company?”, “Can you do better if you

were fully delegated?”, and “ What did you do to get more autonomy?”

Interviews with co-founders emphasized company history and venture team dynamics.
Interviews with the angel investor and incubator managers focused on one’s experience
of mentoring and counselling the founder interviewees’ management practices,

particularly with regard to delegation.

On average, the interview time was 65 minutes, with the range from 16 minutes to 112
minutes. All interviews were recorded and fully transcribed. To ensure accurate
transcription and to facilitate ongoing data analysis, | transcribed interview data as soon
as possible after interviews were completed. During the process, | also modified the
interview guide to further explore emerging themes (Spradley, 1979). Since data
collection and analysis were intertwined, seven follow-up interviews were conducted
with the same participants with newly added and/or fine-tuned questions to further

explore the emerging themes (Eisenhardt, 1989).

In addition, | attempted to eliminate the difference between reactions though
guestionnaires and actual experience (LaPiere, 1934) by conducting on-site observations

as necessary. To be specific, | wrote observational notes regarding the office layout and
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work environment of the business place, the observed interactions within the venture
team and between founders and professional managers, as well as their impressions
regarding employee morale in each sample company. Information from incubator
offices, company websites and business journals were also used for triangulation to
enhance validity and the internal consistency of the interview data. To be specific, |
consulted business advertising and promotional materials such as company websites,
blogs, Twitter accounts, and Facebook pages, as well as newspapers and online media
coverage of the industry statistics, the business and/or the founding entrepreneurs,
venture teams and senior management teams, to confirm, elaborate, and augment of
the interview data. Online and archival material, when available, was transferred into
word documents to allow coding alongside interview transcripts and observational

notes.

Participants

In total, there were 19 male and six female interviewees, with ages ranging from the
early 20’s up to 50’s. Each person has a unique combination of personality, education
background, employment history and entrepreneurial experience. Table 1-2 presented

demographic data regarding individual participants and the company information.
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Table 1: Participant Profiles

. Prior Work Experience (year) First-time Current Entrepreneurial
Age Gender | Education - -
Employment Entreprenuerial Entrepreneur? Experience (year)
AF Early 30's M Master 0 4 Y 4
ACF1 Early 30's M Master 0 4 Y 4
ACF2 Early 30's M Master 0 4 Y 4
BF Early 30's M High School 0 7 N 5
CF Late 20's F Bachelor 2 0 Y 5
CCF Late 20's M Bachelor 3 1 N 5
DF Late 30's M Bachelor 10 0 Y 3
EF Late 40's M PhD 16 0 Y 3
Age Gender | Education Prior Ma_nagenal Prior EntrePreneur|aI Expertise Joined Since?
Experience Experience
APM1 Late 20's M Bachelor Y N Marketing 2013
APM?2 Early 50's M Bachelor Y Y Sales 2015
APM3 Late 20's M Master Y N Customer Services 2015
BPM1 | Early 50's M Bachelor Y Y External Affairs 2012
BPM2 Late 20's M Master N Y Technology 2013
BPM3 | Early 30's F Bachelor Y N Talent Management 2013
BPM4 | Early 30's F Bachelor Y N Sales 2015
BPMS5 | Early 30's M Bachelor Y Y Sales 2016
CPM1 Late 20's F Diploma Y N Customer Services 2015
CPM2 Late 30's M Diploma Y Y Sales and Operation 2016
CPM3 Late 20's F Bachelor Y Y Digital Marketing 2016
DPM1 Late 30's M Bachelor Y N Technology 2016
DPM2 Late 30's M Bachelor Y Y Public Relations 2016
EPM Late 30's F Master Y N External Affairs 2015
Age Gender | Education In\{estment
Experience (year)
Al Early 40's M Bachelor 15
IM1 Late 30's M Bachelor 4
IM2 Early 30's M Master 5
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Table 2: Company Information

Year of Registration| Years of Operation Industry # of Employees Revenue (USD, 2017) Annual Growth
Company A 2013 4 Marketing and Advertising 18 911,000 82%
Company B 2012 5 Marketing and Advertising 20 9,300,000 300%
Company C 2012 5 Interior Design 7 120,000 131%
Company D 2014 3 Consumer Electronics 10 The product was launched in the year N.A.
Intelligent Computing and
Company E 2014 3 Storage Systems 39 The product was launched in the year N.A.
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As follows, | further provided a sketch of each founder and the context of his/her early

delegation activities.

Company A

The founder (AF) and his three school acquaintances were recommended by a professor
to participate in a real-life entrepreneurial project, which was initiated and funded by
the angel investor-participant of this study, when he was pursuing his Master’s Degree.
The project failed after about a year, during which one person left. Lucky enough, the
angel investor didn’t give up the team. Together with two remaining project team
members (the co-founders, ACF1 & ACF2), AF carried on the business with a different
idea. None of these student entrepreneurs have work experience before entering the

entrepreneurial project.

AF acted as the founder-CEO of the current company, ACF1 as the founder-COO and
ACF2 as the founder-CTO. To grow the business, AF hired three professional managers
from outside the company to take up important management positions, including VP of
marketing (APM1), Head of Global Sales and Business Development (APM2), and VP of
Customer Success and Implementations (APM3). No one was hired through public

recruitment. All of the professional managers were granted company options.

Company B

The founder (BF) had been self-employed since high school age and used to run
businesses in a variety of industries on his own. He initiated the current business solely
and did most of the work by himself in the early years, including seeking external
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financial support from private investors and venture capital firms. In order to complete
an important round of financing in 2013, BF accepted the angel investor-participant’s
request to re-organize the company, including stepping down from the CEO position,
taking in his succession who was one of the early investors and the acting CEO of the
company at that time, and constituting a merger with a small software development
team. The successor, BPM1, was an experienced entrepreneur, angel investor and
management coach. Prior to joining company B, he had been involved in
entrepreneurship, investment in a number of technology start-ups and management

consulting work for several larger companies for over 20 years.

At the time of data collection, BF was the COO of the company and shared the highest
decision-making rights with BPM1. They called it as “a co-CEO role” and further

articulated it to me as below:

“It was a conversation between him and |. Externally, certainly he needs to be
seen that way, he is the CEO. The company is still small, we don't need two CEOs,
and he is the best person for this type of responsibility. Internally, we have a very
good division of work, any large decision usually gets signed off by both, so it's

sort of a co-CEO role.” — BF

“Decisions about company directions, strategy, financing, hiring and firing, that

eventually goes through the office that (BF) and | share.” — BPM1

Both BPM1 and CTO (BPM2), the leader of the software development team, were

offered partial equity ownership (company shares) and the title of “co-founder” by BF.
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BF enjoyed experimenting with new business ideas. As a consequence, the company had
three independent business units. As it grew, the company hired VP of Sales (BPM3) and
her maternity leave substitute (BPM4), an Account Director (BPM5) to explore a specific
business opportunity, and the CFO who didn’t participate in this study because he was
newly hired. No one was hired through public recruitment. BF, BPM1, BPM2, BPM3 and
the CFO composes the leadership team of the company. All of the professional

managers, as well as ordinary employees, were more or less granted company options.

Company C

For this founder (CF), the journey into entrepreneurship was unexpected. CF got laid off
and chose to become an entrepreneur out of necessity. Prior to entrepreneurship, CF
spent a few years working in both established and entrepreneurial environments but

didn’t have any managerial experience.

CF’s initial business idea came from a practical problem she identified at work. She
started the current venture with CCF (the co-founder and CTO), a family member of CF’s.
During the years, CF hired Director of Customer Experience (CPM1), her maternity leave
substitute (CPM2) and Marketing Manager (CPM3) to support the growth of the
company. CPM1 came from CF’s professional networks, while CPM2 and CPM3 were
hired through public recruitment. CPM2 had been promoted to Director of Operations 4
months after being hired and the other professional managers reported to him at the

time of data collection. All of the professional managers were granted company options.

Company D
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The founder (DF) worked for both established and entrepreneurial companies for many
years as an engineer. During the interview, DF said that he had a longstanding interest to
enter entrepreneurship; however, the transition was gradual - a year after he identified
the target industry and started to build a prototype to join the competition, DF still had
paid employment. In 2014, DF relocated to another country alone for the convenience of
financing. In order to reunite with his wife and sons, DF planed to sell his company

shares in exchange for a high payout in 3-5 years.

The venture was initiated by DF and two friends of his, while these two co-founders quit
due to severe teamwork issues before the time of data collection. According to DF, the
incongruence nearly caused the dissolution of the company. In order to continue the
operations, DF hired CTO (DPM1) and Marketing Director (DPM2), both belongs to DF’s
close ties. Soon after joining the company, DPM1 and DPM2 were allowed to purchase
some company shares and entitled as “co-founders” by DF. Due to management
problems, DPM1 left the company at the time of data analysis, and DPM2 was about to

leave.

Company E

Prior to entrepreneurship, the founder (EF) had rich work and managerial experience
gained from long-established large organizations in multiple functions and different
geographic locations. EF was a first-time, sole entrepreneur and acted as the CEO of the
company. He owned the initial business idea, led a small software development team to

develop the product, and created the current ventures to commercialize the product.
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EF hired an experienced manager (EPM) through reference to deal with external affairs,
including financing, sales and marketing, as well as public relations. The hiring was
initiated by the EF. Similarly, EPM and the head of software development team were
granted company options and the title of “co-founder”. Unfortunately, the head of
software development team turned down my interview invitation due to heavy

workload at the time of data collection.

The investor and incubator managers

Since all of the ventures obtained some business angel financing to aid its development,
| also interviewed one angel investor (VC) who has invested in two sample companies, as
well as two incubator managers (IM1 & IM2) who are in charge of the incubators in this

study.

Data Analysis

Theoretical sampling - As a key component of the grounded theory approach,
theoretical sampling is an iterative and simultaneous process to seek, gather, code and
analyze data to generate theory (Glaser & Strauss, 1967). It “begins after the first
analytic session and continues throughout the research process” (Corbin & Strauss 2008,
p. 149) and the core is that emerging theory directs ongoing data collection. That is, the
researcher began to code and analyze his/her data as quickly as possible after the initial
data collection so that as theory begins to emerge from within the data, the researcher
can decide what new data to collect and where to find them. Consistent with these

instructions, | began the data analysis immediately upon the collection of initial data.
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Based upon the results of initial coding and analysis, | adopted theoretical sampling to

seek additional sources of data until data saturation was completed.

The goal of theoretical sampling is to develop as much understanding of the
phenomenon of interest as possible through an inductive approach. This is different
from the apriori probabilistic sampling design that is often used in quantitative research
where the goal is to obtain a representative sample. As Charmaz (1990) notes, “...by the
time theoretical sampling is planned, a researcher would have some hunches or even
hypotheses which he or she wishes to check. Thus, theoretical sampling shapes further
data collection as the researcher pursues developing conceptual ideas rather than
amassing general information” (p. 1163). In this study, specifically, | not only modified
the interview guide to address emerging themes, but also conducted further 13
interviews after coding and analyzing the initial sample of 12 participants. It was
because after | collected and analyzed interview data from 12 participants, it was clear
that the data were insufficiently saturated in ventures started by single entrepreneurs
and conflicting situation. | thus sought and recruited corresponding participants.
Saturation was reached when no new information was discovered from subsequent

samples.

Memoing - Glaser defines theoretical memos as “the theorizing write-up of ideas about
codes and their relationships as they strike the analyst while coding” (1978, p. 83) and
stresses that without the ongoing process of memo writing, one is not truly grounded
theory research. Accordingly, | engaged in memo-writing throughout the data analysis

process to facilitate reflexivity to secure theoretical sensitivity, which refers to “a
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researcher’s ability to give meaning to data and to recognize data that have pertinent

meaning to the emerging theory versus data that do not” (O’Reilly, Paper & Marx, 2012).

In addition, according to Birks, Chapman and Francis (2008), memos have a number of
pragmatic functions in the research process. These functions can be summarized by
using the mnemonic “MEMO”: Mapping research activities; Extracting meaning from the
data; Maintaining momentum; Opening communication. To be specific, memos permit
the recording of the natural progression of a study, any changes in direction and the
context from which these arise; enable a researcher to articulate, explore, contemplate
and challenge his/her interpretations at a conceptual and theoretical level when
examining data; preserve his/her thoughts, feelings, impression for later review and
confirmation; and serve as a vehicle to convey ideas to stakeholders in a given study. |
kept writing memos throughout the study to reflect my ideas regarding the development
of properties of each category, the significance of the codes, the connections between
categories and/or their properties, as well as the link between the emerging and existing
theories. All of my memos were dated, titled and filed (Schreiber, 2001). A few examples

of them were presented below:

January 31, 2017/ Autonomy - When the outcome of delegation is disappointing,
people usually blame the founding entrepreneur for not transferring adequate
decision-making rights to his/her professional managers. In my study, however,
some professional manager interviewees implied to me or spoke openly that they
didn’t really wanted to have a very high level of autonomy. This was particularly

noticeable when the professional manager’s personal goal did not overlap with
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the company’s. | then thought it was worth asking additional questions and

exploring how such incongruence affects the results after delegating.

February 2, 2018/ Typology - Two founders provided me contradicting definitions
of entrepreneurial delegation. | saw the underlying struggles but was not sure
how to properly categorized them. | chatted with Patricia about it today when we
had brunch together at the Village. She mentioned a paper called “Boundary
Spanning Individuals: Their Role in Information Transfer and Their Antecedents”
and said maybe | should recognize these two founder-entrepreneurs as
“delegators in transition”. Her words were inspiring because at that point, |
realized that | was able to capture the differences between experienced and

novice delegators.

February 21, 2018/ Trust - My initial thought was that trust played a positive role
in early delegation; | was very firm about this assumption because it had been
explored and verified in the context of established organizations. To my surprise,
none of the founder interviewees agreed with this assumption. | told myself that

the unique context here in start-ups would yield something valuable.

Theoretical coding — In order to expose the theoretical underpinnings of the

phenomenon, theoretical coding is used to identify properties, categories and their

connections (Fendt & Sachs, 2008; Isabella, 1990). According to Corbin and Strauss

(1998), it contains three levels of analyses, open coding, axial coding and selective

coding. Practically, Glaser (1978, p. 57) suggests one continually ask three important
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guestions to facilitate theoretical coding: “what is this a study of?” “what category does
this incident indicate?” and “what is actually happening in the data?” My theoretical

coding was strictly following their instructions.

Open coding. In the early stage of analysis, | adopted open coding (Glaser & Strauss,
1967) to identify initial first-hand concepts, themes and/or patterns from the data. The
purpose of open coding is to obtain new insights by breaking through standard ways of
thinking about or interpreting phenomena reflected in the data (Wicker, 1985).
Accordingly, | reviewed my interview transcripts, observational notes, archival
documents and memos line by line and word by word to make comparisons within and
between data sources to get a broad understanding of new venture delegation. | also
met regularly with my dissertation supervisor and colleagues who conduct research in
closely related domains and discussed the emerging patterns to obtain their feedback
regarding my initial sensemaking. At the meantime, in order not to get lost in the large
volume of data available, | stuck with the emerging properties and categories to my
research questions no matter how interesting some irrelevant descriptions were, and
managed not to be misled by my initial assumptions and conjecture. For example, many
interviewees mentioned their exit intentions and/or plans. Although entrepreneurial
exit, exit from team startups in particular, is quite attractive and still remains under-
examined in entrepreneurship literature (Wennberg & DeTienne, 2014), | didn’t invite

further discussion on this topic.

Axial coding. Once all of the initial properties and categories were identified, | used a

second round of coding, which is axial coding, to build larger categories and identify the
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connections between them. Axial coding is defined by Strauss and Corbin (1990) as “a
set of procedures whereby data are put back together in new ways after open coding, by
making connections between categories” (p. 96). This process is referred as “axial” as it
relates codes around the “axis” of a category. According to Strauss and Corbin (1990),
axial coding is guided by a “paradigm model”, including conditions, phenomena, context,
intervening conditions, actions/strategies and consequences, to explain why and how
phenomena occur. This paradigm model was particularly helpful for me, as a junior
researcher, to think in a more systematic way when processing the data. In alignment
with the constant comparative method (Glaser & Strauss, 1967), | engaged in
simultaneous collection, coding and analysis of the data, iterative comparison between
new data and earlier data, until data saturation was completed. Locke (2001) defines
constant comparison as “‘a procedure in which two activities, naming data fragments
and comparing data incidents and names, occur in tandem”’ (p. 25). By using constant
comparisons, variations, similarities and differences in data were identified, adjustment
of categories and the connections between categories were realized and the theoretical
underpinnings began to surface. For example, after identifying two types of new venture
delegation, | began to compare and contrast cases and further synthesized a number of
initial categories identified in open coding to focus on the founding entrepreneurs’
psychological ownership and its associated territorial behavior, the understanding of the
necessity/importance of delegation and their delegation tactics. Figure 1 illustrated the

data structure for the theoretical types of new venture delegation.
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Figure 1: Data structure

wN =

Reason(s) to become an entrepreneur
Ownership structure/decision-making procedure
Perceived importance and confidence to run the
business

Psychological
ownership/ territoriality

PN~

Prior managerial/delegation experience
Earlier business failure

Desire to grow the business

External stakeholders’ influence

Understanding of the
necessity/ importance
of delegation

Ineffective versus effective
delegation that leads to
conflicting results

wN =

Direct supervision/managerial intervention
Creative use of control systems
Commitment to build an aligned company vision

First order codes

Delegation tactics

Second order codes
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At the same time, | began to link the emerging themes with concepts from the extant
literatures. | also tested the initial assumptions came from my previous experience and
discarded those didn’t get verified by the data. For example, my cross-case comparisons
found that delegation led to conflicting results, inspiring me to argue that new venture

growth was guaranteed only when delegation was effective.

Data were considered to have reached saturation when no new information was being
discovered about the categories or their properties. | felt confident that all categories
showed depth and breadth of understanding of new venture delegation, which was the
targeted phenomenon of this study. This was in line with Corbin and Strauss (2008)’s
assertion that only when each category has been explored in depth, identifying
properties and dimensions under different conditions, can a researcher states that

saturation has been reached.

Selective coding. Selective coding is undertaken to unify all categories around “core

categories” and thus produce a draft theory (Glaser, 1992). The core is that in the
process of theory development, data must not be forced to fit categories, but the
categories and theory must fit the data (Corbin & Strauss, 1990). This brought me back
to the central problem of the study. By asking myself “if | had to conceptualize my
findings in a few sentences, what do | say”, | developed three core categories, which
emerged from the categories already identified, that grabbed significant explanatory
power over the targeted phenomenon of this study. The first core category was the
occurrence of new venture delegation, the second was psychological ownership in new

venture delegation, and the third was effective delegation.
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In order to obtain adequate accuracy of interpretation and coding, | also asked
participants to review the results of the final coding of the data. Validation of categories
by the majority of participants is an important part of ensuring the validity of accuracy of
the coding (Braun & Clarke, 2006). By so doing, participants could validate
interpretations or suggest revisions to make interpretation of their data more accurate. |
was fortunate as many participants agreed to help. In addition, the theoretical model

was reviewed with a few entrepreneurs and fellow grounded theory researchers.

Conclusion

The ultimate goal of this study was to develop new theories and open new areas of
research inquiry. Hence, | chose to use a grounded theory approach after reviewing all of
the available research method options. | was confident that the grounded theory
approach followed logically with the result of the literature review on delegation, new
venture growth, psychological ownership and territoriality, and suited my research
guestions. In this chapter, | described in details the specific process of data collection
and analysis that | employed in my dissertation research, including an introduction to
selection criteria, participant demographics, company information, theoretical sampling,

and data coding and analysis procedures.

77



Chapter 4: Findings

My overarching empirical focus throughout this dissertation research was to investigate
when and how new venture delegation occurs, and how it enhances or undermines new
venture survival and growth, with a particular interest in exploring the role of
psychological ownership in early delegation activities. By employing the grounded
theoretical approach and the constant comparative method (Glaser & Strauss, 1967), |
not only developed insight aligned with the existing literatures and my initial
assumptions, but also made some unexpected discoveries. In what followed, | elucidated
my findings focused on the three core categories — the occurrence of new venture
delegation, psychological ownership in early delegation activities and effective versus

ineffective delegation.

The Occurrence of Delegation

Not just putting in the invitation letter but also telling my interviewees at the beginning
of the interviews, | made it explicit that this study focused on the delegation between
the founders and their first professional managers. However, my cross-case comparison
showed that all of the founder interviewees who initiated the business by teams, so did
their co-founders, started the interviews with how the venture team agreed to centralize
the highest authority of the company to one person, who became the founder-CEO of
the company. Put differently, they recognized the emergence of the “lead founder”
within the venture team as the very first delegation experience. It makes sense if we

view running a business as a task, because both economic and project management
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literatures support that only one person can ultimately be accountable for one task
(Dobrajska, Billinger, & Karim, 2015). Moreover, authority is zero-sum, which means the
“lead founder” has to take it from other venture team members. Hence, the earliest
delegation event in these start-ups occurred long before the first professional manager
was hired. Based on this important finding, | identified 17 delegation cases in the sample
companies, including three early failure cases within the venture teams and 14 ongoing

ones between the founders and their professional managers.

The First Critical Delegation Event: Delegation within the Venture Team

The first critical delegation event was to determine the “lead founder” within the
venture team. According to the founder interviewees, this experience wasn’t pleasant at
all. In company A, delegation became an issue immediately after the venture team was
formed. Since the venture team members had almost identical education background
and life experience and stepped into the entrepreneurial project at the same time, no

one was willing to give up the CEO position even if AF strove to lead.

“Delegation issues happened when we started the first company (the
entrepreneurial project). | was given everything that didn’t include software
development. That moved me into marketing, sales, costumer success and
support, and through that that | became a logical proxy of the CEO of the

company, but my title was VP of marketing. So, that is why that happened.” — AF

79



“...nobody wanted to really give (AF) the power to be the boss because he would
try to nail it as an ultimate control all over the company ...all of us thought that

we were smart enough and capable enough to be the CEQ.” — ACF1

Venture team members’ high individual psychological ownership made delegation
unachievable and caused a number of management problems. For example, AF reported
the lack of role clarity, work-related unhappiness, interpersonal confrontation, employee

demoralization and the stagnation of the project.

“When things weren’t going well, the stress increased, and that led me and
others into some very bad habits, moved me into the demanding side of trying to
manage with force and delegating without much concern for people’s wellbeing,
desires, and abilities...The co-founders and our very early employees started to

find kind of ways to lash back. So we carried a very unhealthy relationship there.

—AF

“It was kind of a matter of trying to push through it, which didn’t work, to be
honest. It wasn’t getting anything done. We were running into a lot of challenges
where the way that work was been handed out was leading people to resent it,
and to they in turn either do some very bare minimal solution that wasn’t really

in the best interest of the company.” — AF

When the project ended in failure, the team finally realized the importance of having a

powerful CEO or the “lead founder”.
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“We pivoted from the previous project to the current business, it was AF who
really said, we have to burn it down and start fresh, we have to take nothing for
granted and challenge all of our assumptions. At that point, everybody agreed,
because everybody knew it, everybody realized it, but he was the catalyst, the
one that made us take action, and by that point, by the end of that project, he

had really solidified himself as the leader in the organization.” — ACF1

“I realize now that it is better for me and for the company that | am not involved
in some of the other things (managerial tasks). | am actually probably not as
good at doing these things as other people are, so it is better that | am not on the

way.” — ACF2

In company C and D, the two venture teams were formed on relatively close ties and
operated effectively at the initial stage of the venture. They worked well as a team,
inspired each other for new ideas and built the prototype together, which created a
route to the feeling of a collective ownership (Pierce & Jussila, 2010). However, in this
case the collective ownership prevented the emergence of the “lead founder”. Although
CF and DF, as the idea originators, held higher individual psychological ownership over
the business, neither felt legitimate to mark and claim it as his/her personal territory
because the business was “ours”. At this point, the delegation within the venture team
failed because no one evolved to become the “lead founder”. Instead, the business was
run by the venture team on individual venture team member’s self-management and

inter-personal trust.
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Unfortunately, this delegation failure also caused management problems. CF didn’t
declare her authority and hesitated to intervene in the execution of other individuals out
of the thought that the business belonged to “us” rather than “me”. Consequently,
reporting lines remained ambiguous long after the first professional manager was hired

and the overlap in governance impeded CF from supervising early employees.

“Our (CF and CCF) ownership was quite equal, when it was just two of us,
decision making was simple and easy, we discussed through. As we added
employees, it became complicated because there was no formal decision-making

procedure.” — CF

To solve the problem, she had to stop sharing the CEO’ authority with CCF and re-
structured the company to formalize reporting lines. Although CCF was consistently
supportive to her, it still took her four months of time and extra employment expense to

establish the hierarchy.

“I was disappointed before, things didn’t get done, there was no accountability
and explanations. | don’t like to discipline people but they need to understand the
impact of their behavior on the company. It has been very challenging but at the
end of the day, business related items, structure of the company, even although
we (CF and CCF) have equal rights, | am the one to manage that, | am the one

that makes those major decisions for the company.” — CF
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Similarly, DF used to think that the ownership and responsibility were shared within the
venture team, but he soon encountered management problems caused by the loss of

control.

“I got into business with my ‘bros’ and forgot to set expectations about

performance, roles and authority ahead of time. | was so wrong.” — DF

According to him, the other two team members were not so accountable as he expected
and their performance was disappointing. To make things worse, they accused that DF
was not a qualified CEO and attempted to dissolve the company when the friendship
collapsed. Eventually, DF had to buy back their shares at a premium to save the

company.

“The problem at that time was that | delegated too much, thus lost the control
over the company...l always said that | am not the one and only owner of this
company. | used to believe that my co-founders who also owned it should be as
capable and accountable as | am, but in reality that was not the case...If | kept

them in the company, more issues would come up.” — DF

It is interesting that none of the venture team members said they chose to become an
entrepreneur for the purpose of managing people. Yet the feeling of ownership

mandated that they took on this role soon after the entrepreneurial journey began.

In these delegation cases, either extremely high individual psychological ownership or
the emergence of collective ownership in the early period of venture team life disturbed
the centralization of the highest authority of the company to the “lead founder”, and
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thus impeded new venture survival and development. More importantly, these first-time
entrepreneurs started to construct their knowledge and skills of delegation based on

early delegation failure and applied them to later delegation events.

The Second Critical Delegation Event: Delegation Between Founders and Professional

Managers

Delegation was not a new concept to the founder interviewees at the time of data
collection; many said they had experience of delegating and/or being delegated.
Moreover, all of the founder interviewees agreed that adding experienced people
enabled the new ventures to operate more effectively and, thereby, generated greater

returns.

“A lot of things | do...because | don’t have anyone else who’s got the cycles or the

desire to do it, not that | am in any way want to hold on to it.” — AF

“Everybody has their own ideas, my ideas are not always right, their ideas aren’t
always right, but many brains are better than one. BPM1 and | lay a high level
description of where we are trying to get to, but very much it’s a team driven
organization. The team is really coming up with how are we going to accomplish

whatever that strategy is, or whatever that direction is.” — BF

“I found it is easier for me to delegate to one person (CPM2) who has the
strength in managing multiple people. | would not be a good middle manager, I'd

better managing a big vision, roadmap and investors.” - CF
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“I know | am not capable to do everything. | need people to take responsibilities

from me." — DF

“I don’t have any problem with delegation, all | want is to make my business
successful. A team composed by professional managers can facilitate business

model pivot, clarify organizational goals, and improve projects implementation.

- EF

In practice, a wide range of important management tasks were delegated, including
sales, marketing, technology development, customer services, operations and public
relations. Most delegation activities were initiated by the founder interviewees in order
to improve the current operations or capture new opportunities. Even in company B
where BF was requested to give away the CEO position to BPM1 by the angel investor,

he believed that the new venture benefited from the delegation.

“I saw a natural fit for the CEO position...I saw a lot of value for him (BPM1) to

come on board.” - BF

Interestingly, | found that learning from the first critical delegation event exerted strong
influence on the following ones. For example, delegation failure within the venture team
reinforced DF’s determination to protect his venture by seizing the exclusive authority.
His increasing psychological ownership further induced his overconfidence with the
ability to act as the CEO of the company and the perceived importance to business

success.

85



“As the CEO of the company, | am the person to make final decisions. | told them
(professional managers) | am not a good CEO but the company won’t survive
without me, this is the reality in my company. It is up to them to join, stay or

leave.” — DF

According to his delegation philosophy, the transfer of task responsibility is unavoidable
when growth requires greater resources than what the founder possesses. In order to
secure the expected results from delegation, however, the founder has to closely
monitor the professional managers’ execution in a secret and indefinite probationary
period. Ongoing delegation cases in Company D manifested ineffective delegation,
meaning that “the delegated authority” was not really owned by the professional

managers.

“My delegation principle is ‘trust but verify’, and even after they are verified,
whenever | am not satisfied with their performance, | would take their autonomy
back...or take in better professional managers. It is impossible for me to really

relinquish power.” — DF

Conflict between DF and his professional managers happened when the professional
managers got provoked with the mismatch between the perceived and actual job-
related autonomy they had in the company. It turned fierce after the professional
managers were allowed to purchase company shares and entitled as “co-founders”.
Feeling legitimate to use the co-founder’s right to make important decisions for the

company, they started to criticize DF for being opportunistic and short-sighted and
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thereby, refused to buy into his vision. In the follow-up interview with DPM1, | was

informed that the company was dying due to talent outflow and financial strains.

“DF hasn’t realized that he is not qualified to act as the CEO of the company to
make important decisions regarding company vision and strategies. We haven’t
yet built any cutting-edge technology but he is not interested in investing in and
growing the company at all. All he is thinking about is how to liquidate his
company shares as soon as possible. To my knowledge, this is not how technology
start-ups succeed. Considering his contribution to the company, we think he
should step down as soon as possible and his shares should be diluted to
motivate current and future talents. Our investors have given up on him;
employees have lost faith in him. | quit, DPM2 is about to quit, so as many
engineers. The market is still promising, but the resources that the company

possesses are running out.” - DPM 1

To the contrary, both AF and CF learned how to delegate with control and actively
encouraged their professional managers’ autonomous activities. The ongoing delegation
cases in their companies, as well as delegation in company B and E, showed that
delegation realized role specialization, created focus, improved venture team'’s
psychological well-being and work-life balance, supported intrapreneurial initiatives and

boosted organizational performance.

“The company has operated substantially better after delegation. The role

specialization, the skill specialization, is substantially better in any of these groups

87



than | could imagine doing. Not to mention that trying to directly manage 18
people in, for the most part, very knowledge work autonomous roles, | wouldn't
see my own wife at all...I think for me at least it is more enjoyable, and | think for
my professional managers there is a more sense of ownership that they can have.
The guys | am delegating to are the people they are delegating to, so everyone in
the company know what they are owning... ACF2 is happy to be off in
development land, building products makes them very happy, ACF1 is the COO of

the company and he’s very happy there too.” — AF

“(BF) and | have a very complementary but different skills sets and different
perspective sometimes so that is really good but we have a good mutual respect.
So, we generally...I will defer to him when it comes to a technical or strategic
decision. He will differ to me when it comes to maybe some of the higher-level

finance or partnership decisions.” — BPM1

“I started on as a project management role...and the autonomy allowed me to
shift my attention a little bit to see if there was something else that might be
interesting and profitable, and it (a new business initiative) just happened to

work out that way.” — BPM5

“When | delegate, | am able to do my job better, and | am still watching the sales
coming, they haven’t slowed down, so | know its working...The company is

growing 10-15% every month, which is fantastic!” — CF
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“I believe I could get full autonomy as | keep seeking opportunities and get to

know the business and industry better.” — CPM2

“My professional managers are top experts in the technology industry. We
completed product development and obtained US patent. As a high-tech start-up,

we are also funded by Canadian government.” — EF

Moreover, delegation not only fostered local learning and the use of expert knowledge,

but also increased employee loyalty, sense of belongingness, motivation, teamwork

attitude and job satisfaction, all of which ultimately contributed to the growth of the

company.

“The delegation process is highly effective here, it works very well, the way that
things are being run works extremely well. | think everybody really trust (AF) and
really believes in the vision, and that's why we are going to be successful, it's like
people believe in what we are doing, and | strongly believe in how they are
delegating and...people having enough autonomy is working extremely well.” —

APM2

“It (the role) was the right level of kind of responsibility for me. It was a really
good fit for my past experience where | had worked with costumer support in
terms of solving problems, but also in implementation and getting stuff built.” —

APM3

“Mly role here, and everyone's role here, is more flexible than just being called as
an employee to some extent, and more like part of a team...Everything changes
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so quickly, who knows what will happen next week. The company allows for that,
which is nice. | think having autonomy and flexibility makes people happier in
some sense, because they don’t feel stuck in a certain role or in a certain
environment or whatever...They also motivate people to do more than their

current work scopes.” — BPM5

“I've made obvious and stupid mistakes, like when | started this department | lost
like a few thousand dollars in an hour once. And | was like, ‘Oh, that's bad, |
shouldn't have done that’. But | was learning that you shouldn't lose money like
that. | mean there is a lot of risk | think involved in a lot of the things we do, like |
could have lost not just a few thousand dollars if | didn't turn that off, | could
have literally lost hundreds of thousands of dollars over the course of the
weekend. So, that can happen and | think with experience you get to know BF and
BPM1, learn what are the problems, how do people do and assess that type of

things and manage them.” — BPM5

“As a team, we do everything we possibly can to move things forward, to
succeed, to see results, to have things be positive, and to work the best we can...!
don’t want another job, | want to work here, for CF and CCF, doing what | am

doing, because | love it.” — CPM1 (got emotional and cried)

“I received part of ownership and a lot of autonomy from EF, | am motivated and
feel that | am responsible for the success of the company...For sure | am

psychologically attached to the company.” — EPM
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Influence of External Significant Others

External significant others started to make an impact from the second critical delegation
point. That is, after employees were hired, angel investors, incubator managers and
business mentors started to care and tried to add value to the company by offering

consistent mentoring to improve the founding entrepreneurs’ delegation skills.

“I spend a lot of time coaching and teaching AF about delegation. For small
companies, delegation is essential because you don't have a lot of resources, you
have to move quickly and if you wait for all the information to be accumulated to
the top, and then directed down, it takes to long. For us (investors), a successful
investing is all about building structure in the hierarchy in which employees feel
connected, feel respected, can make decisions quickly on their own without being
punished and they can work ten times harder. The leader's job is to show the
goal, paint the picture of the goal and not dictate individual behaviors. That is

something | deliberately set in the culture of my portfolio companies.” — VC

“Entrepreneurs must delegate in order to grow the business. | didn’t pay
attention to CF’s delegation activities when the company was just she and CCF. A
lot of advisors in our network is now coaching her on delegation and decision-

making.” — IM1

It was important to note that few seemed to consider the context of each delegation

event and thus exerted substantial pressure on the founding entrepreneurs.
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“I never invest in single entrepreneurs, because | don’t think they are good team

players and delegators.” — IM2

Ineffective Versus Effective Delegation

As described earlier in the chapter, delegation led to conflicting results in this study. |
further explored how the founder interviewees delegated to get a better understanding
of it. Delegation in company D manifested ineffective delegation, meaning that “the
delegated authority” was not really owned by the professional managers. Instead, the
founder held ultimate authority, used it to renege on delegation and overturn decisions
made by the professional managers, and threatened to fire them if they dared not to

obey his commands.

In contrast, effective delegation was clearly identified in company B and E. EF, as an
experienced delegator, defined delegation as the transfer of not only task
responsibilities, but also execution autonomy from him to his professional managers.
Although BF didn’t have any managerial experience prior to the current business, he was
coached by BPM1, who is an experienced delegator, and delegated in the similar way.
The delegation practice in these companies showed that effective delegation required
that founders to delegate without reservation; it also required founders not to intervene
when the professional managers exercised the authority that had been delegated to

them.
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“When you assign a person in the position, he/she have been authorized to make
decisions. The key is to put the right person in the right place and trust them

without a shadow of doubt.” - EF

“They are given a series of high level tasks that has been delegated, and they
have the autonomy to sort of execute it as they see fit, but because they have
autonomy there needs to be that open communication back up to the higher
level, just making sure that things are going well, and if things aren't going well,
reporting in on that, offering alternative solutions to get things back on track." —

BF

“I told them (BF and BPM2) that we need to establish what our core values are;
they didn't have any experience doing that. | said, we have to decide on these a
few things so that everybody in the company are working on the same
perspective when we grow. So, how do they make decisions? If they know these
things, they will make good decisions. That was something that | implemented
when | first join the company...We delegate responsibility and employees have
the autonomy to go and do stuff. Everyone agree with the collective culture and

follow the culture to delegate.” — BPM1

Through effective delegation, the professional managers were supported to understand
the entrepreneurial contexts, integrate into the start-up team, cultivate a shared vision
and ownership, and eventually increased organizational capacity with collective effort. In

company B and E, the professional managers had a huge amount of freedom to
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participate in high-level decision-making discussions, test new ideas within the company

and try different roles before figuring out where they could contribute the most.

“Really it is up to individuals to set their goals and set their targets. BF and | never
called them subordinates but the entire team, we are there, we work for all of
these people. | am really excited about building a great team and growing it and

being successful and driving value for the shareholders.” — BPM 1

“It's very much the team finding how to get there and paving their own path to
get there, really the team is empowered to make many decisions themselves. |
think that's one thing that our people, at least in the beginning, was very
challenged with, because it was a very much thrown at the deep end sort of find
your own way around. But now, as the team has grown, there is a lot more of
support to that structure, and so people coming in there are still thrown into the
deep end but they have life rafts with them, they have life savers, they are not on

their own.” — BF

“One of my major tasks is to make everyone believe that he/she contributes to
part of the success of the company through delegating. Worker mentality doesn’t
fit the start-up environment because | need their passion, which is driven by the
feeling of ownership. | definitely prefer to have a great team rather than a great
idea. It is because no matter how great the idea is, it has to be pivoted due to the

fast-changing market and technology advancement.” — EF

Novice Delegators’ “Ongoing Growth Pain”
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During the interviews, a deviation was captured between novice delegators’ attitudes
towards delegation and their actual delegation practices, illustrating a significant tension
between the propensity to delegate in order to grow the business and the resistance to
let go of control. To be specific, AF adopted a hands-off approach to delegate but wished

to just give direct orders; CF had difficulties to provide a certain definition of delegation.

“We play it much more on like go further, go as far as you think you should, and if
it's too far we will tell you, but don't stay back, don't do less, don't think that you
have less power than you do, because that just leads to a lot of questions and a
lot of time of me being spent on clarifying, when in reality most of the decisions
we are making, the damage that they are going to cause is very low, it's fine, we

will live.” — Delegation in company A according to AF

“If I can ask someone to do something and that process is as streamlined as

possible, to me that's ideal.” — AF’s desirable way to delegate

“Delegation is something new to me, | had to learn how to delegate. | guess it is
goal-oriented, here is what needs to be achieved, in this timeframe, and this is
the tool kit, even if it is something simple, that’s probably the best way | can do...I
am learning how to use my team, probably | should try to be more direct, say
‘just do this please’. | am not your best friend, | am your boss.” — CF’s

contradictory understanding of delegation

When | tried to understand the psychological reasons behind this tension by asking all of

the founder interviewees whether they felt uncomfortable or not in delegation, their
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responses were quite interesting. DF said that he didn’t have any uncomfortable feeling
because “everything is under my control because CEO owns all the decision-making
authority in the company”. EF looked very confused, required me to rephrase the
guestion to help him understand and even asked back “why would | feel uncomfortable
after delegating?” In contrast, AF and CF nodded right away, admitting that delegation
was an “ongoing growth pain”. To these novice delegators, delegating authority was
difficult, uncomfortable and even scary because they had to let go of control. Control,
according to Rudmin and Berry (1987), is a core feature of psychological ownership.
Owning and exercising control create and maintain psychological ownership (Etzioni,
1991; Furby, 1980). Transferring control to others, to the contrary, triggers the negative
side of possessiveness including the feeling of losing a part of the individual’s sense of
self, anxiety and territorial behaviors (Brown et al., 2005). In this study, all of these
consequences were reported by the novice delegators who have high individual
psychological ownership but poor delegation knowledge and skills to handle their

mental stress in delegation.

“I don’t have a complete ownership of the company...I didn’t feel comfortable
with it...I think when it comes to my job, the hardest part has always been for me
has been managing the psychological ownership, managing the stress, or
whatever else comes with it. So, normally, as we scale up, | get uneasy, | need
territory, then | get comfort with it just in time to scale up again, and get a little

uneasy..." — AF
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“Initially | did feel the loss of control after delegating...It was scary, it was totally
scary to let it go when you are the one that has done so much and so long;
sometime | also feel that a piece of me has gone after delegating, but | know
delegation is inevitable. | need to understand how to control that, have not to
take it personally. What they are doing is for the best of the company, for the

vision. They are following the roadmap and my direction.” — CF

BF seemed to have passed through the struggle and had no difficulty with delegation at
the time of interview. Yet, he recalled some similar feelings when he took BPM1 and

BPM2 as co-founders.

“My previous companies that I've seen success grow and have sold, | realized the
value, it was always just myself. So | was sort of dependent on myself, and in this
new structure...l think at the beginning, | was probably reluctant to work in a co-
founder setting...it's my vision and it's my direction...! did care on what others
think but | didn’t want them to interrupt...but | had to learn, as I'm sure did the
others to a degree, that you need to make compromises and you need to have

those healthy discussions and debates, because you are all partners.” — BF

Unnecessary Mental Stress

It is understandable that the founders cannot let go easily, since they feel ultimate
responsibility for the success of the company. There are also legal requirements for
reporting to outside shareholders, to financiers, and to other stakeholders. Prior studies

indicate that high psychological ownership impels individuals to claim and protect their
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territories (Brown & Robinson, 2011; Brown et al., 2005). In this study, | not only
observed DF’s resistance to delegate, but also witnessed AF and CF’s struggles when
they had to share control with others. However, these conflicts and mental stress might
be unnecessary and avoidable. The co-founder interviewees figured out that they were
not interested in and/or confident with taking on the full responsibility for business
success soon after initiating the business, particularly when encountering managerial

challenges.

“l am a generalist, I'm really not good at doing stuff, and being a COO, or CEQ, is

very much being a specialist.” — ACF1

“I like my specialization. | don't actually like some of the other stuff so in a way |

am a little happy to delegate some of the other parts of the company.” — ACF2

“It was an easy decision (to let CF lead). Our role specialization grew organically, |

am happy with my role, the CEO position is not what | want.” — CCF

Similarly, except for those in company D where delegation was not effective,
professional managers in this study respected the founders’ ownership over the
company. In company B and E where ownership was shared and leadership had been
distributed, the professional managers knew clearly about their roles and autonomy

boundaries.

“As CEO, | am the face of the company...I very much feel a sense of ownership, |
do own a part of the company, but not as much as BF does, because he does the

majority of the hard work on it. He and | have talked about that. We want him to
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eventually be able to run it and grow it pass where | could take it or maybe there
is someone else to come in and run it. We have been very open about that.” —

BPM1

“To be honest with you, they put me in the leadership team with founders but |
don’t feel | am also a founder; | am technically an employee. Even BF doesn’t see
it that way, | see it that way internally. | think it is because BF started in and has
put his personal money into the company, but I've never actually done that.” —

BPM3

“There was one point, BF left for a vacation for 2-3 weeks. | went and met every
employee to collect feedback on the company vision. | didn’t do it in the right way
because | forgot that BF was so attached to the idea of this business. That was
the one time I've ever seen his feeling was hurt. | realized that | didn’t know
where my role starts and ends. After that, | introduced ‘score card’ (a
management tool) to define and clarify each leadership team member’s role.” —

BPM3

“I don't think that I'm qualify enough to make the final decisions. I think | work

better at a collaborative level.” — BPM4

“It is EF to make important decisions and | am fine with it. | can’t say my ideas are
better than his, because each has its own pros and cons and we are going

through something we never experienced before.” — EPM
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Particularly, in company A and C where the founders were developing delegation
knowledge and skills, their professional managers were thoughtful and tolerant to
occasional territorial behaviors such as direct orders, interventions, idea override and

selective neglect.

“Whether AF wants to focus my team on more cross departmental things or
keeps us on our core marketing and demand gen projects, I'm fine either way as
long as I can still maintain that level of autonomy and can move projects
forward....I think we are about five months right now of me in this new role, so
there is still so much to explore with this current work structure of autonomy and
budget management, that | wouldn't evoke to step outside that for another year.”

- APM1

“I think AF really wants to give the impression that he is the CEO and that he
really knows where he is at or what he is doing...When | was his age | wouldn't
have even been this close to where he is at right now, so | do respect him and
would love to help him. When he asks me for my advice | gave it to him, but if he
doesn't ask me | am not going to be...you know, I've said to him a couple of times,
‘look man, you need to really think about this’, and then I leave it, | am not going

to nag him.” — APM2

“She (CF) gives me a lot of responsibility but take some decision-making power
back, but | understand her uneasiness of ‘can she do it the way | do it?), and |

know it would change over time. | need to be patient, and that’s for the well-
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being of myself, her and the whole company, | need to show results and she feel

more comfortable.” — CPM1

The Use of Interactive and Diagnostic Control Systems

One of the initial assumptions was that trust might help reduce the founder’s mental
stress in early delegation, thus | explored the role of trust during the interviews. To my
surprise, my assumption was not supported by the interview data. At the first glance,
novice delegators’ resistances to delegate seemed to come from the lack of trust on the
professional managers’ ability to execute or the ability to deliver results. However, it
didn’t make sense because most professional managers were hired by the founders
through direct/indirect networking, which indicated that their competences were
endorsed by people they trusted at the point of entry. Even though CPM2 was hired
through public recruitment, CF said that “I trusted him when | hired him.” Hence, |
explored deeper and found it was from the fear to accept flexibility on execution. In
other words, when tasks were carried out in an uncontrolled way, for example, different

from the past or out of sight, the founders started to panic for the uncertain results.

“What is it that | keep thinking about? What is it that | keep being worried about?
Is it that | do not trust the person who is doing it? No, ok, that’s not the problem.
Is it the results are not going good? No, the results are actually ok. Normally it is
because | have too many questions about what is happening. It is just lack of

visibility, normally my biggest stressor.” — AF
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Therefore, these novice delegators needed visibility received from task performance to

reduce the stress.

“It (obtaining visibility) is just a nice way to calm me down, so | can be ‘Ok, good,

it is happening, and | don't need to bother, move on’”. — AF

“I set top-level goals to CPM2 and he reports back to me. | check in with him and

he tells me how things are going and what is happening.” — CF

BF seemed not to be aware of his need of visibility during the interview, but BPM1

reported that he indeed often engaged in obtaining visibility.

“He (BF) always wants to know what is going on, although they (employees) are
authorized to do things in different ways and they have been delegated

responsibilities.” — BPM 1

It was important to note that such visibility was distinct from managerial oversight, since
the obtaining visibility still allowed variances in means and outcomes in decision making,
but managerial oversight has to do with control over decisions and execution (Burns &
Stalker, 1961; Ouchi, 1977). Indeed, none of my sample companies in this study was
structurally and/or culturally bureaucratic, since these start-ups must be agile to the
fast-changing business environment. However, the ambiguous boundary across positions
led to a lack of visibility. To solve the dilemma, some founder interviewees introduced
control systems into their companies. These control systems were distinct from decision-

making support or information systems, because they were used by the founders to
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monitor the professional managers’ behavior and goal congruence, rather than support

their own decision-making activities.

In company A, for example, interactive and diagnostic control systems were built into
daily activities and operational processes, including reporting dashboards, consistent
meetings, key performance indicators (KPIs) and project management applications such
as SLACK. These control systems were also more or less adopted for the same purpose
by other founder interviewees except for DF, who didn’t really bear the mental stress of
delegating authority. The use of these systems improved founder visibility and, thus ease
their stress. However, implementing these systems increased operations cost and might

signal founder territoriality, which occasionally demotivated the professional managers.

“The way | have tried to make myself comfortable is typically around
implementing systems. The simplest system is just a consistent meeting structure.
I am not a massive fan of meetings, but these work...other systems are just
around the idea of KPI...our reporting dashboards, sometimes it is very easy for
me to just pull up a screen, and for whatever reason | am having a moment, | can
just look at these dashboards and say ‘nothing is on fire’, or that thing that is on
fire is being dealt with, | know who is taking care of that. We use so many digital
tools, most of these data is very easy to report up into aggregate areas. It is
making that it easier to get visibility for me and when having one of those
moments and it is just a nice way to calm me down, so | can be ‘Ok, good, it is

happening, and | don't need to bother, move on’”. — AF
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The Use of Belief and Boundary Control Systems

All of the founder interviewees in this study knew clearly what should not be delegate.
Entrepreneurship provides individuals with the freedom to pursue their own goals,
dreams, and desires in venture creation and growth. Hence, entrepreneurial activities
are infused with meaning because they are an expression of an individual’s identity (e.g.,
Cardon et al., 2005; Hoang & Gimeno, 2010; Rouse, 2016; Shepherd & Haynie, 2009). It
was not a surprise that no one delegated any professional manager the right to

determine what was the company vision or direction, and how to get there.

"(The company vision) it's my personal vision for how I think this problem in the
industry gets tackled...l wouldn't delegate someone else's ability to tell me what
the vision is. But no, it definitely would change to a point where | don't agree and

then, unfortunately at that point | got to go.” — AF

“I would never put that on somebody else's shoulders to determine the areas of
business we will enter in. We (BF and BPM1) have a very good division of work.
He handles a lot of the investor relationships whereas | focus on the team, what
are the goals and how are we getting there...That's very much driven through
myself and | would never delegate that. To me it's the essence of having a stable

foundation.” — BF

“Especially given the relationship between CF and CCF in this company, CF is and

has to be territorial on the company vision and goals, because CCF has a very
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strong personality. | feel like if she doesn’t, CCF would lead the company to

somewhere else.” — CPM1

“CF is very territorial when it comes to the vision and where the company is

going.” — CPM2

“It is me to decide what is the company direction and whether or not to accept
outside investment...as these decisions affect my economic self-interests, not the

company’s.” - DF

“I think we must be open-minded and embrace challenges from others.
Ultimately | have right to veto any of the board’s proposals, so the direction | set

won’t be changed.” — EF

Interestingly, EF, as an experienced delegator, also deliberately held on to the decision-
making rights on financing and hiring to further secure his control over the company

direction.

“A company is like a ship. The CEO of the company is the steersman who sets
goals and develops strategies; while the control over financing and hiring secure

the ship to sail to the anticipated direction.” - EF

On one hand, in company B and E for example, controls were built into organizational
cultures not just to guard against the possibilities that professional managers would

engage in agency problems, but also to convince them to follow the founders’ leadership
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and, thus, optimized the utilization of their expert knowledge. These belief control

systems included consistent social events and culture education.

“When we constituted the merger of the company, we spent a lot of time working
on the core values. | guess that makes up our culture not just the culture itself,
but how we operate as a company...Under the culture, teams are empowered to
make many decisions themselves, so | don't need to be looking over their
shoulders, nor does BPM1, for what they are doing and what they are spending
money on. That’s why | would never delegate vision and strategy and BPM 1

would never delegate culture.” — BF

“We decide the vision and strategy then delegate under our culture, giving them
autonomy, responsibility, accountability for keeping that stuff going....All of the
employees agree with the culture, they follow the culture to do things, they are

responsible for it and they get a lot out of it.” — BPM1

“I think | need to make not just executives, but also every employee to believe
that they are part of the company. Ultimately, | need to implant my thought and
my vision into their minds and hearts. Culture building is my highest priority and |

do it all by myself.” - EF

On the other hand, boundary control systems seemed not to formally exist in these new

ventures, for the purpose not to limit employee entrepreneurial initiatives.
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“...we call it (part of our culture) "draw the dinosaur" but it really means just do
it...if you have an idea you should try it or if you see something missing you figure

itout...” — BF

“I use rewards/punishments tools to manage employee behavior, instead of

formal boundary control systems.” - EF

All of the individual professional managers in this study had clear personal goals to
achieve in the current position and company. To be specific, three (APM3, BPM2, CPM3)
expected stable employment; five (APM2, BPM1, BPM5, DPM2, EPM) joined the
company for personal financial success; two (APM1, BPM4) enjoyed the managerial
positions, one (BPM3) sought career success and three (CPM1, CPM2, DPM1) were
interested in achieving entrepreneurial success. It seemed important for founders to
take the career expectations of their professional managers into consideration in
delegation, since problems rise when those were at variance with the company vision
and final goals and, thereby, caused agency problems that might impede the results of

delegation.

Business model pivot was observed to cause talent disengagement. For example, BPM4

lost her passion when she no longer managed the sales team.

“Last year the company decided to go to a different direction, in that case there is
not real need for a manager...BF hired me to sale but told me ‘you can manage’. |
didn't do this job to be a sales person, | would stay at my last job if | knew.” —

BPM4 explained her resignation
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Conflicting vision was also identified to cause agency problems and even hostility. This
was particularly obvious in company D where the founders seldom communicated the
company vision openly, invited the professional managers to participate in high-level

decision-making meetings or took their suggestions seriously.

“The current company vision is absolutely my vision. However, if it became the
vision | don’t agree, | don’t think | will work here.” — CPM1 discussed the

importance of vision.

“You can put some emotion into your work, but then you also have to be realist
and realize that you still have your core identity and the company is its own
entity, right? So don't blur those two, even though that is very easy to...| found a
stronger opportunity to grow my career.” — APM1 told me in the follow-up

interview that he was no longer with company A

“DF doesn’t have any product vision or long-term plan; he doesn’t even enjoy
being an entrepreneur. The only thing he cares about is his personal financial
goals. | didn’t know him well so | didn’t realize that early enough. DPM2 and |
joined to build a great company. Why should us take on the accountability for

DF’s goal?” — DPM1 explained his resignation in the follow-up interview

In contrast, what was impressive in the interviews was the power of the aligned
company visions. | found two cases which indicated that a professional manager would

never act as the proxy of the founder until his/her personal goal was aligned with the
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company vision. Only after reaching that point, the professional manager would be

willing to sacrifice their own benefit for the best of the company.

“Even though | have tons of autonomy, | occasionally feel uncomfortable with
that because | want to know if my decision is tied to everything. For the most part
| bring it back to BF and other executives, this is what | think, here is what my
suggestion is and | want you to know what the facts are...If | made a decision and
it was not in line with the company vision...Let’s say there are two decisions to be
made, one of them, as an employee, would really benefit me, there is anther one
that would really benefit the company, even though | don’t get much out of it, |
will still choose this one. | really do want the best for the company, | want the
best for the team. On the other hand, | also have no problem to say no when they
made bad decisions. | want to make sure that | am not just taking that autonomy

and not connecting it with other pieces.” — BPM3

“I've been offered a couple of positions as | have been here but | haven’t taken
anything, because | see the opportunity in the company and how | do to make a
difference to change it to be successful...That is because | share the same vision
with the founding team. | have vision meetings with CF and CCF maybe once a
month to discuss the vision of the company, where we see the company is going,
just three of us. | even invested my own money in the company, so | am tied to the

success of this company.” — CPM?2

Conclusion
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The three core categories that | had described in the chapter not only provided a
description of the participants’ delegation experiences and the contexts, but also
illustrated the emerging theory behind the unique delegation events in new ventures. In
the following chapter, | discussed the implication of this study for theory and industry,
and further explored the link to the existing literatures on new venture growth,
psychological ownership and territoriality, delegation, management control systems,

agency/stewardship theory and entrepreneurial leadership.

110



Chapter 5: Discussion and Implications

My dissertation research was driven by a desire to understand how founding
entrepreneurs with high psychological ownership delegate authority when new venture
survival and growth require so. | designed this study, using a grounded theory approach
in the empirical context of to five growing technology start-ups, to empirically
investigate delegation issues from the founder interviewees’ perspective, and then to
discover what they did to resolve them (Schreiber, 2001). By so doing, | was able to fill
the gap of understanding of new venture delegation in a number of research domains,
namely founder delegation, new venture growth, psychological ownership and
territoriality, management control systems, agency/stewardship theory and
entrepreneurial leadership. In the following sections, | discussed the findings of this
study and considered them further in relation to previous research. Then, | explained
both the theoretical and the practical implications of this study. Finally, | ended with the

limitations of this study and directions | proposed for future research.

Part 1: Psychological Ownership in New Venture Delegation

New venture growth and psychological ownership literatures, as well as anecdotal
evidence | experienced and examined, imply that founders, driven by high psychological
ownership, may hold on to full supervisory control over the business and refuse to
delegate, thus create a growth barrier. This study is among the first to directly examine
the dynamics between founder’s psychological ownership and early delegation activities

that support new venture survival and growth. Empirically, my findings not only enrich
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and expand the theoretical arguments proposed in the existing literature on
psychological ownership in entrepreneurship (Arthurs & Busenitz, 2003; Townsend et al.,
2009), but also add to the extant knowledge of founder delegation (founder departure
and founder-CEO succession) developed by Daily and Dalton (1992), Willard et al. (1992),
Wasserman (2003, 2008) and other organizational scholars. In the following, | further

elaborate on my insights derived from the investigation.

Critical delegation events in new ventures

Research on early delegation has been close to nonexistent in the scholarship because
founder-CEO succession, which usually occurs in the late period of the organizational
life, is mistakenly regarded as the most critical delegation event. In deed, delegation
plays an influential role in the development of start-ups from the very beginning. My
findings suggest that a founder’s delegation journey may start from venture team
formation, passes through the relinquishment of a variety of functional powers to
professional managers and, eventually, ends with founder departure. More importantly,
| identify that the emergence of the “lead founder” within the venture team and
delegation between the founder and his/her first professional managers, as two critical
delegation events, may be crucial to new venture survival and growth. The key benefit of
the success of these early delegation activities includes not only role specialization, but
also the formation of decision-making and control mechanisms, which enable new
ventures to act promptly and efficiently under high uncertain conditions (e.g., Busenitz,
West, Shepherd, Nelson, Chandler, & Zacharakis, 2003). In addition, early delegation

experience may construct the founder’s knowledge and skills of delegation and, thus,
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have a powerful “imprinting” effect on later delegation events such as succession and
exit. This may be particularly significant to novice delegators who do not have much

managerial experience prior to entrepreneurship.

Founder’s psychological ownership

| argue that founder’s high psychological ownership may have both direct and indirect
influence on when and how to delegate. Founders with high individual psychological
ownership may engage in control-oriented territorial behavior instead of delegation and,
thus, deteriorate the businesses. This is consistent with Wasserman’s (2003, 2006)
findings from later delegation events that the founder may trade off financial gain for
control. Moreover, | find that high psychological ownership may create huge tension
between the founder’s resistance to relinquish power and his/her desire to grow the
business. Due to such tension, founders may bear heavy mental stress and create

occasional conflicts that impede the effectiveness of delegation.

| further argue that these conflicts and mental stress are unnecessary since territory
infringement may not actually happen. As self-determination theory implies, people
reject responsibility when they don’t feel intrinsically motivated (Ryan & Deci, 2000). In
this study, co-founders figured out that they were not interested in and/or confident
with taking on the full responsibility for business success soon after initiating the
business and turned to focus on their specializations. A few decided to stay out of the
company as passive shareholders; many chose to take on functional roles. Similarly, it is

very unlikely that professional managers intentionally arouse founders’ feeling of being
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infringed as long as delegation is effective. Except for those in company D where
delegation was not ineffective, professional managers in this study respected the
founders’ ownership over the company. When novice delegators engaged in territorial
behaviors occasionally, their professional managers showed great understanding,
tolerance and patience. These findings are in contrast to the extant knowledge of
psychological ownership and territoriality in a teamwork context which suggests that in a
high trust environment, people who observe or are affected by territorial behaviors may
feel upset, betrayed, or surprised because they did not expect such behaviors to occur
(Brown et al., 2014). Their findings may not apply to this study because the Brown et al.
study was done in teams of equal status whereas | was studying a definite hierarchy
between founders and professional managers. In addition, professional managers
generally have richer delegation experiences and more sophisticating people
management skills than ordinary employees have. Hence, they seldom act as passive
receptors in delegation. In this study, the professional managers had got used to perform
under hierarchical structures. In order to work efficiently, they made extra efforts to
reduce the founders’ feelings of being infringed (e.g., “l am supporter rather than an
invader into your territory”) and built their credibility in the assigned roles (e.g., “I can

do this job as great as you can”).

Collective ownership within the venture team

Pierce and Jussila (2010) define collective psychological ownership as “the collectively

held sense (feeling) that this target of ownership of that target (or a piece of that target)

nm

is collective ‘ours’”. According to this definition, when collective psychological ownership
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emerges, individuals in a team share a belief that the target belongs to the group. That
is, all members are owners and no one holds strong individual psychological ownership
over the target. However, Pierce and Jussila’s (2010) theory may not apply to a prevalent
situation in entrepreneurship under which an individual conceives an initial idea, creates
a vision for his/her firm and influence others to buy into his/her dream in order attract
employees and acquire necessary resources to advance it. 18 years ago, Ensley, Carland
and Carland (2000) empirically confirmed that within an entrepreneurial team, there
exists a lead entrepreneur who forms the first idea and holds significantly stronger
entrepreneurial vision and self-confidence than other team members. Interestingly, the
creativity literature also addresses that some self-focused people, driven by self-
distinctiveness and self-enhancement, may view co-creation as a means to improve their
ideas and obtain personal success (Rouse, 2018). However, how they seek help from
others in the team is yet unknown. Here | argue that the individual psychological
ownership of one team member in a venture team, most likely the idea originator, may
remain strong in the collaboration with other team members to turn the idea into
something valuable. In order to invite other team members to contribute, the idea
originator may strategically choose to sacrifice partial equity ownership, share control
with other team members and restrain him-/herself from engaging in territorial
behaviors. Eventually, a sense of collective ownership is fostered to enhance the

collaboration and team members’ investment in the team’s work.

As psychological ownership literature and research suggest, collective psychological

ownership is associated with both positive and negative organizational effects (Pierce,
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Jussila, & Cummings, 2009). However, the extant research exclusively emphasizes on its
bright side and, thus, little is known about the dark side of collective psychological
ownership. In this study, | discover that the emergence of collective psychological
ownership in the early period of venture team life may cause delegation failure within
the venture team by disturbing the centralization of the highest authority of the
company to the “lead founder”. The absence of the “lead founder” as the CEO of the
company may significantly complicate the decision-making process and impedes the
company to respond promptly to other growth challenges. In addition, it may bring in a
number of management problems, including increasing operational cost, ownership
conflict and sinking employee morale. Hence, | argue that it may be imperative for
someone to claim authority even in collective ownership environment such as the
venture team. Hmieleski and Ensley (2007) find that high level of venture team
members’ autonomous motivation and confidence may hinder firm performance under
certain conditions and propose that in dynamic industry environments, start-ups with
heterogeneous venture teams perform best when led by directive rather than
empowered leaders. Similarly, Kang, Solomon and Choi (2015) argue that founder’s
transactional leadership, meaning that leaders holds power and promote compliance of
their followers through both extrinsic rewards and punishments, is more effective in
start-ups than in large and mature organizations. My findings resonate with and
corroborate these studies and further provide explanations from the psychological

perspective.
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In addition, | argue that collective psychological ownership may be deemed to be fragile
because in entrepreneurial contexts that are full of risks and uncertainties, these
management problems are too much to afford. On the one hand, when the idea
originator realizes that the venture team is no longer reliable, it is often seen that he/she
stands out and takes on full accountability. This further affirms that the idea originator
may hold stronger individual psychological ownership than other venture team members
and the emergence of collective psychological ownership serve as the result of his/her
help seeking behaviors. On the other hand, the other venture team members either
choose to disconnect individual identity with the team’s or transfer it to functional roles.

Their psychological ownership over the venture may fade gradually.

Part 2: New Venture Delegation and Firm Performance

As discussed in the “Literature Review” chapter, some of the oldest, most important and
most difficult issues in organizational growth research involve when and how founders
delegate authority. Compared to its significance, however, research that directly
investigates founder delegation in new ventures and its relationship with firm
performance is disproportionately scant and narrowly focused. To be specific, the extant
delegation research either investigates manager delegation in established organizations
or focuses on entrepreneurial succession/exit. With only a handful of exceptions (e.g.,
Ardichvili, Harmon, Cardozo, Reynolds, & Williams, 1998), little has been done to
examine new venture delegation. To my knowledge, this is the first study to document
early delegation in new ventures and its influence on firm performance. My findings not

only portray a comprehensive look of new venture delegation, but also discover its
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impact on the development of decisions-making and control mechanisms that support
rapid growth by leveraging founder attention and providing the infrastructure to scale
up the business model. In the following sections, | present the findings regarding new
venture delegation and its relationship with firm performance, and discuss them further
in relation to previous research, namely founder delegation, new venture growth,
psychological ownership and territoriality, management control systems,

agency/stewardship theory and entrepreneurial leadership.

Since when delegation becomes a growth challenge?

| argue against the traditional knowledge in organizational growth and entrepreneurship
literatures that the founder’s fear and problems with delegation may have a detrimental
influence on growth only when the organization is maturing through professionalization.
To the contrary, as explained in part 1, delegation may play an influential role in the
development and performance of start-ups much earlier. When start-ups are founded by
teams rather than single entrepreneurs, delegation may occur within the venture team
and before any professional manager is hired. These findings are important to the
organizational growth literature, since they further empirically support the recent
argument that the predictable framework of organizational growth, in which growth is
viewed as a deterministic, unidirectional, linear and sequential path and an organization
has to overcome specific growth challenges to move from one stage to another, is no
longer relevant to organization (e.g., Levie & Lichtenstein, 2010; Phelps et al., 2007).
Instead, the conceptualization of firm growth through the notion of the absorptive

capacity/tipping points in the dynamic growth model proposed by Phelps and colleagues
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(2007) may be more reliable. According to it, as ventures grow, the founders encounter a
series of problems, which at critical or threshold level that they call “tipping points”, and
must develop the capability to find new knowledge suited to successfully addressed if
growth is to continue. With regard to delegation, in particular, this study showed that
the lack of the “lead founder” seemed to act as a tipping point challenge and founding

entrepreneurs had to learn how delegate in an effective way.

What determine the occurrence of new venture delegation?

Traditional knowledge of delegation in organizational growth and entrepreneurship
literatures focuses exclusively on single entrepreneurs and suggests that the occurrence
of delegation in start-ups depends on the founder’s recognition of the necessity of
delegation and his/her willingness to distribute power for growth. Over years, a lot of
attentions have been put on the linkage between entrepreneurs’ growth aspirations and
the growth their firms can realize (e.g., Baum & Locke, 2004; Box, White, & Barr, 1993;
Chandler & Hanks, 1994; Cliff, 1998; Wiklund, Davidsson, & Delmar, 2003). However, the
shortage of research that explores the psychological reasons behind entrepreneurs’
limited desire to grow the businesses, the difficulties they experience in early delegation
activities and their delegation strategies is surprising. More importantly, scholars tend to
apply the logic of manager delegation, holding the underlying assumption that the
delegator’s act is constrained by the established organizational structures and norms, in
their investigation of new venture delegation. As a consequence, most examine the
phenomenon at the interpersonal level only. Whereas, the application of the logic of

manager delegation in new venture delegation is problematic, since it is very likely that
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founders have great freedom to create the decision-making and control mechanisms of

the new venture in favor of their ways to delegate (or not to).

Not until recently, Foss et al.’s (2007) propose a theory of delegation in entrepreneurship
based on the judgment-based view of entrepreneurship, which builds on Knight'’s idea of
entrepreneurship as judgmental decision-making under uncertainty (Knight, 1921). In
their theoretical framework, entrepreneurs empower employees to act as "proxy
entrepreneurs". Delegation does no fatal harm to business owners because the decision
rights transferred from owners to their employees are controlled - owners not only
obtain the ultimate rights to hire and fire employees, but also can design specific control
systems to monitor employees’ execution. Although scholars have made progress by
considering the phenomenon at multiple levels, this framework is established on the
assumption that entrepreneurs are capable and willing to make “rational” judgment
regarding delegation to maximize their financial gains, which has been proved not
always true. A classic example is that Wasserman (2003, 2008) find that some
entrepreneurs trade off financial gain versus decision-making control over their

ventures.

Although prior research contributes to the development of our understanding of new
venture delegation, we still lack conclusive and detailed knowledge about what
determine its occurrence. In this study, | carefully examine the early delegation activities
in growing start-ups and identify a set of contingent factors at multiple levels of the
venture that tend to influence the founder’s delegation of authority within the venture

team and to their first professional managers. These factors include founder’s reason to
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become an entrepreneur, venture team dynamics (if any), founder’s prior delegation and
ongoing experience, founder’s psychological ownership, the matching of required
knowledge/skills and professional managers’ expertise, nature of the task, the
development of decision-making and control systems, as well as the pressure from

external significant stakeholders.

Recent research has examined a few of these factors independently. For example,
research on venture team dynamics recognizes that the heterogeneity of the venture
team members and their collaboration can generate synergistic gains that improve new
venture performance (e.g., Colombo & Grilli, 2005; Ensley, Carland, & Carland, 1998;
Zimmerman & Zeitz, 2002) through the collective effort of a team of founders; while
suspicion, mistrust, friction, anger and tension within the venture team is negatively
related to firm performance (Ensley & Pearce, 2001; Vanaelst, Clarysse, Wright, Lockett,
Moray, & S'Jegers, 2006). Leadership scholars also note that an important reason of
founder’s reluctance to delegate is the absence of entrepreneurial peers or role models
with whom to observe the benefits of distributed leadership and to learn how to
delegate effectively in contexts very similar to their own (Kempster & Cope, 2010; Leitch,
McMullan, & Harrison, 2009; Robinson, 2006, 2007; Thorpe, Cope, Ram, & Pedler,
2009). Here | argue that typically, there may not just one single cause in any delegation
case in this study. Instead, a snowball effect is observed, meaning that one factor may
lead to subsequent factors. For example, delegation within the venture team not only

directly constructs a founder’s knowledge and skills of delegation, but also determine
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the emergence of formal decision-making procedures and, thus, indirectly affects

his/her way to delegate by either encouraging or limiting specific territorial behaviours.

Is delegation always beneficial?

A strong belief exists in a number of research domains, including organizational growth,
entrepreneurship, organizational design and HRM, that delegation is always beneficial.
In addition, there is a trend promoted by entrepreneurship educators, shareholders and
business mentors, to attract external, independent people to run the business, thereby
contribute additional resources, expertise, oversight and a "big picture" perspective.
However, this study discovers conflicting results of delegation. Particularly, it reveals that
out of the founder’s overconfidence and overprotectiveness, delegation may become
ineffective and cause severe management problems that eventually threaten new
venture survival and growth. As this study showed, ineffective delegation in Company D
caused fierce conflicts between DF and his frustrated professional managers and led to

new venture failure, even though the company was playing in a promising market.

Several papers, most theoretical, have briefly discussed the cost of delegation but insist
that advantages outweigh disadvantages. Jensen and Meckling (1976, 1992) view
delegation as a trade-off between improving decision quality by utilizing an individual
employee’s expert knowledge and the manager’s loss of control over task execution that
potentially results in agency costs. For example, an employee may delay the execution of
a task, execute it to a reduced quality, or fail to complete it when the employee and

his/her manager’s goals are incongruent. However, Jensen et al. (1976, 1992) suggest,
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“ignoring agency problems, assigning decisions rights to individuals who have the
decision-relevant knowledge and abilities increases efficiency”. Similarly, Sliwka (2001)
points out the risk of low decision quality and increasing employee negotiation power in
delegation, but concludes that “...in a world where no performance-contingent contract
can be written, delegation may be the only way to motivate the agent to effort”. Taking a
micro-economic perspective, Foss, Foss and Klein (2007) argue that owners delegate
decision rights to employees to preserve entrepreneurship as companies grow. As it
happens, employees are likely to engage in destructive entrepreneurial activities in the
company. However, as non-owners, their activities are constrained by the firm’

organizational structure.

It perhaps is Stea and colleagues (2015) who first question the traditional knowledge
that delegation is always beneficial. In a theoretical work, they emphasize on the
credibility of delegation, meaning that “employees must trust that managers do not
renege on the delegated discretion in order to realize immediate gains from intensive
control or the routinizing and planning of employee activities”, and argue that
“organizations that want to foster value creation via delegation of discretion need to
take measures to make delegation credible.” Managerial intervention or even the
perception of being controlled, instead, demotivated employees and may cause serious
organizational harm. In addition, they point out that credible delegation is particularly
important for knowledge-intensive organizations operating in uncertain environments,
because it increases the organization’s responsiveness to fast-changing business

environments by reducing information transfer cost, and because knowledgeable
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employees are expected to perform tasks that are very sensitive to motivation. My
study, using technology start-ups as sample companies, expands Stea et al.’s (2015)
opinion in entrepreneurial contexts and corroborates their arguments by providing

empirical evidence.

Why some founding entrepreneurs can do a better job than their peers?

It was clearly seen in this study that some founder interviewees did a better job in early
delegation than others. Through the cross-case comparison, several differences in their

delegation practices were captured. Below | explain them in details.

First, | argue that delegation success is more likely to achieve when the task to delegate
is irrelevant to company vision and strategic planning. That is, founders should set clear
boundary of employee autonomy, since irreconcilable conflict that causes delegation
failure is highly likely to occur when there are disagreements regarding company vision
and strategic planning in early delegation. According to my interview data, none of the
founder interviewees was willing to let others to determine what was the company
vision or direction and how to get there, although not everyone successfully persuaded
their employees to follow their leaderships. In company D, particularly, the founder
insisted in his direction when the professional managers attempted to participate in the
high-level decision discussion. Eventually, the frustrated professional managers had to
fight back and chose to quit. Ardichvili, Harmon, Cardozo, Reynolds and Williams (1998),
in their investigation of delegation timing and sequence in 576 US start-ups over a 10-

year period, find that strategic planning functions are the least likely to be delegated and

124



link the phenomenon with the founders’ interest in determining the future directions of
their businesses. | argue against it and suggest that it may not be founder’s interest, but
his/her high psychological ownership that stops the founder from delegation company

vision and strategic planning.

Second, | argue that founders with rich managerial experience prior to entrepreneurship
are more likely to succeed. Put differently, “leadership crisis” may not occur in start-ups
founded by experienced delegators since high psychological ownership doesn’t decrease
their psychological well-beings at work. Prior studies have indicated that some founder-
managed firms can perform as good as or even better than professionally managed firms
because of founder ability to relinquish some control of the firm (Willard et al., 1992;
Daily & Dalton, 1992). Not until recently, however, the psychological state of these
successful founders attracts academic attentions. Baron, Franklin and Hmieleski (2016)
find, in a survey of 2,000 founders in the United States, that surviving founding
entrepreneurs report moderate or even low level of stress. My study provides additional
empirical support to their argument. According to my interview data, EF, as an
experienced delegator, not only owned the power to delegate, but also held the right to
veto others' decisions at the board level. Maintaining a balanced top-down control and
bottom-up empowerment, he experienced significantly lower mental stress comparing
to other founder interviewees. More importantly, Baron and colleagues (2016) suggest
that the more founding entrepreneurs understand their capabilities and the source of
the stress, the better they can manage it. This finding supports my earlier argument that

early delegation activities may be particularly important for novice delegators, since
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what they learn from this experience exerts a long-term influence on them and their

ventures.

Third, the early adoption of control systems may increase the likelihood of delegation
success. | argue against the traditional knowledge that control systems are adopted
when the organization is moving through its growth stage to become mature. To the
contrary, some control systems were adopted early to improve founder’s delegation
experience in this study. It is interesting that according to life cycle theorists, the
implementation of control systems comes after the delegation between the founder and
professional managers is successful. For example, in Greiner’s (1972) 5-phase model, the
success of the “delegation” phase requires a decentralized organizational structure in
which managers with great delegated authority are motivated to expand and scale up
the business. A problem evolves since managers may emphasize too much on the needs
of their local units. To move forward to the “coordination” phase, the organization has to
install formal systems for top executives to supervise managers’ actions. Flamholtz
(1995) suggests that by the time an organization has reached $10 million in sales (it may
occur sooner or later), the sheer size of the organization requires informal processes to
be formalized and not until that time, senior executives don’t realize that the firm must
be transformed to a different type of organization. Similarly, Churchill and Lewis (1983)
note that after the owner delegates to others to improve the managerial effectiveness of
a fast growing and increasingly complex enterprise, he/she starts to develop the

sophistication of information, planning and control systems. However, in this study, |
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observed that some control systems, more advanced than basic operations management

tools, were adopted at very early developmental stages of the firm.

Consistent with life cycle literature, the literature on the emergence of control systems
in entrepreneurship suggests that formal control systems are implemented to improve
collaboration among organizational members (Davila, 2005; Davila & Foster, 2005, 2007;
Davila, Foster, & Li, 2009; Moores & Yuen, 2001), and thus facilitate venture growth and
professionalization. In this study, however, | found that some founders implemented
control systems into the organization not for such purpose. To be specific, | observed
that novice delegators like AF attempted to obtain adequate visibility over task execution
by using interactive and diagnostic control systems and, thus, improved their delegation
experience. The deeper and wider the control systems were adopted in the company,
the higher degree of the autonomy professional managers could obtain and the lower
level of the founder’s mental stress. It is important to note that the dramatically
decreasing cost of Internet-based technologies in recent year creates this new function

of control systems.

Experienced delegators like EF, in contrast, dedicated to implementing beliefs systems to
create an aligned vision. As | discussed earlier in part 2, efforts to explain the cost of
delegation use agency theory (e.g., Jensen & Meckling, 1976), which believes that there
is goal incongruence between the principle (entrepreneur) and the agent (professional
managers), as their theoretical foundation. However, in this study, goals between the
two were not incongruent in all of the cases. The importance of aligned visions can be

explained with stewardship theory, which defines “situations in which managers are not
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motivated by individual goals, but rather are stewards whose motives are aligned with
the objectives of their principals" (Davis, Schoorman, & Donaldson, 1997, p. 21).
According to it, professional managers can "turn off" self-interest when the
organizational and personal goals are aligned, thus their prevailing concern or interest is
the success of the venture and agency problems in delegation are mitigated. My findings
in company B and E support the above assumption and suggest stewardship theory as an
effective lens through which we can further probe the relationship between delegation

success and the implementation of control systems.

In addition, | argue that founders who have delegation coaches are more likely to
succeed. In this study, BPM1, who used to be a management coach, not only guided BF
to delegate in an effective way with his professional managers, but also assisted him to
establish an infrastructure that secured delegation success throughout the company. |
further argue that professional managers with rich people management experience may
not be viewed as passive receptors in delegation. Instead, they can act as the facilitators,
catalysts, role models or even coaches who may facilitate delegation success. Delegation
requires time and skills from founders to create a shared vision and empower employees
to achieve it, who at the same time have to resist the temptation to take back what they
give away. In technology start-ups, in particular, founders used to work independently as
scientists, engineers, coders and alike, the delegation journey to scale up their new
ventures may be paved with struggles and self-control endeavor. By utilizing their
sophisticating people management skills, mindful professional managers may bring

benign and productive delegation experience to founders and their new ventures.
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Theoretical Implications

Entrepreneurs have radically transformed the economy of the world (Timmons, 1999).
Stories about rapidly growing and high-performance start-ups encourage the creation of
more and more new ventures. For example, according to The 2017 Kauffman Index of
Startup Activity, roughly 540,000 Americans launch new businesses each month during
the year, keeping with an upward trend in recent years. Despite the popularity of

entrepreneurship, most of these start-ups fail.

Among all known reasons why start-ups fail, an unquestionably critical factor is
delegation. New venture growth and psychological ownership literatures, as well as
anecdotal evidence | experienced and examined, imply that founders, driven by high
psychological ownership, may hold on to full supervisory control over the business and
refuse to delegate, thus create a growth barrier. However, the existing delegation
research in entrepreneurship largely concentrates on later events in the organizational
life cycle such as founder departure or founder-CEO succession (e.g., Daily & Dalton,
1992; Rubenson & Gupta, 1996; Wasserman, 2003, 2008; Willard, Krueger, & Feeser,
1992). Moreover, the existing research focuses on single entrepreneurs; however, many
new ventures are created by teams and decisions around delegation of authority are

critical, even amongst the founding entrepreneurs within the venture team.

This study is among the first to directly examine early delegation activities that support
new venture survival and growth. It has the potential to make a number of significant

and multi-disciplinary contributions. First, it fills in the gap of knowledge in new venture
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growth literature, the school of dynamic growth models in particular, where empirical
evidence that addresses people management challenges at critical transition points is
rare and needed (Phelps et al., 2007), by elucidating the occurrence of new venture
delegation. Second, it contributes to psychological ownership and territoriality research
being one of the first of its kind to empirically explore psychological ownership over
dynamic objects like new ventures, as well as the impact of psychological ownership and
the territorial behavior associated with it on delegation in entrepreneurship. This study
extends our understanding of psychological ownership and territoriality and facilitates
future research on many important organizational phenomena related to psychological
issues in the entrepreneurial contexts. Third, it enriches founder delegation research by
expanding its focus onto the critical delegation events before entrepreneurial
succession/exit, since the experience that founders gain through early delegation
activities significantly influences their departure decisions, which is recognized as the
most critical event in most firms (Hofer & Charan, 1984; carroll, 1984). In addition, |
identify the application of the theories regarding management control systems, as well

as agency/stewardship theory, in early delegation in the context of entrepreneurship.

Methodologically, as well, this dissertation research exhibits a diligent effort to
conceptualize entrepreneurship from an experiential perspective (Morris et al., 2012)
and answer the call for qualitative research to investigate new areas in entrepreneurship

(Suddaby et al., 2015).

Practical Implications
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My study provides important implications for entrepreneurs, venture teams,
entrepreneurship educators, angel investors, incubators and business mentors. First,
according to my findings, founder’s high psychological ownership begins to exert an
impact on new venture survival and growth from as early as the time of venture team
creation. Founders need to not only know that new venture survival and growth requires
delegation, but also understand that maintaining a balanced feeling of psychological
ownership over their ventures is crucial to delegation success. More importantly, to
novice delegators, in particular, early delegation experience has an “imprinting” effect

on future delegation practice.

Second, my findings that contribute to the understanding of venture team dynamics can
enhance ventures’ chances of success. Founders should be aware that a collective
ownership within the venture team may delay the emergence of the “lead founder”, and
thus impedes entrepreneurial firm’s decision-making effectiveness and its

responsiveness to business environment.

To entrepreneurship educators, investors, incubators and business mentors, it is
important to acknowledge that delegation can not be always beneficial. In reality,
obtaining the benefits from effective delegation is contingent to a number of factors. In
mentoring programs, for example, they should be mindful of their power over founders,

as well as the contexts of delegation.

Limitations and Future Research
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This study has a few limitations. First, the findings of this study were primarily based on
interviewees’ retrospective self-reports only. Although such approach is widely used to
collect data in qualitative research, it is associated with possible hindsight bias and
attribution bias (Huber & Power, 1985). To enhance the data accuracy, | followed Huber
and Power’s (1985) suggestions by asking probing questions and conducting follow-up
interviews to make sure interviewees understood the questions and their answers were
complete. | also used information from other sources such as venture capitalists,
incubator offices, company websites and business journal reports for validating

interviewees’ narratives.

Second, as | argued earlier, delegation is more like a process than an event. However, the
findings of this study were extracted from cross-sectional rather than longitudinal data.
Therefore, it could not answer the questions regarding the dynamics in the process of
delegation, such as what need to be delegated at different phases of delegation, when
and where they are delegated, what are the main challenges at different phases and
how to overcome them, what are the the contingency factors associated with critical
delegation events and their interactions, how the founder of the new venture develops
his/her mastery of delegation, and what are the tactics that secure effective delegation.
A longitudinal study that follows founders during the development and
professionalization of the firm is necessary to examine the full dynamics in the process

of delegation.

Third, my sample only contains technology start-ups in which most of the venture team

members were not experienced entrepreneurs or delegators. Although the choice of this
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context suited my research purpose and the struggle of this type of founders was highly
representative, future studies on growth challenges need to evaluate whether

delegation is also painful to founders with sophisticating delegation skills or not.

Forth, given the specific sample size in this study and the research design which focuses
on the role of psychological ownership in early delegation practice, | was not able to
identify the impact of industrial, geographical, institutional and cultural factors on
delegation success (failure) in early stage ventures. Although the decision of delegation
is made by individual founders, the dynamics in the process and the consequences of
delegation are multi-level. In the future, scholars may conduct comparative studies with

larger samples to further build the links.

Also, psychological ownership researchers have only recently begun investigating the
mergence of collective ownership (e.g., Pierce & Jussila, 2010). Based on my initial
effort, more studies are needed to investigate its destructive power to entrepreneurial
decision making. In addition, it would be interesting to explore when and how the
demise of individual psychological ownership in collective team settings occurs. In
addition, the use of MCS to facilitate successful delegation in young firms is observed in
this study. To my knowledge, little has been done to investigate founders’ motive to
implement control systems, which is a critical design attribution of MCS. To enrich our
understanding of the emergence of MCS, future research needs to be done to explore its

reasons-for-adoption in new ventures by employing psychological theories.
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Appendix A: Informed Consent Forms

Letter of information for implied consent
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The purpose of this research is to understand the process of entrepreneurial delegation.
| hope my research findings will provide insight for understanding how firm founders
delegate effectively to their first professional managers for venture growth, and thus be

of reference value to current and future entrepreneurs.
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Participants Selection
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| have identified three groups of participants as the target of my research, and would like
to ask for your consent to be one of my respondents. The target participants include the
following groups: 1) founder-entrepreneurs and their co-founders (if any) in small- and
medium-sized technology entrepreneurial firms in several incubators that provide
incentives and services specifically to encourage entrepreneurial pursuits; 2) the first
one or a few professional managers (such as Chief Finance Officer, Chief Operating

Officer and Chief Executive Officer) in each firm; 3) external investors in the technology

sector.
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What is involved?
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Your involvement in the research process would be a face-to-face interview, which
should take around two hours with the investigator. | will ask you about your delegation
experience. With your permission, this interview will be recorded in an audio format so
that | can transcribe it and create an accurate record of your answers. As well, | plan to

take notes during the interview in order to have a complete record of the interaction.
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Voluntary Participation

Your participation in this research should be completely voluntary. You may withdraw

your participation at any time and | will exclude any information you have provided from
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my data set. Research findings will be used in an aggregated manner in academic papers

(for congress presentations, and for possible publication in academic journals) only.
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Anonymity

E

| will assure yours and your company’s anonymity in my report of research findings, and
protect any confidential data you might have disclosed to me during the interview

process but not wished to be reported.
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Confidentiality
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Your confidentiality and the confidentiality of the data will be protected by limited

access to raw data by the investigator who will take part in the interviewing process and
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data transcription. Raw data will be anonymized and aggregated before being presented

in research papers.
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Dissemination of Results
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It is anticipated that the results of this research will be shared with others in the
following ways: a summary report of key findings to participants; my dissertation; and

academic papers for journal publication.
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Disposal of Data
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All raw data collected will be stored electronically and controlled by the investigator.

Non-anonymous data will be destroyed five years after the close of this research project.

Py Btk chwt e 3 8 B R At A I R BRI AE AW FUITH 521K 5 R IR IHER -

174



Contact

PSS

You may contact Ms. Helena Zhu, for any issue related to this research. Her contact

information can be found at the beginning of this letter.
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In addition, you may verify the ethical approval of this research, or raise any concerns
you might have, by contacting the Human Research Ethics Office at the University of

Victoria (250-472-4545 or ethics@uvic.ca).
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By completing the interview, YOUR FREE AND INFORMED CONSENT IS IMPLIED and
indicates that you understand the above conditions of participation in this research and

that you have had the opportunity to have your questions answered by the investigator.
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Please retain a copy of this letter for your reference
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Appendix B: Invitation Letter

Invitation letter

BIEE

Dear Sir or Madam,
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I am a PhD candidate in the Faculty of Business at the University of Victoria, Canada. |
am writing to invite you to participate in a research investigation | am undertaking to
comprehend the process of entrepreneurial delegation. | hope my research findings will
provide insight for understanding how a founder delegates effectively to his/her first
professional managers for venture growth, and thus be of value to current and future

entrepreneurs.
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| have identified three groups of participants as the target of my research, and would like
to ask for your consent to be one of my respondents. The target participants include the
following groups: 1) founder-entrepreneurs and their co-founders (if any) in small- and
medium-sized technology entrepreneurial firms in several incubators that provide
incentives and services specifically to encourage entrepreneurial pursuits; 2) the first
one or a few professional managers (such as Chief Finance Officer, Chief Operating
Officer and Chief Executive Officer) in each firm; 3) external investors in the technology

sector.
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Your involvement in the research process would be a face-to-face interview, which
should take around two hours with me. | will ask you about your delegation experience.
With your permission, this interview will be recorded in an audio format so that | can
transcribe it and create an accurate record of your answers. As well, | plan to take notes

during the interview in order to have a complete record of the interaction.
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Participants in group 1 please permit me to read internal data related to delegation and
venture growth, and allow me to observe executive meetings as many as possible. By so
doing, | will be able to develop a deep understanding of the particular delegation model

in your organization.
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Your participation in this research is completely voluntary. Research findings will be used
in an aggregated manner in academic papers (for my dissertation, congress
presentations, and for possible publication in academic journals) only. | will insure your
and your company’s anonymity in my report of research findings, and protect any
confidential data you might have disclosed to us during the interview process but not

wished to be reported.
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If you are interested in participating in the interview and/ or have questions about the

research, please contact me at |
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Your initial content for the interview can be indicated through your email reply to my
invitation. | will present you with the consent form in person before the start of the

interview.
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| would like to express my great appreciation for your support in my research.
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Sincerely,

R,

Helena Zhu
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Appendix C: Semi-Structured Interview Guide

Part 1: Consent Notice:

By participating in this interview, YOUR INFORMED CONSENT IS IMPLIED and indicates

that you understand the above conditions of participation in this study and that you

have had the opportunity to have your questions answered by the investigator.

Part 2: Interview Guide:

Question list (founders):

1)

2)

3)

4)

5)

6)

Why did you choose to become an entrepreneur?

Could you please provide me a brief introduction of you and the other co-founders
(if any)? How did you know your co-founders? Has this collaboration changed your
relationships with them? If so, why?

Do you prefer to work alone or in a team?

Did you have any prior delegation experience (delegate to others or being
delegated)? If yes, please elaborate.

In order to have an overall view of your current entrepreneurial experience, could
you please introduce the development of your company in a chronological order
from business idea generation?

Do you think you (not at all, partially or entirely) own the business ideas and/or the

venture? Why?
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7) How and why the venture team selected you to be the CEO? Was there any conflict
during the selection? What did you do to get over it?

8) Could you please let me know your organizational structure? How it came into
being?

9) What is the decision-making procedure in your company? Are you involved in all
decisions? Is there any type of decisions you are not involved in? If so, why?

10) What is the organizational culture or team chemistry? How it came into being?

11) Has the company hired any manager/executive since the business started? Who
decided to hire? How did you feel about the idea of hiring from external?

12) Do you agree that delegation is imperative and beneficial? Why?

13) What is your definition of effective or successful delegation?

44} In order to have an overall view of the process of delegation, could you please tell
me your delegation with your core professional managers in details?

15) What have been and/or will be delegated to the professional managers? What you
don’t delegate? Why?

16) How did you know these professional managers? Has delegation changed your
relationships with them? If so, why?

17) Is delegation successful in your company? What are the biggest challenges to these
professional managers in doing their jobs?

18) What are the main challenges in the delegation process to you, and how did you get
over them? Tell me some cases to help me understand.

19) After delegating did you feel more or less control? Did delegating affect your
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connection to the company? After delegating did you know less info about the
company?

20) Do you use any management control tactics/tools to facilitate delegation? If so, what
are they and how do you use them?

21) How do you motivate managers/executives? Are you willing to offer them company
shares/voting rights that may affect your freedom to make important decisions?

22) Do you delegate in the same way to all of your managers, no matter they were
promoted from inside or hired from outside? If not, why?

23) Do you believe that your co-founders and employees share your vision for the
company? Yes or no, why?

24) Do they think they are also attached to the company?

25) How has the company been performing? After delegating, do you feel that your
company became more productive and pleasant to stay as an inter-dependent
workplace?

Question list (co-founders):

26) Could you please provide me a brief introduction of you and other venture team
members? How did you know the founder interviewee? Has this collaboration
changed your relationships with him/her? If so, why?

27) Did you have any prior delegation experience (delegate to others or being
delegated)? If yes, please elaborate.

28) In order to have an overall view of your current entrepreneurial experience, could

you please briefly introduce the development of the company in a chronological
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order from business idea generation?

29) Do you think you own or are attached to the business ideas and/or this company?

30) How and why the venture team selected the founder interviewee to be the CEQ?
Was there any conflict during the selection? What is your takeaway?

31) Does the venture team have a group identification? If not, why?

32) Could you please let me know your organizational structure? How it came into
being?

33) What is the decision-making procedure in your company? Are you involved in all
decisions? Is there any type of decisions you are not involved in? If so, why?

34) What is the organizational culture or team chemistry? How it came into being?

35) What is your definition of effective or successful delegation?

36)

37) Is delegation successful in your company? What are the biggest challenges the
professional managers face in terms of doing their jobs, according to your opinion?
Tell me some cases to help me understand.

38) Is the founder interviewee territorial? If so, does that affect firm performance?

39) How has the company been performing? After delegating, do you agree that the
company became more productive and pleasant to stay as an inter-dependent
workplace?

40) Under what circumstances would you consider leaving the company?

Question list (professional managers):

41) Could you please provide me a brief introduction of you, your education background
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and prior work experience?

42) Do you have any personal tie with the founder-CEO or any co-founder? Has this work
changed your relationships with him/her? If so, why?

43) Did you have any prior delegation experience (delegate to others or being
delegated)? If yes, please elaborate.

44) Why joined this company? What were the job description and your expectations on
the position/company before joining? Has anything changed?

45) What is the degree (1-7, none to very high) of autonomy you have in this company?
Please elaborate.

46) How's your performance so far? Do you think you can do better if being fully
delegated?

47) Do you think that the founder-CEO is good at delegation? Please explain.

48) What is effective or successful delegation, according to your opinion?

49) Do you agree that the delegation between you and the founder-CEO is effective?
Why/why not? Please elaborate.

50) What are the main challenges in the delegation process and how do you get over them?
Tell me some cases to help me understand. In particular, what did you/do you do to
obtain adequate delegation?

51) Are you aware that whether or not the founder-CEO delegates in the same way to all
of the managers, no matter they are promoted from inside or hired from outside? If
not, do you know why?

52) Is the founder-CEO territorial? Does it affect your work? Please elaborate.
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53) Do you think you are psychologically tied to this company? Is there any overlap
between company and your personal goal? Do you share the company vision with
the founder-CEO? Yes or no, why?

54) Under what circumstances would you consider leaving the company?

Question list (the investor and incubator managers):

55) Could you please provide me a brief introduction of you, your education background
and prior work experience?

56) How long have you been in the investment industry? What is your work?

57) What is your opinion on the importance of delegation to new ventures?

58) What would you do if a founding entrepreneur is unwilling to delegate?

59) How do you help the founder interviewees to delegate?
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Appendix D: Ethical approval certificates

Certificate of Approval

, o
| PRINCIPAL INVESTIGATOR: Honglan (Helena) Zhu ETHICS PROTOCOL NUMBER - 15-460
| Minimal Risk Review - Delegated
| UVic STATUS: Ph.D. Student
ORIGINAL APPROVAL DATE:  23-Dec-15
UVIC DEPARTRNI: BUS! APPROVED ON: 23-Dec-15
SUPERVISOR: Dr. Graham Brown APPROVAL EXPIRY DATE: 22-Dec-16

PROJECT TITLE Territoriality in Entrepreneurial Delegation

RESEARCH TEAM MEMBER  None

|

DECLARED PROJECT FUNDING: None
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éONDITlONS OF APPROVAL

This Certificate of Approval is valid for the above term provided there is no change in the protocol.

; Modifications
To make any changes to the approved research procedures in your study, please submit a "Request for Modification” form. You
must receive ethics approval before proceeding with your modified protocol.

Renewals

Your ethics approval must be current for the period during which you are recruiting participants or collecting data. To renew your
protocol, please submit a "Request for Renewal” form before the expiry date on your certificate. You will be sent an emailed
reminder prompting you to renew your protocol about six weeks before your expiry date.

Project Closures
When you have completed all data collection activities and will have no further contact with participants, please notify the Human
Research Ethics Board by submitting a "Notice of Project Completion” form.

Certification

This certifies that the UVic Human Research Ethics Board has examined this research protocol and concluded that, in all
respects, the proposed research meets the appropriate standards of ethics as outlined by the University of Victoria
Research Regulations Involving Human Participants.
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Associate Vice-President R h O {

Cenifvca;e Issued On: 23-Dec-15

187



Modification of an Approved Protocol

PRINCIPAL INVESTIGATOR: Honglan (Helena) Zhu FTHICS PROTOCOL VSR Bao
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protocol, please submit a "Request for Renewal" form before the expiry date on your certificate. You will be sent an emailed
reminder prompting you to renew your protocol about six weeks before your expiry date.

Project Closures
When you have completed all data collection activities and will have no further contact with participants, please notify the Human
Research Ethics Board by submitting a "Notice of Project Completion"” form.

Certification

This certifies that the UVic Human Research Ethics Board has examined this research protocol and concluded that, in all
respects, the proposed research meets the appropriate standards of ethics as outlined by the University of Victoria
Research Regulations Involving Human Participants.
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