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Abstract

Corporate governance has become one of the key strategic issues in contemporary
management over the past two decades, such that the quality of corporate governance
determines the level of transparency, accountability, and organizational integrity. In
entrepreneurial businesses, the importance of this issue is even greater than in large and
mature firms, because startups and nascent ventures operate under high uncertainty,
limited resources, flexible structures, and environmental risks. The methodology of this study
is mixed qualitative-quantitative; in the qualitative phase, grounded theory was employed,
and in the quantitative phase, the FDAHP technique was used. To identify the components,
interviews were conducted with 14 experts, and open, axial, and selective coding were
applied. The qualitative findings led to the identification of 61 effective components, and
after three rounds of fuzzy Delphi analysis with a grounded theory approach, 28 influential
components affecting the corporate governance process in entrepreneurial businesses were
identified, including ownership structure, transparent financial reporting, strategic planning,
dispute-resolution mechanisms among stakeholders, ensuring financial sustainability,
financial and ownership transparency, preventive and supportive actions, technological
factors, effective communication, board meetings, and others.

Published by Shandiz Institute of Higher Education

How to cite this article:

Soltaninezhad, M., rahnamaroodposhti, F., khanmohammadi, M., & safa, M. (2026). Identifying the factors
affecting corporate governance in entrepreneurial businesses based on grounded theory. Novel Explorations in
Computational Science and Behavioral Management, 3(2), 178-194.

d:) https://doi.org/10.22034/necsbm.2026.561517.1170 openaccess

Extended Abstract

Introduction

* E-mail address: dr.rahnama@iau.ac.ir

Corporate governance has become one of the
central concepts in contemporary management,
accounting, finance, and economic policy studies.
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Its significance stems from the fact that corporate
governance is not merely a set of legal controls or
administrative mechanisms; rather, it represents an
integrated framework for directing, monitoring,
and regulating relationships among different actors
within and around the firm. Traditionally,
corporate governance has been discussed mainly
through the lens of agency theory, with a primary
focus on mitigating conflicts of interest between
shareholders and managers. Within  this
perspective, the firm is viewed as a nexus of
contracts in which managers may pursue

opportunistic ~ behavior  unless  appropriate
monitoring,  incentive, and  accountability
mechanisms are established. However, the

evolution of business environments, the growing
complexity of organizational relationships, and the
emergence of knowledge-based and innovation-
driven enterprises have challenged the adequacy of
purely shareholder-oriented governance models.
Entrepreneurial businesses, in particular, operate
under conditions of high uncertainty, rapid
technological change, resource constraints, and
continuous interaction with diverse stakeholders.
These firms are often dependent on founders’
strategic vision, investors’ confidence, employees’
commitment, customers’ trust, and institutional
support. Accordingly, corporate governance in
entrepreneurial businesses cannot be reduced to
conventional mechanisms designed for large,
mature, and formally structured corporations.

The specific characteristics of entrepreneurial
businesses require a broader, more dynamic, and
stakeholder-sensitive understanding of governance.
These businesses often lack fully institutionalized
structures, yet they must simultaneously ensure
flexibility, transparency, accountability, and
legitimacy. Their survival and growth depend not
only on financial performance but also on their
ability to create trust, mobilize resources, manage
relationships, and respond effectively to changing
environmental  conditions.  Therefore, the
governance of entrepreneurial businesses should be
conceptualized as a multidimensional system that

balances control with adaptability, formal
oversight with relational coordination, and
managerial authority with stakeholder

participation. Despite the growing importance of
entrepreneurial firms in innovation ecosystems and

economic development, much of the existing
literature, particularly in domestic research
contexts, has concentrated on large corporations,
listed companies, and established organizational
structures. As a result, the interactive and
contextual dimensions of corporate governance in
entrepreneurial and technology-oriented businesses
remain relatively underexplored. This research
addresses this gap by identifying the effective
components of corporate  governance in
entrepreneurial businesses through a qualitative
and grounded approach. The study is theoretically
informed by agency theory and stakeholder theory,
with particular emphasis on the latter as a more
comprehensive  framework for understanding
governance in entrepreneurial settings.

Methodology

This study adopts a qualitative research design and
employs a grounded theory approach to identify
and conceptualize the components of corporate
governance in entrepreneurial businesses. The
choice of grounded theory is appropriate because
the phenomenon under investigation is complex,
context-dependent, and insufficiently theorized in
relation to entrepreneurial firms. Rather than
imposing predefined categories derived from
conventional corporate governance models, the
grounded theory approach enables concepts and
categories to emerge from expert insights and
empirical interpretation.

The research is exploratory in nature and seeks to
develop a conceptual understanding of how
corporate governance functions in entrepreneurial
businesses. The use of expert perspectives provides
an opportunity to capture practical knowledge,
professional experience, and contextual
understanding that may not be accessible through
purely guantitative indicators. Experts in the fields
of corporate  governance, entrepreneurship,
accounting, finance, and business management are
particularly valuable sources of insight because
they can evaluate governance mechanisms not only
from a theoretical standpoint but also in terms of
their applicability to real entrepreneurial contexts.

The analytical logic of the study is based on
identifying key concepts, organizing them into
broader  categories, and interpreting the
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relationships among these categories. In this sense,
the study attempts to move beyond descriptive
accounts of governance mechanisms and toward a
deeper understanding of the conditions, processes,
and consequences associated with effective
governance in entrepreneurial businesses. The
theoretical foundation combines agency theory and
stakeholder theory. Agency theory helps explain
the need for monitoring, transparency, and
accountability, while stakeholder theory expands
the analytical scope by emphasizing the roles,
expectations, and rights of multiple stakeholder
groups.

In entrepreneurial businesses, stakeholder theory is
particularly relevant because value creation is
rarely confined to shareholders alone. Founders,
employees, investors, customers, suppliers,
business partners, regulators, and supporting
institutions all contribute to the development and
sustainability of the enterprise. Consequently,
governance mechanisms must be capable of
coordinating  these  relationships,  reducing
uncertainty, strengthening trust, and aligning
diverse interests. The qualitative methodology of
the study allows these dimensions to be explored
in a nuanced and context-sensitive manner.

Findings and Discussion

The findings indicate that corporate governance in
entrepreneurial businesses should be understood as
a dynamic and relational system rather than a
purely formal control structure. In conventional
corporations, governance is often associated with

board structures, shareholder rights, audit
mechanisms,  disclosure  requirements, and
managerial monitoring. Although these
mechanisms remain important, entrepreneurial

businesses require a more flexible and adaptive
governance framework due to their distinctive
organizational and environmental conditions.

One of the central components of effective
governance in entrepreneurial businesses is
transparency. Because these firms frequently face
information asymmetry, resource limitations, and
uncertainty  regarding  future  performance,
transparent communication plays a crucial role in
building  confidence among  stakeholders.
Investors, employees, partners, and customers need
reliable information to assess the credibility and
potential of the business. Transparent reporting and

open communication can reduce ambiguity,
prevent opportunistic behavior, and strengthen the
legitimacy of entrepreneurial firms. In this regard,
transparency is not merely a technical reporting
requirement; it is a strategic governance
mechanism that supports trust and long-term
cooperation.

Accountability is another essential component.
Entrepreneurial businesses are often strongly
influenced by founders or dominant managers
whose strategic decisions shape the direction of the
firm. While concentrated leadership may enhance
speed, creativity, and responsiveness, it may also
increase the risk of subjective decision-making,
resource misallocation, or neglect of stakeholder
interests. Therefore, effective governance requires
mechanisms that balance entrepreneurial autonomy
with managerial accountability. Such mechanisms
should not suppress innovation or flexibility;
rather, they should ensure that decision-makers
remain responsible for the consequences of their
actions and responsive to stakeholder expectations.

Stakeholder orientation emerges as a fundamental
dimension of governance in entrepreneurial firms.
Unlike traditional shareholder-centered
approaches, a stakeholder-based perspective
recognizes that entrepreneurial value creation is
collective and relational. Employees contribute
knowledge and commitment; investors provide
capital and strategic support; customers validate
the business model; partners facilitate market
access; and institutions provide regulatory and
developmental support. Governance mechanisms
must therefore enable constructive interaction
among these groups. This includes participation,
dialogue, fairness, ethical conduct, and mutual
commitment. A stakeholder-oriented governance
model enhances organizational legitimacy and
supports sustainable growth by aligning the
interests of different actors.

Trust is also identified as a critical governance
element. In early-stage and innovative businesses,
formal structures may be incomplete or evolving.
Under such conditions, trust becomes a substitute
for, and complement to, formal control. Trust
reduces transaction costs, facilitates cooperation,
encourages knowledge sharing, and enables
stakeholders to tolerate uncertainty. However, trust
must be supported by consistent behavior, ethical
leadership, transparent communication, and
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credible commitments. Governance systems that
ignore the relational basis of entrepreneurial

activity may fail to sustain stakeholder
engagement, even if formal mechanisms are
present.

Another important finding concerns the need for
flexibility in governance design. Entrepreneurial
businesses operate in environments characterized
by rapid change, technological disruption, and
market uncertainty. Rigid governance structures
may limit creativity and slow down strategic
responses. Therefore, governance mechanisms
should be sufficiently flexible to allow
experimentation, learning, and adaptation. At the
same time, flexibility should not be confused with
the absence of control. Effective governance in
entrepreneurial businesses requires a balanced
configuration in which oversight, discipline, and
accountability coexist with innovation, agility, and
strategic responsiveness.

The findings also suggest that agency theory alone
is insufficient for explaining governance in
entrepreneurial businesses. While agency-related
concerns such as opportunism, information
asymmetry, and managerial control remain
relevant, they do not fully capture the interactive
and developmental nature of entrepreneurial firms.
Stakeholder theory provides a broader analytical
lens by emphasizing cooperation, legitimacy,
shared value creation, and the interdependence of
actors. Therefore, an integrated theoretical
perspective is required: agency theory explains the
necessity of control and accountability, whereas
stakeholder theory explains the importance of
participation, trust, and relational governance.

Conclusion

This study contributes to the corporate governance
literature by shifting attention from large and
mature  corporations toward entrepreneurial
businesses, whose governance needs are distinct
and more context-dependent. The results suggest
that corporate governance in entrepreneurial
businesses should be conceptualized as a
multidimensional system composed of
transparency, accountability, stakeholder
orientation, trust, flexibility, ethical conduct, and
adaptive control. Such a system is essential for

reducing conflicts of interest, improving the
quality of information, strengthening legitimacy,
and supporting sustainable growth.

The study also has practical implications for
entrepreneurs, investors, policymakers, and
governance designers. Entrepreneurs should
recognize that governance is not an obstacle to
innovation but a mechanism for enhancing
credibility and long-term viability. Investors can
use governance quality as a criterion for evaluating
entrepreneurial firms. Policymakers may also
develop supportive frameworks that encourage
transparency and accountability without imposing
excessive bureaucratic burdens on emerging
businesses. Effective corporate governance in
entrepreneurial  businesses requires a careful
balance between structure and flexibility, control
and trust, authority and participation, and short-
term responsiveness and long-term sustainability.
By identifying the components of such
governance, this study provides a foundation for
developing more appropriate, context-sensitive,
and stakeholder-oriented governance models for
entrepreneurial and innovation-driven enterprises.
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