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Abstract

As entrepreneurial firms grow, they face new challenges. One of the
most critical of these is the Founder’s Trap. This situation occurs
when the founder, despite initial success, struggles to adapt their
leadership style as the organization expands. Instead of delegating
tasks or planning for the future, the founder maintains full control,
which may eventually limit the company’s growth, reduce innovation,
and create internal conflict.

This study investigates how growing entrepreneurial firms deal with
the Founder’s Trap. The research follows a qualitative approach and is
considered applied in terms of its purpose. Semi-structured interviews
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were conducted with ten founders of successful entrepreneurial
companies based in Iran (Tehran and Isfahan). These firms came from
diverse industries, including tourism, education, technology, and
agriculture. All had at least five years of operation and had shown
significant growth in revenue and staff. The data collected from the
interviews were analyzed using thematic analysis.

The findings reveal that companies face this challenge in different
ways. Some were still trapped in centralized control. Others had
started the transition and were gradually building systems to reduce
their dependency on the founder. A few had already overcome the
challenge and had adopted more professional management practices.
Based on the analysis, five key strategies were identified that help
companies overcome the Founder’s Trap:

1. Founder’s Personal Growth and Mindset Shift:

Founders need to change their mindset from being highly involved in
day-to-day tasks to focusing on long-term leadership. They have to
develop their management skills, trust others more, and accept that
changes are necessary.

2. Succession Planning:

Preparing other people within the organization to take leadership roles
is a major factor in overcoming the trap. This includes training staff,
sharing responsibilities, and developing systems for knowledge
transfer.

3. A Dynamic Organizational Culture:

Companies with open, flexible, and team-oriented cultures are more
successful in reducing their dependence on a single person. Creating a
culture where employees feel involved, heard, and respected supports
better decision-making and adaptability.

4. Modern Organizational Structure:

Moving away from informal processes and personal control to a more
structured organization help firms scale. This includes defining clear
roles, setting up systems and procedures, and using modern tools such
as business analytics and management software.

5. Human Resource Development:
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Investing in people plays a central role. Hiring skilled employees,
encouraging collaboration, and creating a safe space for innovation
and feedback help these organizations grow stronger and more
independent from their founders.

The results show that there is no single solution to the Founder’s Trap.
Instead, firms must make changes in multiple areas at the same time.
When founders develop their leadership, delegate effectively, build
strong teams, and create a supportive organizational structure, they are
more likely to achieve long-term success..

Keywords: Founder's trap, entrepreneurial firms, organization life
cycle, growing organizations.

1. Introduction

Entrepreneurial businesses often start with the passion and vision of a
single founder. These individuals usually lead every part of the
business in the early stages, making decisions, solving problems, and
guiding growth. However, as the business becomes more complex, it
becomes harder for one person to manage everything. At this point, if
the founder does not change their role and leadership style, they may
unknowingly stop the company from growing. This is known as the
Founder’s Trap (Adizes, 2004).

Statistics show that around half of entrepreneurial firms fail within
their first five years. This high failure rate shows how difficult it is to
grow a business beyond the startup stage. As von Wobeser (2016) and
Hoang and Gimeno (2010) explain, growth comes with new and
unexpected challenges. Companies that survive must constantly adapt
their systems, leadership, and structures to match their new needs.
Adizes (2004) identifies the Founder’s Trap as one of the main crises
points in a business’s life cycle. During this stage, the founder may act
like they are the only one capable of making important decisions,
ignoring team input, avoiding delegation, and resisting new ideas.
These behaviors can damage staff motivation, slow decision-making,
and create serious risks for the company’s future.
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In Iran, where many entrepreneurial companies are growing rapidly,
this issue is especially important. Yet, few studies have looked closely
at how local founders experience and deal with this problem.
Therefore this study aims to explore those experiences, highlight the
symptoms of the Founder’s Trap, and identify the strategies that help
companies move forward. By focusing on growing companies that are
already on the path to success, the research offers practical lessons for
founders, consultants, and policymakers who want to help businesses
grow beyond their initial stages. It can also contribute to a better
understanding of the founder’s trap phenomenon, the challenges
companies face during growth stages, and the transformations that
occur in organizational processes throughout their development.

2. Literature Review

The theory of the organizational life cycle suggests that businesses,
like living organisms, go through stages: birth, growth, maturity, and
sometimes decline and death (Mintzberg, 1979; Adizes, 2004). Each
stage brings different challenges. One of the most critical is the early
growth stage (Go-Go), where the Founder’s Trap is likely to appear.
At this point, the founder must shift from personal control to shared
leadership and systems thinking (Graham, 2025).

The Founder’s Trap -also called Founder’s Syndrome- is the result of
a centralized, ego-driven leadership style that may have worked well
in the beginning but no longer fits the organization’s needs (Block &
Rosenberg, 2002; Block & Miller-Stevens, 2021). As Graham (2025)
explains, founders must evolve from being doers to strategic leaders
who build systems and guide others. If this change does not happen,
the founder may become a barrier to growth rather than a driver of it.
Some researchers connect this problem to the founder’s psychological
ownership. According to Zhu, Smith, and Brown (2024), founders
may feel such strong personal attachment to their company that they
are afraid of losing control. Even if they try to delegate, they may later
take back responsibility when they feel uneasy, which confuses team
members and weakens trust.
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Flamholtz and Randle (2015) argue that to grow, a company must
move from being a founder-led business to a professionally managed
one. This involves building strong systems, formal roles, and
leadership pipelines. If the founder holds on to full control, growth
slows and key decisions become bottlenecks. Similarly, Authoritarian
leadership during this stage often causes team frustration, lack of
innovation, and poor succession planning (Block & Miller-Stevens,
2021).

3. Methodology

The study used a qualitative research design. Ten entrepreneurial
companies were selected using snowball sampling. These firms had
operated for at least five years and had experienced noticeable growth
in revenue and workforce. Interviews with the founders were
conducted using semi-structured questions, allowing the researchers to
explore their experiences in depth.

The interviews were transcribed and coded using MAXQDA software.
Thematic analysis was used to identify patterns and recurring themes.
This method allowed the researchers to organize the data into
meaningful categories that reflected the founders’ strategies and
experiences.

4. Results

The companies were found to be in three different stages of dealing
with the Founder’s Trap:

e Trapped: Founders still made all key decisions and resisted
delegation.

e In Transition: Companies were starting to share
responsibilities and build structures, but some challenges
remained.

e Escaped: Founders had developed strong teams and formal
systems, allowing the company to grow independently.

The five main strategies used by companies to overcome the founder’s
trap are:
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1. Founder’s Mindset shift: Changing the founder’s role from
decision-maker to strategic leader.
2. Succession Planning: Training and trusting team members to
take managerial roles.
3. Dynamic Culture: Building a culture of learning, openness,
and cooperation.
4. Structured Organization: Designing systems and using
technology to improve efficiency.
5. Human Capital: Investing in people and supporting their
professional growth.
Together, these strategies helped companies reduce risk, improve team
performance, and grow sustainably.

5. Discussion and conclusion

The findings of this study show that the Founder’s Trap is deeply
connected to the mindset of the founder, the company’s culture,
organizational structure, and human resources. Although the
symptoms may not be visible in the early stages of growth, over time
they can become serious barriers to the company’s progress and long-
term survival.

In summary, the study shows that escaping the Founder’s Trap is not
the result of a single solution. It requires coordinated changes in five
main areas discussed earlier. When these areas improve together, the
organization becomes more stable, adaptable, and ready for long-term
success. These insights offer practical guidance for entrepreneurs,
consultants, and policymakers. By recognizing the early signs of the
Founder’s Trap and applying the strategies described in this research,
they may help growing firms avoid failure and build stronger
foundations for sustainable development.
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