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Abstract We present a theoretical model of founder’s choice between democracy and au-
tocracy in corporate governance. At the start-up period, the choice of autocracy is more effi-
cient though it requires more initial capital. If external finance is needed, the founder would bear
higher capital cost due to manager’s rent-seeking and the loss of voting right of minority share-
holders. We show that founder’s own capitals and his managerial skills are substitutes. The
results show that the higher the level of managerial skills, the more losses in voting right.
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